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Monday, November 13, 2023
--- On commencing at 9:31 a.m.


MR. MORAN:  Good morning, everyone.  Please be seated.  Good morning, everybody, and welcome to day one of the Panhandle expansion hearing.

I think, as you know from previous correspondence, there are several important issues to address here.  Of particular interest for the Panel are the issues relating to need and alternatives, to the extent that alternatives include DSM and IRP matters, and ultimately who pays for this project in the event that it gets approved.

Obviously, there's an issue around whether EBO 188 has a role to play versus EBO 134, or whether there's some other approach, but we are very interested in hearing everybody's views on how all of this gets managed.

We will start off with the land acknowledgement, Ms. Ing, if you could take care of that for us, please.
Land Acknowledgement


MS. ING:  Good morning.  The Ontario Energy Board acknowledges that our headquarters in Toronto is located on the traditional territory of many nations, including the Mississaugas of the Credit, the Anishinaabeg, the Chippewa, the Haudenosaunee, and the Wendat peoples.  This area is now the home to many diverse First Nations, Inuit, and Métis peoples.

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

We are grateful for the opportunity to gather and work on this land and recognize our shared responsibility to support and be good stewards of it.  Thank you.
Preliminary Matters:


MR. MORAN:  Thank you, Ms. Ing.  I think the next thing is to find out if there are any preliminary matters.  I know we have had a bit of a late-breaking change in the schedule.  Mr. Keizer, I understand that the primary reason for this is that one of your witnesses is ill, but I see on the timetable that we have for today that your panel is set to go this afternoon.  Is that actually feasible?

MR. KEIZER:  Yes, it is feasible.

MR. MORAN:  All right.  And are there any other comments on the change to the schedule?  Any other preliminary matters?  All right.

So we are going to proceed with opening statements.  I think first up will be Enbridge with its presentation, and we will follow that with opening statements from intervenors.  We'll get appearances as we go through the list, and then, when we get to the first panel of evidence, which I understand will be from Environmental Defence, we will have Dr. McDiarmid affirmed at that time.  We are not going to affirm the presenters at this time, Mr. Keizer, so, when your witnesses come forward this afternoon, we will take care of it at that time.

So, over to you.

MR. KEIZER:  Thank you, Mr. Chair.  Maybe let's first do my appearances and others, and then we will move to the presentation.

Charles Keizer, counsel on behalf of Enbridge Gas.  With me today is Mark Kitchen, director, regulatory affairs, for Enbridge; Haris Ginis, technical manager, leave-to-construct applications; and Brittany Calhoun, a senior advisor of leave to struct applications, will be managing documents today.

If I can then move to panel of witnesses, Mr. Gillett is virtual.  He unfortunately has succumbed to some kind of illness, so, as a result, he is appearing virtually.  He is Jason Gillett, director, storage and transportation business development.

Also presenting, starting at the farthest panelist from me, is Matt Thomas, manager, storage and transportation business development.  Next to Mr. Thomas is Mr. Gord Dillon, manager, transmission system planning.  And next to Mr. Dillon is Matt Ciupka, supervisor of business development.  That's the panel.  So I would then turn it over to the panelists to do their presentation.
ENBRIDGE GAS INC. - PANEL 1
Jason Gillett

Matt Thomas

Gord Dillon

Matt Ciupka

Presentation by Mr. Thomas, Mr. Dillon, Mr. Ciupka and Mr. Gillett:


MR. THOMAS:  Good morning, everyone.  My name is Matt Thomas, manager of storage and transportation, business development, at Enbridge Gas.  Thank you for the opportunity to share this presentation with you.  In delivering this presentation, I will also be joined by some of my colleagues on the panel.  We thought it would be helpful to provide an overview that addresses some of the key components of our application.  Next side slide, please.

The map on the left shows the entire Enbridge Gas franchise area, and the map on the right shows the Enbridge Gas transmission systems that radiate from the Dawn Hub.  I am going to focus my comments on the Panhandle system as the subject of this application, but it should be recognized that these transmission pipeline systems share the characteristics I am going to describe.

As a transmission pipeline, Panhandle serves a broad geographic region that is comprised of thousands of customers, multiple distribution systems, and various customer types, under both general service and contract rates.  We cannot differentiate the natural gas molecules as they flow through the Panhandle system.  In other words, gas supply that flows through these pipelines can serve any customer that is attached to the distribution networks that ultimately connect to the transmission pipelines.

This means that capacity provided by the Panhandle transmission system benefits all of the customers in the downstream distribution networks in that broad geographic area.  These benefits range from opportunities for growth through to reliability and flexibility of operations.  Next slide, please.

MR. DILLON:  Good morning, everyone.  On this slide, I am showing an overview of the Panhandle system.

The system is shown in yellow and begins at the Dawn compressor station.  This supplies 89 percent of the design day demands to customers on the Panhandle system.  At Dover, the system splits into an NPS 20 and an NPS 36, and that pipeline heads southwesterly toward Windsor and serves various municipalities.  These are also highlighted on the map.

Enbridge Gas's Panhandle transmission system connects to an energy transfer pipeline located in Michigan, and that's at the Detroit River crossing.  The Detroit River crossing is also known as Ojibway, and it supplies 9 percent of the current design day demand for the Panhandle customers.

Panhandle has a customer demand mix of 44 percent general service and 56 percent contract rate, and these contracts consist of greenhouses, power generators, automotive, et cetera.  Interruptible demand, I would like to note, is also 11 percent on this system, and that is curtailed on the design day.

And, lastly, I would like to note that this Panhandle system is the fastest growing market in our franchise.  Next slide, please.

So here's a slide highlighting what we take into consideration when we are designing our systems.  Bottlenecks impede gas flow and limit our system capacity.  When we look to reinforce our systems, we need to look at where these bottlenecks are and how we can alleviate them.  There are currently two pressure bottlenecks on the systems highlighted as points 1 and 2 on the diagram.  Bottleneck 1 is the NPS 20 Panhandle line between Dover and Comber, and it is the focus of this project.  And bottleneck 2 is the Leamington North lines.

Design constraints are also labelled here as 3 and 4 on the diagram, and they are based on the minimum pressure needed to service those customers.  When we design our systems, we need to ensure that these minimum pressures are maintained.  As it stands today, the existing Panhandle system cannot accommodate the forecasted firm customer demand beyond winter of 2024 and 2025, so we need to address bottleneck 1.

Our current forecast is projecting capacity to be in a 66 shortfall for the winter of 2024 and 2025, and this project is going to address that shortfall.  Next slide, please.

I would like to quickly discuss Ojibway as receipt point on the Panhandle system.  So, as part of our system, on the left you will see a yellow box.  It operates at a lower pressure than the system to the right of the yellow box.  This prevents us from efficiently transporting gas from Ojibway to the consuming market east of Windsor, which is to the right of that yellow box.

Our ability to import natural gas at Ojibway is limited by three considerations.  The first, Energy Transfer's ability to provide supply at the Detroit River crossing.  It's limited by their own facilities at the US side of the border.

Secondly, the gas that can actually flow across the border is further limited by the Windsor market's ability to consume that natural gas, and that's in the yellow box.  The Windsor market is calculated using actual measured data.  It is not based on any hydraulic modelling.

And, finally, any remaining gas that is not consumed in the Windsor market must be compressed through the Sandwich compressor station, which has its own limitations, as well.

So, looking at these factors together, the Ojibway import capability is currently limited to 108 TJs per day in the summer market and 126TJs per day in the winter.  You can calculate these numbers by combining the Windsor market and the capability of sandwich compressor as shown on the slide.  The alternatives assessment in this filing take these capacity limitations into consideration on our designs.

I would like to pass it back to Matt.

MR. THOMAS:  We are back to the slide showing the Panhandle system and the two pressure bottlenecks shown in red. In yellow is the proposed project to construct 19 kilometres of NPS 36 pipeline from Dover towards Comber, ending at Richardson Side Road.

The proposed project increases transmission capacity to all customers by partially alleviating the pressure bottleneck discussed earlier. The NPS 36 Loop is a size-for-size extension of the Panhandle system to support the forecasted growth over the next five years, and is expected to be fully utilized by 2029.  Supporting at least five years of growth provides balance between meeting near-term, known demands, cost efficiencies in the planning, development and construction of the project as well as flexibility to adjust the forecast with the most up-to-date inputs, in the future.  Next slide, please.

MR. CIUPKA:  Contract rate customers are sophisticated.  They understand the energy options available to them and the type of service that they require.  Many of these customers have supported both transmission and distribution projects in the Panhandle market area in the past, and all of these customers continue to pursue energy efficiencies which are factored into the request for service and through their expression-of-interest bids.

Customers in the Panhandle market area continue to seek firm natural gas service.  Again, this was reflected in the bids received through the 2023 expression-of-interest process.  The greenhouse market requires natural gas for space heating, power generation, and CO2 production.  Power generators need certainty when dispatched by the IESO, and many industrials operate 24/7 and have processes which simply cannot be interrupted.

The construction of this transmission project will generate approximately $257 million of direct and indirect benefits along with an estimated 1,093 jobs.  In addition, customers in their EOI bid responses indicated an additional $4.5 billion of direct capital investment, and an additional 6,900 jobs that could be created in Southwestern Ontario.  If this project does not proceed, these economic benefits may not be realized.

Next slide, please.  So in this chart, design day demand on the Panhandle system is on the y-axis, and the winter season is on the x-axis.  The yellow line represents historical growth in system demands over the last 10 years, and the forecasted system demand growth out to 2031.

As you can see, between 2012 and 2022, design day demands grew by 37 percent, and this growth rate is expected to continue at a similar pace, which is once again supported by the 2023 expression of interest results, our general service attachment information and forecast, as well as the continued request for service we receive on a daily basis through the normal course of business.

The grey-dashed line represents the existing system capacity.  And you can see that by winter 2024/2025, design day demand on the system is expected to exceed that capacity.  Next slide, please.

MR. GILLETT:  Good morning, everyone.  I am going to apologize ahead of time for my voice; I am hoping my laryngitis isn't preventing my voice from coming through, here.

So, as mentioned earlier in the presentation, the project right now is forecast to serve five years of growth.  But what is important to recognize is that the amount of the capacity that the system actually has depends on the physical location which customers attach.  So, in other words, two customers that are increasing their demands at different geographic locations will have two very different impacts on the system capacity.  So because of the physical realities of a transmission system such as this, Enbridge cannot calculate a CIAC that appropriately recovers the cost of the system.

So, because of what I described earlier, because the system capacity is dynamic and changes over time as customers are added and removed, any attempt at calculating a CIAC, similarly situated customers won't be treated fairly and nor could we provide predictability for those customers over time.

So I will give you a couple of examples.  If we were to calculate a CIAC at the time of project approval, this will result in either over-recovery or under-recovery of the project cost.  This is because, over time, as customers attach, system capacity will fluctuate depending on where they are located, and at some point we will run out of capacity to allocate.  And we most likely will have either over- or under-allocated that capacity.

Conversely, if we were to calculate a CIAC for customers that connect at different times, given the dynamic nature of the system capacity, it would create different and unpredictable costs for similarly situated customers.

Next slide, please.  So that brings us to the end of the presentation and thank you for the opportunity and hopefully that helped clarify some of the pieces of the project.

MR. MORAN:  Thank you.  We will mark the presentation as an exhibit.

MR. MURRAY:  That will be Exhibit K1.1.
EXHIBIT K1.1:  FRPO PRESENTATION

MR. MORAN:  All right. I am turning to intervenor opening statements.

MR. KEIZER:  First -- sorry, Mr. Chair, if I may:  Would it be possible then for the witnesses to be excused at this time?

MR. MORAN:  Absolutely, yes.

MR. KEIZER:  Thank you.  Thank you, gentlemen.

MR. MORAN:  They have the best seats in the room. We are going to start with the Association of Power Producers of Ontario, APPrO.
Opening Statement by Mr. Vellone:


MR. VELLONE:  Good morning, Commissioners Moran, Dodds, Sword.  My name is John Vellone, and I am representing the Association of Power Producers of Ontario, and with me today is Mr. David Butters, the president and CEO of APPrO.  I want to thank you for giving me some time this morning to present an opening statement on the leave-to-construct application on the Panhandle Regional Expansion Project leave-to-construct.

As you know, APPrO is a non-profit organization with over a hundred companies that are members involved in the generation of electricity in Ontario.  Our members produce power from natural gas as well as a broad range of other fuel types:  hydro, wind, solar, nuclear, to name a few.  And APPrO frequently participates in the OEB proceedings on behalf of all of our members.

And if there is one theme I would like to leave you with today in my opening statement, it is that regulatory certainty and predictability is essential for our members in operating their business.

Several APPrO members will benefit directly from this Panhandle reinforcement project.  You will actually have a chance to hear from one of them, later today; Atura is an intervenor in this proceeding.

That said, numerous other APPrO members will not benefit from this expansion project and, because of the diversity of interests that APPrO represents, we have taken both a cautious and prudent approach to carefully assessing project need, alternatives, costs and economics.  This can be seen in the APPRO IRs, where we explored the benefits of the project or, frankly, lack thereof, for other APPrO members that are not in the Panhandle region.

And what I can say is that after a careful reading of all of the evidence that is currently available, APPrO is satisfied that Enbridge has discharged its burden of proof to demonstrate that the Panhandle project is needed.

The witnesses this morning already took you through a very good description of the project need, and I won't summarize that again here.  What I would like to do is note to you that this project is not only important for gas consumers in the Windsor-Essex region, but it is also essential for electricity reliability in the Windsor-Essex and Chatham areas.

Specifically, and I am quoting here directly from the April 27, 2023 Minister's directive to the IESO regarding the Brighton Beach Generating Station, a copy of which was supplied by Enbridge on the record in this proceeding in response to APPrO 10:
"After more than a decade of stable electricity supply and, at times, as surplus, IESO has forecasted that Ontario will see a capacity need emerging in 2025 and going through the later part of the decade.
"Southwestern Ontario, especially the Windsor-Essex region, is experiencing rapid growth in electricity demand from greenhouses, as well as investments in lithium-ion batteries in automotive sectors.
"According to the IESO, peak electricity demand in the Windsor-Essex and Chatham areas is forecasted to grow roughly 500 megawatts in 2022, to about 2,100 megawatts in 2035.  That is the equivalent of adding cities the size of Ottawa and London to the electricity grid in that area.
"At the same time, the IESO's Pathway to Decarbonization study conducted in 2022 concluded that while most of the province's increasing electricity demand by 2035 could be met by non-emitting resources, eliminating natural-gas-fired generation in the near term from Ontario's electricity system would not only result in rotating blackouts but also hamper the effects to electrify and reduce emissions in the province by making electrification significantly more costly.
"Ontario must have a reliable supply of affordable and clean energy to ensure we can meet the needs of an electrifying economy, including transportation, steel, and other industries."


I could continue with references to the IESO's annual planning outlook, its annual acquisitions report, but I will leave it at that for now.

Needless to say, electricity demand is surging in the same geographic region that is served by the Panhandle system and natural gas generation is part of the solution.  This Panhandle project is needed to meet this surge in electricity demand, both in the Windsor Essex area but also elsewhere.

There has been some debate in this proceeding about what the appropriate test should be for approval of the Panhandle project, APPrO submits, in line with our concerns around regulatory certainty, that the appropriate test for the Panhandle project is EBO 134, and this is not the appropriate proceeding to be changing that test.  There are simply no unique aspects to this project that suggest another test is merited.  When the Board looks at the evidence and specifically the Stage 2 benefits, it is clear that this project passes the Board's EBO 134 test.

APPrO only notes that Enbridge has been quite conservative when estimating the benefits of its project when doing its Stage 2 and Stage 3 analysis, specifically the reliability and cost benefits of the Panhandle project on the Ontario electricity system are simply not included at all in their Stage 2 and Stage 3 analysis and this can be seen in the APPrO IRs.

Finally, there has also been some debate in this proceeding as to whether or not contributions in aid of construction are appropriate in this case. The OEB has previously acknowledged in the Kingsville reinforcement project that there is no parties -- no mechanism for parties to make a contribution under EBO 134, even when there were ancillary distribution benefits.

As I said before, APPrO members do rely on regulatory certainty and predictability in the Board's decision-making.  EBO 188 simply doesn't apply to the facts in this case.  This project is the twinning of an existing transmission pipeline, new and existing customers that both use the NPS 20 leg as well as the new NPS 36 leg will benefit from the Panhandle project.  Customers will not be able to choose which part of the Panhandle system they will use and from a practical perspective neither will the natural gas molecules that are being transmitted.  The proposed project is not intended to serve a distribution function.

Finally, APPrO does not take a position on the environmental, landowner, or Indigenous impacts at this time, but may chose to make submissions in the written process.  Thank you very much.

MR. MORAN:  Thank you, Mr. Vellone.  And through the magic of the alphabet, I guess, Atura Power, you are up next.  Ms. Newland.
Opening Statement by Ms. Newland:


MS. NEWLAND:  Thank you, Mr. Moran.  Good morning, Commissioners.  My name is Helen Newland I appear as counsel on behalf of Atura Power.  Appearing with me is with Ms. Noralyn Vasquez of Atura Power, sitting behind me, and sitting to my right is Ms. Brigid Rowan of Elenchus and we are also supported by Mr. John Todd of Elenchus.

I would just like to say a few words to begin about who Atura Power is.  Atura Power is a wholly owned subsidiary of Ontario Power Generation.  It owns and operates four combined cycle gas-fired power plants in Ontario, including the Brighton Beach generating station in Windsor.

Brighton Beach has a nominal capacity of 570 megawatts, which is contracted to the IESO pursuant to a clean energy supply contract with Shell Energy.  This agreement expires on July 15th, 2004 (sic), but pursuant to an April 27, 2023, ministerial direction to the IESO, the contract has been extended by ten years under a contract with Atura Power to July 15th, 2034.  The new contract also provides for a 42.5 megawatt efficiency upgrade which will increase the total capacity of Brighton Beach, improve overall efficiency and reduce fuel consumption per megawatt hours generated. The Brighton Beach plant receives natural gas via a 3.1 kilometre Enbridge distribution pipeline that connects the plant to Enbridge's existing Panhandle transmission system.

Atura is one of the major expansion shippers underpinning Enbridge's application for leave to construct the Panhandle loop.  It has entered into a five-year gas storage and distribution T2 contract with Enbridge for firm expense capacity.  The T2 contract commences July 16th, 2024, coincident with the term of Atura's new contract with the IESO.  Atura is also negotiating with Enbridge for additional firm capacity commencing in 2025, related to the Brighton Beach efficiency upgrade.  Together these two contracts represent almost 40 percent of the total incremental capacity of the project and almost 50 percent of the current demand for the project.  Turning now to Atura's position on Enbridge's application.

Atura supports Enbridge's application and urges the Board to approve it as filed.  Leaving aside our obvious interests as an underpinning shipper, there are three overarching reasons why we support Enbridge in this proceeding.

First, the record of this proceeding demonstrates a clear and compelling need for the proposed facilities.  The proposed expansion is the preferred alternative for addressing the future demand for natural gas in the region.  And, in fact, for the majority of the expansion shippers it is the only practical alternative.

Second, the record of this proceeding demonstrates that the Panhandle expansion project passes the three-part EBO 134 economic feasibility test for expansions of a transmission system based on combined Stage 1 and Stage 2 costs and benefits.  The quantified Stage 3 benefits are substantial and they further improve the NPV and profitability index of the project.

Third, the unquantified Stage 3 public interest benefits are significant and they cannot be ignored, including critical electricity system benefits.  Conversely, there would be a very significant adverse effect on the public interest if the application were not approved or if a contribution in aid of construction requirement were imposed as some intervenors are proposing.

And I want to deal a little bit in more detail with each of these reasons.  Turning first to the need for the project through the lens of electricity reliability, this is our focus as Atura in this proceeding.

Ontario's demand forecast is projected to increase at an average rate of 2 percent over the next 20 years, driven by decarbonization and emerging electrification initiatives as well as economic development in the agricultural and manufacturing sectors.  This projection was included most recently in the IESO's December 2022 annual planning outlook.  At a more regional level, electricity demand in southwestern Ontario is growing at a rapid pace primarily driven by economic development in the agricultural and manufacturing sectors. The IESO forecasts that peak electricity demand in the Windsor, Essex, and Chatham areas will increase from about 500 megawatts in 2022 to about 2,100 megawatts in 2035.  This is the equivalent of adding cities the size of Ottawa and London to the grid, and I think you heard Mr. Vellone earlier alluding to that, as well.

Now, the simple fact is the electricity transmission capacity in the region is insufficient to meet this very rapid growth in electricity demand.  The IESO has stated that there is no generation technology other than natural gas generation that can be deployed in the time frame and on the scale that is required to solve this regional shortfall problem.

Accordingly, in April of this year, 2023, the Minister of Energy directed the IESO to contract the Brighton Beach generation station.  In doing so, the IESO acknowledged that Brighton Beach is uniquely positioned to meet reliability needs in the Windsor Essex region, and the new contract ensures that the region will have sufficient power supply during periods of peak demand, effectively addressing reliability concerns.

So, to sum up on the topic of need, natural-gas-fired generation is required to address an electricity shortfall in southwestern Ontario.  There is no like-for-like replacement for gas-fired generation at this time.

Two, firm and reliable gas-fired generation requires a firm and reliable supply of natural gas.

Three, a firm and reliable supply of natural gas, in turn, requires a firm and reliable supply of pipeline transportation services.

And, finally, a firm and reliable supply of pipeline transportation requires the Panhandle Expansion Project.

I'd like briefly just to talk about the EBO 134 test.  And I know we are going to hear a lot about that test in this proceeding.  The simple fact is that the Enbridge application demonstrates convincingly that the project passes the EBO 134 test of economic feasibility at Stage 2.  Atura agrees with Enbridge that the appropriate test of economic feasibility is the test set out in EBO 134.  As I have just said, the Panhandle Expansion Project passes that test at Stage 2 because the positive net present value at Stage 2 materially -- materially -- outweighs the negative NPV at Stage 1.

Given that the project already passes the economic feasibility at Stage 2, the quantified Stage 3 benefits of $257 million can be viewed really as a bonus.  The quantified Stage 2 and Stage 3 benefits of the project together outweigh the Stage 1 costs by more than three times.  And, here, I am comparing a negative $150 million of costs at Stage 1 with a range of between $483 million and $610 million in positive benefits when we are looking at Stage 2 and Stage 3 quantified benefits.

And let me say this, that the Stage 3 benefits do not even take into account the unquantified Stage 3 benefits, including the critical electricity system benefits that I have just briefly described to you.

And so, in sum, we say that the Commission should approach Enbridge's application as filed to enable completion in the 2024 construction period.  Approval of the application will facilitate economic development and growth in the Windsor-Essex region and in Ontario writ more broadly, and will support electricity system reliability in the province as contemplated by the government and by the IESO.

Thank you, Panel.  That concludes Atura's opening statement.

MR. MORAN:  Thank you, Ms. Newland.  And, just for accurate record purposes, I think you might have misspoken yourself on the expiry date of the current contract, 2004.  I assume you meant 2024.

MS. NEWLAND:  Correct, Mr. Moran, thank you.

MR. MORAN:  We get to see what the court reporter is doing in real time here.

MS. NEWLAND:  I just wanted to see if you were on your feet, Mr. Moran.

MR. MORAN:  Yes.  All right.  Next up, we have Courey Law Professional Corporation and Middle Road Farms.

MR. YOKER:  Good morning, Commissioners.  Can you hear me?

MR. MORAN:  Yes, we can.  Please go ahead.

MR. YOKER:  My name is Stephen Yoker.  I act for Middle Road Farms and Courey Corporation.  My mandate is to do a watching brief of this hearing; therefore, I will not have any opening statement.

MR. MORAN:  All right.  Thank you very much, Mr. Yoker.

MR. YOKER:  Thank you.

MR. MORAN:  Energy Probe Research Foundation, Mr. Ladanyi.

MR. LADANYI:  Good morning, Commissioners.  My name is Tom Ladanyi.  I am a consultant representing Energy Probe Research Foundation.
Opening Statement by Mr. Ladanyi:


Energy Probe has been a long-time intervenor in OEB proceedings.  In fact, Energy Probe is one of the only two intervenors that are still active who were also active in the EBO 134 proceeding in 1986 to 1987, although it wasn't me; it was David Poch who represented Energy Probe.

In this application, Enbridge Gas is seeking approval for the Panhandle Regional Expansion Project pipeline that is profoundly uneconomical.  The revenues paid in rates by the customers served by the pipeline are insufficient to cover its owning operating costs.  The pipeline will require subsidies for more than 40 years, and it will not produce adequate revenue to cover its costs on a present value basis for many years after that, probably for 60 years.

According to OEB-approved depreciation rates, a new steel pipeline will be fully depreciated after 40 years.  The Commissioners should consider if it makes sense to subsidize a pipeline for more years than it take to depreciate it.

Energy Probe believes in a user pay principle.  The customers that will be served by this pipeline should pay for it.  Since proposed rates are inadequate, the customers served by the pipeline should pay a contribution in aid of construction.

In support of its request for approval of the Panhandle Regional Expansion Project, Enbridge filed its economic analysis of the feasibility of the project.  The economic analysis is based on a three-stage test from the EBO 134 guidelines, with a DCF analysis based on 40 years of revenues.  EBO 134 does not specify the number of years to be used for a DCF analysis.  EBO 188 guidelines specify 40 years for general service customers and 20 years for large volume customers, but Enbridge claims that EBO 188 should not be used for this project, since it is a transmission and not a distribution project.

Energy Probe believes that this is primarily a distribution project, since its main purpose is to provide distribution service to large volume customers; certain large volume customers.  Energy Probe believes that a DCF analysis based on 20 years of revenues would be appropriate, as it is specified in the EBO 188 guidelines for large volume customers.

According to the economic DCF analysis filed by Enbridge, the Panhandle Regional Expansion Project has a large negative NPV at Stage 1.  It will require subsidy from Enbridge ratepayers for more than 40 years, as I said.  To improve the feasibility of the Panhandle Regional Expansion Project would require the customers served by the project to pay a contribution.  Should the OEB approve this project, Energy Probe believes that the OEB should order Enbridge to charge customers served by the project a contribution as a conditional approval.  Such a contribution should be based on a DCF analysis using 20 years.

Based on the evidence, it appears that Enbridge sought to create a market for the Panhandle Regional Expansion Project in order to justify building a larger-diameter pipeline than necessary, which made the project even less economical.  Energy Probe believes that it is not appropriate to build a larger-diameter pipeline, considering that it would require a larger subsidy from ratepayers.

The scope and the cost estimate of the project changed from what was originally filed; in particular, the cost estimate of indirect overheads increased from the original filing by an unreasonably large amount.  Should the OEB approve the project, Energy Probe believes that the OEB should reduce the cost estimate to a reasonable amount.  Thank you.

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


MR. ELSON:  Good morning, Commissioners.  Kent Elson for Environmental Defence.

At a high level, Commissioners, there are two major differences between this case and all other gas transmission leave-to-construct applications that have come before it.  For the first time, gas is clearly no longer the cheapest heating fuel for buildings, and that is important, because it used to be that gas expansion was in the public interest because it helped customers lower their energy bills.

But now, homeowners don't need gas to save money, and they can actually achieve much lower energy bills with heat pumps instead of gas.  And, as such, the primary public interest factor in favour of gas expansion is now gone.

The second major difference is that we are now in the midst of an energy transition that puts the future need for pipelines into question.  And major projects like this create major risks for existing ratepayers because the project economics are based on a 40-year prediction of strong demand and strong revenue, and that stretches well beyond 2050, and may not come to pass.  This risk is new and is an important public interest factor against approval.

These high-level factors are reflected in the formal EBO 134 test.  And starting with Stage 1, as you know, the project has a negative net present value of $150 million.  But that is the case, even if Enbridge brings in $356 million in additional incremental revenue over 40 years to cover the capital costs and the ongoing incremental expenses associated with this pipeline.  Those numbers are from the DCF tables.

And of course, 40 years is a very long time, and some or a large part of that revenue may not materialize, resulting in even greater losses and even more cross-subsidies.

So the best-case scenario is a shortfall and a cross-subsidy of $150 million, but it could be much, much worse.

Moving to Stage 2, Enbridge's assumptions and approach to calculating Stage 2 benefits are stuck in the past.  They say gas will cause $226 million in energy cost savings to general service customers, almost entirely in new buildings.  But they completely ignore the new reality that gas pipelines are not needed to achieve lower energy bills and that heat pumps are much more cost effective.

So, if the availability of gas causes developers of new subdivisions to install gas, this will result in far higher energy bills for homebuyers compared to the best alternative, which is heat pumps.

Moving to Stage 3, there are important public interest factors against approving this project.  First, as I have alluded to, it will add to the already far too high energy transition risk exposure for Enbridge's customer base.

Second, it will subsidize fossil fuel consumption.

Third, that subsidy will skew behaviour by blunting the incentive to create more efficient facilities, such as more efficient greenhouses, or adopt alternatives to gas.

Fourth, the forecast incremental gas use will result in massive amounts of greenhouse gas pollution, 36 million tonnes of CO2 equivalent over the revenue horizon, plus upstream emissions, which are not included in that number.

And, fifth, contrary to Enbridge's arguments, expansion of gas is bad for jobs and bad for the economy, and that is because spending on gas flows directly out of the province.  In contrast spending on efficiency, and spending on electrification mostly stays here, leading to good jobs, growth, and government revenue.

In our submission, this application should not be approved but, if it is approved, that should be contingent on the major contract customers paying the full cost and assuming the full risk by guaranteeing the revenue forecast.  Subsidizing those customers is clearly contrary to the public Interest, both in terms of fairness and in terms of the disincentive it creates to the adoption of efficiency in non-gas alternatives.

Some parties have raised the question of whether the OEB has the ability to adopt a beneficiary-pays approach through contributions in aid of construction as a condition for approval and, in our submission, it certainly does.

In our view, it doesn't matter whether EBO 134 or 188 applies, because neither one of those rules out contributions in aid of construction.  And even if one of them did, the OEB's statutory duty to protect the public interest under section 90 of the OEB Act would prevail over those guidelines.

And in any event, if contributions in aid of construction are not possible, the result would be worse for the project proponents because there is no way that the project can pass the EBO 134 test without contributions and guarantees to protect existing customers against unreasonable costs and risks.

I will be raising some other issues in submissions, and I should note that we provided an opening statement outline.  I wonder if that should be marked for the record?

MR. MURRAY:  That can be marked as Exhibit K1.2.
EXHIBIT K1.2:  OPENING STATEMENT OUTLINE OF ENVIRONMENTAL DEFENCE

MR. ELSON:  Those are our opening submissions.  Thank you.

MR. MORAN:  Thank you, Mr. Elson.  Next up is the Federation of Rental-housing Providers of Ontario.  Mr. Quinn.

Opening Statement by Mr. Quinn:


MR. QUINN:  Yes, good morning.  Good morning, Commissioners.  Thank you for the opportunity to address the Panel with our opening perspectives in this case.

We understand and respect that uncertainty of energy transition makes it difficult on parties to inform the Board definitively, which increases the challenge for this Panel to weigh the different perspectives and make determinations.  Our hope in this hearing and subsequent submissions is to provide the Panel with the factual groundings related to the Panhandle system and the options to meet energy needs in a measured fashion which meets short- to medium-term demands, while not burdening ratepayers with long-term cost consequences that nobody can accurately project.

Our focus for our examination in this hearing will be on the system and the opportunity to assess short-term supply, IRPAs to meet some of the increasing demand to reduce the length of the pipe needed to meet medium-term demands, allowing for the natural and hopefully incented energy transition to lower peak demands in a way that the resulting demands are met in the most economical fashion in a risk-informed manner.

Given the two applications and the rounds of interrogatories with different demand profiles, it becomes difficult to put the pieces in the puzzle together, especially when you find that the pieces -- that some of the pieces are missing, and someone else holds the box closed.

Our intent in advancing our requests last week for additional simulation model outputs was to have the information in front of this Panel to allow our examination to be more easily understood.  The best example is the result of a summer simulation, wherein the pressures at each branch on the system define the direction of flow, and questions can be asked about the assumptions that went into the model in consideration of different approaches.

While we do not have that requested information, our hope is that we can create an understanding of some of the opportunities to optimize the existing system using the tools that Enbridge has and perhaps has not analyzed for their own reasons.

In addition to this emphasis, we are concerned with how the costs of the project are proposed to be allocated, and the long-term ratepayer risk for stranded assets.  However, we understand that some of our colleagues will be testing that part of the evidence, so we will articulate our positions in argument. 

However, in contrast to what the utility and other beneficiaries of the project tend to assert, we believe this Panel has discretion to consider and determine the appropriate approach to who pays.  

Given all stakeholders' increasing understanding of the paradigm shifts associated with energy transition, we respectfully submit that the utility ought to be evolving its traditional infrastructure approach to implement novel approaches to address the energy needs of this province.  We still have not seen concrete evolution in the utility's approach to narrowing the range of alternatives and funding for the project.  

We trust that the Board will have the opportunity to determine and direct the utility through this proceeding to evolve its practices in the public interest.

Thank you, Chair Moran.  Those are our opening submissions.

[Technical interruption]


MR. MORAN:  All right it looks like we are back online.  Thank you, Mr. Quinn.  Next up, Industrial Gas Users Association.  Mr. Mondrow.
Opening Statement by Mr. Mondrow:


MR. MONDROW:  Good morning Mr. Chair, Commissioners, nice to see you in person again.  I think it was the other EBO 134 intervenor in the room at the time, although, like Mr. Ladanyi, it wasn't me.  Many of you will remember the eminent Peter Thompson who I cannot outshine, and will not try to.

The Panhandle Regional Expansion Project is to be built to serve about three dozen greenhouse customers and two gas-fired power generators.  These customers have been specifically identified and are in the process of contracting for their requested capacity.  Within five or six years these customers will be using all of the incremental firm capacity which the project will provide.  They will be investing $6 billion -- there has been a mention of four and a half, and I will come back to that in my examination, but in my view the number should be in the evidence $6 billion in their expanding businesses and will be making hundreds of millions of dollars a year in profits, as they should be.

EGI, Enbridge Gas Inc., has proposed that the cost of this infrastructure to be built specifically to serve these large customers should be paid by existing Enbridge Gas customers.  Enbridge Gas proposes that the T2 rate class, in which most of IGUA's members reside, would pay the largest share of the annual revenue requirement associated with this project, the evidence indicates about $3.7 million a year.  

IGUA's Sarnia area customers who gain no benefit at all from the project would be paying several hundred thousand dollars a year in subsidies to these growing, profitable, Leamington-area greenhouses and the two west Windsor area gas-fired power generators. 

The more that I looked into the written OEB policies that Enbridge Gas and others rely on in eschewing the notion that the identified contracting customers that will be the direct beneficiaries of this project should be paying the cost of the project, the more I found that those policies and their application in successive Panhandle system expansions, undertaken primarily to serve greenhouses, A, do not preclude the requirement for contributions in aid of construction from the identified customers for whose benefit the project will be built; 


B, contemplate justification of the need for and economics of this project, on the basis of those benefits to those customers directly driving this project; 


And, C, have in several instances, in fact, been applied by this Commission and Enbridge Gas itself in such a manner as to ensure that customers benefiting from such projects bear the costs of the projects. 

If this project is to be built it should be paid for by the customers for whom it is being built. 

Subject to development of the record before you and our fair consideration of that record, I expect that IGUA will argue that there is no OEB policy which precludes this outcome and many historical and current indicators that this could and should be the case.  Thanks very much.

MR. MORAN:  Thank you, Mr. Mondrow.  Up next is the Ontario Greenhouse Vegetable Growers, Mr. Buonaguro.
Opening Statement by Mr. Buonaguro:


MR. BUONAGURO:  Good morning, Panel.  My name is Michael Buonaguro, counsel for the Ontario Greenhouse Vegetable Growers, acronym OGVG.  As the Panel will be aware, OGVG is supportive of the application for leave to construct the Panhandle Regional Expansion Project.  

Greenhouse operators constitute 38 of the 42 expressions of interest in new natural gas-capacity that underpin the project.  As greenhouse operations continue to expand in the area served by the Panhandle system. 

While the OGVG's members have no direct stake on how new natural-gas capacity is created, it appears to OGVG that the immediate need for new capacity in the next three years highlights the appropriateness of Enbridge's proposed solution. 

It is the OGVG's position that the proposed is, on the parlance section 96(1) of the OEB Act, in the public interest and that therefore the OEB is compelled in accordance with that section to grant leave to Enbridge to complete the project.  

In OGVG's view, the existing OEB policy in the form of EBO 134 remains the appropriate framework for determining whether the proposed project is in the public interest, and that within that framework Enbridge has demonstrated that the project should be approved. 

As is noted by Enbridge, in its evidence the proposed new growth in greenhouse operations in the area served by the Panhandle system represents thousands of acres of growth with the forecast growth exceeding the new capacity the project by the winter of 2029.  With projected capital spending on new greenhouse operations of approximately 4.5 billion, and probably more, as IGUA pointed out, and a forecast of at least 6,900 new job, the positive impact on the Panhandle region that will be unlocked by the proposed project, just from the greenhouse sector alone, is obvious.  

However, without new natural gas capacity being made available to facilitate that growth it is the evidence of both Enbridge and OGVG that growth in the greenhouse sector in the Panhandle region will essentially cease.  

Instead, greenhouse operators that are currently waiting for natural-gas service in the Panhandle region are most likely to seek out jurisdictions outside of Ontario that can meet their requirements.  

In OGVG's view that is an outcome that would not be in the public interest.  

Now, OGVG notes through the evidence submitted by Environmental Defence that there appears to be a suggestion that greenhouse operators are somehow wrong in seeking access to natural gas service and that they should instead seek alternative fuels, including electrification or reliance on biomass fuel, to operate their large commercial greenhouse operations.  OGVG disagrees with that view.  

The commercial greenhouse operations that constitute OGVG's membership and who are seeking new natural-gas capacity from Enbridge Gas are businesses operating in a competitive and complex industry that is built upon a sophisticated understanding of the science of growing crops in a greenhouse environment on a year-round basis efficiently, sustainably and reliably.  

OGVG's members, fully aware of the technologies and sources of energy and feed stock available to them, choose to seek out access to firm natural-gas service for a multitude of reasons, including its reliability of supply and its multifaceted role in heating systems, carbon-dioxide supplementation, and as a secondary source of locally-generated electricity. 

To that end, and in accordance with OEB's request, we have made Dr. Robert Petro, the energy infrastructure and environmental coordinator for OGVG, available as a witness to explain the criticality of access to natural-gas supply, both existing and proposed new and existing greenhouse operations.  

Those are my opening statements.  Thank you.

MR. MORAN:  Thank you Mr. Buonaguro.  Kitchener Utilities.
Opening Statement by Mr. Abu-Eseifan:


KHALED ABU-ESEIFAN:  I am Khaled Abu-Eseifan, I am the manager for gas supply and engineering for the City of Kitchener, Kitchener Utilities, and I will be joined by my colleague Jaya Chatterjee and we represent Kitchener Utilities.  

Kitchener Utilities is a local natural-gas distributor owned by the city of Kitchener.  Kitchener Utilities deliver natural gas to more than 77,000 customers in the city of Kitchener.  Kitchener Utilities is also a customer of Enbridge Gas, and we depend on -- and we depend on them for transmission and storage services.  

The proposed expansion of the Panhandle system does not service Kitchener directly.  However, Kitchener Utilities rates may be impacted by the cost of the proposed project.  Therefore, Kitchener wants to ensure that the prudent economic analysis process is followed in a way that minimizes cost impacts for the majority of the customers.  Given that cost allocation is not part of this application, the principles of cost causality and fairness among all customers need to be considered.

Kitchener Utilities currently do not have any specific position in this proceeding; however, we will listen carefully to all parties and we will be inclined to support proposals that minimize the cost impacts and ensure fairness among all customers.

This was our open statement.  Thank you very much.

MR. MORAN:  Thank you.  Next, we have Pollution Probe, Mr. Brophy.

MR. BROPHY:  Good morning, Commissioners.  Can you hear me?

MR. MORAN:  Yes.
Opening Statement by Mr. Brophy:


MR. BROPHY:  My name is Michael Brophy, and I am here on behalf of Pollution Probe.  Thank you for the opportunity to provide this opening statement.  

Given the large amount of information and issues related to this project, I plan to highlight a few key issues; and we are aware that other stakeholders plan to go into deeper details in some other areas, as well.

I remember the days when projects requiring OEB leave-to-construct approval had a clear, objective, and transparent basis and did not require several leaps of faith to connect the dots on underlying project need.  Based on the evidence put before us for the Panhandle Regional Expansion Project, those days are long gone.

This is not a simple or routine project, and it has not been a routine leave-to-construct process.  

We started with an urgent Enbridge request for OEB approval by fall 2023 for a megaproject that turned out not to be so urgent and does not appear to be needed, compared to more cost effective and fair options.  As we know, the proposal, timing, costs, and other issues continue to change.

The current project proposed dropped the Leamington interconnect and the project costs have increased, but some things have not changed on the proposed project.  Project demand put before the OEB from Enbridge is from almost completely a small number of demand customers, and one in particular.  And, also, there is no customer commitment to use what is forecasted from this project; there is only one contract in place from a large-contract customer that suggests they may be willing to pay their fair share for the project.

Enbridge filed that contract for Brighton Beach generating facility in Pollution Probe.32, Attachment 1.  Recent correspondence like that of APPRO suggests that the project should be rushed through with OEB approval, but we know with perfect hindsight, over the past year and a half, that rushing through this project would have been a big mistake, and at great cost and risk to ratepayers.  Proper and thorough consideration is required.

It is also not surprising that Atura would be in favour of the Enbridge proposal, as the main contract customer that would benefit from the project.  However, it is surprising that Atura has not committed to put witnesses forward in this proceeding, which is customary in large proceedings like this for a project serving that customer.

If the OEB denies leave-to-construct approval for this project, or takes other reasonable options to protect ratepayers, or use DSM, IRP, or other tools available, life will go on.  The customer contracts in place allow for those outcomes to occur.  

But the proceeding is not just about a proposed pipeline.  It is about the obligations Enbridge has to comply with the OEB direction and use the full toolset that the OEB has made available to reduce natural gas and related costs and reduce incremental pipelines that are not required and that have a high degree of becoming stranded assets.

Enbridge confirmed in the recent rebasing hearing this summer that Enbridge has not included these OEB requirements when it drives incremental capital projects through its asset management plan process.  And, of course, Enbridge has not properly informed Panhandle customers of the options before us or conducted effective assessment of IRP, integrated resource planning, options required by the OEB.  Enbridge refused to notify customers of DSM and IRP options.  Enbridge's plans for an additional pipeline and related costs were not shared with those customers, as well.

What is the purpose of the OEB putting the IRP framework in place several years ago, if it is essentially ignored in the Enbridge's processes?  The project is not even listed on the IRP website and was not included in any of the recent webinars conducted.  Enbridge pre-empted the leave-to-construct process and requested a rate rider in the recent rebasing proceeding.  When this was tried for the St. Laurent pipeline ICM proceeding, the OEB rejected it.  If Enbridge were to better prioritize its ever-increasing capital plan, it is not clear that this project would even make the cut, because the Panhandle project has not actually been ranked against the other projects in Enbridge's asset management plan.

Pollution Probe notes that this project would represent the seventh phase of Panhandle pipeline expansion in the past decade, and Enbridge has indicated that more phases are expected to come in the near future.  The OEB should note that this isn't even the only Panhandle project in Enbridge's current asset management plan.  Previously, such as in the case of the St. Laurent reinforcement project, the OEB denied leave to construct and provided a strong guidance to Enbridge that a more holistic, integrated approach should be used by Enbridge, and we find ourselves in the same position again.

We are also reminded that ratepayers still live today with approximately $422 million net book value balance from the previous Panhandle reinforcement project costs.  Adding another $358 million on the backs of broader ratepayers for an uneconomic project to primarily serve a small group of customers does not sound like a sound path forward, not to mention the high risks related to this becoming a stranded asset long before it is recovered in rates.  And we will likely hear Enbridge indicate that it prefers that those risks and costs also be transferred on to ratepayers, instead of to Enbridge.

It appears that Enbridge is realizing that times have changed, based on issues such as energy transition and stranded assets.  Enbridge recently amended its rebasing application and its reply argument to truncate down the customer attachment revenue horizon from 40 years to 30 years; not quite to the value recommended by other parties, but certainly acknowledgement that the energy transition is real and happening now.

Those are our opening comments.  Thank you for your time.

MR. MORAN:  Thank you, Mr. Brophy.  Up next is the School Energy Coalition.  Mr. Rubenstein.

MR. RUBENSTEIN:  Can you hear me, Panel?

MR. MORAN:  Yes, we can.  Please go ahead.
Opening Statement by Mr. Rubenstein:


MR. RUBENSTEIN:  Thank you very much.  Good morning, Commissioners.  My name is Mark Rubenstein and I am counsel for the. School Energy Coalition.

The Panhandle Regional Expansion Project is large and very expensive project.  It is forecast to cost, based on the updated filings in June, $358 million, and that would ultimately be recovered from ratepayers.  That $358 million is approximately a 14 percent increase in the total project costs from when the application was originally filed a year earlier, but the project scope has been narrowed and the Leamington interconnect portion has simply been deferred.  When an apples-to-apples comparison is made, the project costs have increased by 45 percent, a very significant amount.

The project to increase capacity of the Panhandle transmission system is being primarily driven not by general service customers, but by a discrete set of large-contract customers, specifically greenhouses and gas-fired power generators, who require significant new natural gas capacity that the existing Panhandle system cannot accommodate.

The project's profitability index is well below 1, which means that the revenue from that increased demand will not come close to paying for the costs of the project.  The difference of $150 million on a net present value basis will be paid by existing customers who do not require the project and so cannot truly be said to directly benefit.

But even those numbers are likely inaccurate and mask the true subsidy.  This is because it is based on an assumption that the incremental demand will remain on the system for 40 years for a pipeline that is expected to be in service even longer.

This is unlikely to be the case, and at least some of those incremental demands will likely not remain on the system in anywhere close to the 40 years, which will be 2064 as a result of policy changes, especially as it relates to gas-fire generation and the broader energy transition.  This means that existing customers are likely to pay much more than $150 million in cross-subsidies for the cost of the project, an analysis that Enbridge has not adequately undertaken.

Notwithstanding that, Enbridge proposes to move forward with the project on the basis of the Stage 2 and 3 calculations of EBO 184, which looks at customer fuel savings and the economic benefits of project construction which we will argue, though, is not required to be applied as the company proposes.  And there are additionally more offsetting risks, such as stranded asset risk that should be taken into account in those calculations, but were not considered.

These additional considerations, while not formally part of EBO 134 -- and that makes sense considering the policy environment when EBO 134 was developed -- should be part of the economic assessment that this Panel undertakes to make its determination, especially for the purposes of determining how the project costs are to be recovered from customers and, specifically, from which customers.

Other parties will explore in this proceeding with Enbridge and the witnesses the need for the pipeline itself, and if there are more effective alternatives.  We are interested in hearing those discussions, so we can better assess the evidence before coming to any conclusion on those issues.

If the pipeline is needed and the costs are considered reasonable by the Board, we believe that Enbridge has the tools to allocate the costs more appropriately by requiring those driving the need for the project to pay for it through capital contributions.

We are interested in hearing more from Enbridge and we will have questions of our own to better understand why they don't believe that this is possible or appropriate.  But in our view, it is appropriate, and the OEB should require those who are driving this considerable expenditure to be required to pay a contribution so that existing customers are not unduly cross-subsidizing these new customers and their incremental loads, and for those customers to also unfairly bear the risk.

At the end of the day, the OEB is going to be asked to assess the interrelated issues of need for the project, the risk for the demand forecasts over the long term and fairness of how those costs are allocated amongst those driving the project and all others, all of this for a project whose costs in just one year have dramatically increased.

The School Energy Coalition looks forward to participating in the hearing over the next few days to explore these issues.  Thank you, very much.

MR. MORAN:  Thank you Mr. Rubenstein.  Next we have Three Fires Group, Mr. Daube.
Opening Statement by Mr. Daube:


MR. DAUBE:  Good morning.  My name is Nick Daube.  I represent the Three Fires Group.  Three Fires Group will have submissions on environmental impacts and on the issue of Indigenous consultations.  But today, I will be focusing on the questions relating to project economics that will form the focus of the next few days.

The questions of project need and public interest are posed in a very different context than they were in the past.  Specifically, the energy landscape is undergoing rapid changes related to energy transition, and that perspective is generally absent from Enbridge's application.

For a project application to instil confidence that it promotes the public interest both today and tomorrow, it is essential that any application acknowledge and respond to the changing landscape that energy transition realities present.  And once again, Enbridge's application today fails that test.  Its application, in fact, represents a business as usual approach.

Three Fires' central position relating to questions of project need and economics in this proceeding has three parts, as follows:  No. 1, project need has not been adequately demonstrated, and that is for a few reasons.

First, the expressions of interest that Enbridge uses as the central basis for its demand projections are highly uncertain.  They are often effectively non-binding, with light or no penalty provisions, and they only cover a short period of time.  There remains a very real risk that the demand that Enbridge asserts will not materialize.

That central problem is exacerbated by the fact that Enbridge has generally failed to account for the risk relating to energy transition specific to this project and generally with respect to their operations across Ontario.  There is no meaningful analysis of risks relating to energy transition in this application, either related to the project, the region, the sectors that are driving the asserted demand.

And that is because Enbridge has failed to perform the kinds of regional, sectoral scenario analyses that are necessary to examine the likelihood that this project will be underutilized or stranded over the course of its lengthy amortization period.

Enbridge has also failed to engage in the kind of integrated regional planning with the electricity sector that would be necessary to avoid the prospect of two competing systems.

Enbridge does not reference and therefore, in the submission of my client, Enbridge ignores the fact that Stellantis and others in the auto sector are pursuing and publishing aggressive emission-reduction strategies that are at odds with the long-term realities underpinning this application or are asserted in this application.

Enbridge ignores the fact that greenhouses are mobile and are already, in the context of this application, raising the prospect that they may move out of the jurisdiction and out of the region.  And they ignore the fact that gas plants face increasingly onerous regulation that may lead to lower demand in the future.

So those risks are all absent from Enbridge's economic analysis.  As a result, project benefits are necessarily overstated, they do not include any attempt to perform any sort of risk discounting or possibility that their best-case projections don't pan out.  They do not include any sort of risk discounting that would flow from a meaningful examination of how energy transition will impact energy costs in the region, conception in the region and that, over the short, medium, and long term.

So my client's second position:  With those gaps, it is virtually impossible for Enbridge to meaningfully address the question of whether this project serves the public interest; there is just far too much uncertainty that Enbridge has failed to address in its application.

With the degree of that uncertainty, Enbridge can't provide the assurance that it has meaningfully considered and accounted for project risk relating to the energy transition.

Until it performs those analyses, both regionally and across its operations and also specific to the project, it provides no confidence that energy transition risks are understood, let alone mitigated.  And that results in a great deal of risk that the assets will be underutilized, that projections won't pan out, that they will ultimately become stranded.

So the third position answers the question of who should bear those risks.  Who should bear the risks, when it is clear who the entities are that are driving the request that those risks be incurred.

So, in the circumstances, the third key position that Three Fires will assert is that it's Enbridge's large-volume customers that should be responsible for bearing the costs relating to the risk that they are responsible for creating, and put simply, that results in a position that there should be some form of contribution on the part of those customers for the costs of the project, should the OEB choose to approve it.  Thank you very much.

MR. MORAN:  Thank you Mr. Daube.  And I think that takes us to the end of the opening statements.  So, I think this is a good time to take us to the morning break, we will adjourn until ten after 11, thank you.
--- Recess taken at 10:52 a.m.

--- On resuming at 11:20 a.m.

MR. MORAN:  All right, I think we are ready to continue.  Mr. Elson, I think you are going to call your witness next?

MR. ELSON:  Yes, thank you, Commissioner Moran.

MR. MORAN:  Maybe we'll get Commissioner Sword to affirm her.

MR. SWORD:  Dr. McDiarmid, welcome.  I am going to administer the oath, and you'll be asked to respond to two questions.

DR. McDIARMID:  Okay.

MR. SWORD:  The first question is:  Do you solemnly promise this Panel that you will tell the truth, the whole truth, and nothing but the truth?

DR. McDIARMID:  I do.

MR. SWORD:  And do you understand that breaking that promise would be an offence under the law?

DR. McDIARMID:  I do.
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Heather McDiarmid; Affirmed.


MR. SWORD:  You've been sworn in.  Thank you very much.  You have the floor.

MR. ELSON:  Thank you, Commissioner Sword.

Panel, Dr. Heather McDiarmid is an independent consultant based in the Kitchener area.   Dr. McDiarmid is the principal of McDiarmid Climate Consulting, as well as a lecturer and a sustainability living lab co-ordinator at the University of Waterloo.  Dr. McDiarmid has a PhD in biochemistry and a Master’s of Climate Change.  With respect to heat pumps in particular, Dr. McDiarmid has published a number of papers presented on the subject and is involved in ongoing research.

Dr. McDiarmid was accepted as an expert in Enbridge's most recent DSM proceeding, and we propose to have Dr. McDiarmid accepted as an expert in modelling residential heating options, which was the same as in the DSM proceeding.

I have canvassed the parties and asked anyone with objections to Dr. McDiarmid being qualified as such to let me know.  I have received no such objections, and so, with that, we request that Dr. McDiarmid be accepted as an expert in modelling residential heating options.

MR. KEIZER:  Mr. Chair, if I may.  With respect to the qualification of Dr. McDiarmid, I just would like to say that, with respect to Enbridge's position, it's that Enbridge takes no position on Dr. McDiarmid's qualifications for the purposes of this proceeding.

MR. MORAN:  All right.  So you're not objecting to her being qualified as an expert, in other words?


MR. KEIZER:  And, basically, for the purposes of this proceeding.

MR. MORAN:  Thank you.  Thank you, Mr. Elson.  On the basis that there are no objections to Dr. McDiarmid being qualified for the purposes that you've described, the Panel is prepared to accept her as an expert as described.
Examination-in-Chief by Mr. Elson:


MR. ELSON:  Thank you.  Dr. McDiarmid, you submitted evidence, interrogatory responses, and a presentation in this proceeding.  Do you adopt those as your evidence in this proceeding?

DR. McDIARMID:  I do.

MR. ELSON:  And, Ms. Calhoun, could you please put Dr. McDiarmid's presentation up on the screen.  And perhaps we could start by having this marked as an exhibit.

MR. MURRAY:  That will be Exhibit K1.3. 
EXHIBIT K1.3:  DR. MCDIARMID'S PRESENTATION

MR. ELSON:  And I have no questions in direct examination, except to ask Dr. McDiarmid to go through this presentation for the Panel.  Go ahead, Dr. McDiarmid.
Presentation by Dr. McDiarmid:


DR. McDIARMID:  Thank you.  So, in this presentation, I will be talking about some of the gas alternatives that exist in the Panhandle, particularly with respect to customer options and greenhouses.  Next slide, please.

And what you'll see is that the results of my analysis show that gas heating is not the most cost-effective option for residential customers in the Panhandle.  In fact, heat pumps, electric heat pumps, can lower total energy bills by approximately $12,000 over the equipment's lifetime.

Furthermore, I'd like to introduce some alternatives that do exist that are technically feasible to reduce some, or all, gas use in greenhouses such as those in the Panhandle.  Next slide, please.

So, first off, Enbridge says that customers can save $225 million by choosing gas over alternatives.  This is a 20-year net-present-value value.  And, when I looked at their analysis, there are three things that stood out for me.  First of all, Enbridge's analysis did not account for equipment efficiencies, and equipment efficiencies are not all 100 percent.  What's more, when they don't account for equipment efficiencies, they are essentially saying that the electric alternative for gas heating is electric resistance heating.  

And we all know that homeowners nowadays are not looking for electric resistance heating when they are looking at electric heating; they are looking at heat pumps.  And that's because electric heat pumps are far more efficient.  They can be 200, 300, even 500 percent efficient, because they are moving heat, not generating heat.  And, because of their incredible efficiencies, heat pumps are often the most cost effective option in various jurisdictions right across Canada.

And, furthermore, I also found that, in Enbridge's analysis, they did not include all of the variable fuel costs that customers pay when they are connected to gas, and it also did not include fixed charges. Next slide, please.

So I used two different approaches in my analysis.  The first approach was to start with the spreadsheets that Enbridge Gas used in their analysis, and I adjusted them as little as possible to compensate for the deficiencies.  So, so first of all, I accounted for the equipment efficiencies, average efficiencies of gas systems, propane systems, oil heating systems.  And, when it came to the electric option, I assumed all-electric heat pumps; that would be heat pumps for space heating and space cooling, as well as heat pumps for water heating.

I also included all variable gas costs.  And, when I did that, Enbridge's spreadsheet came back with the result that customers will, in fact, lose $48 million with gas over 20 years, as a net present value, when compared to all-electric heat pumps. Next slide, please.

But the analysis that Enbridge conducted didn't include some of the factors that I think should have been included if we are making a comparison from the customer perspective, and so I used spreadsheets that I had developed for the demand side management process to compare the total cost impact of gas systems to electric heat pumps for houses.  And that analysis includes the up-front cost of the equipment, it includes the full variable costs for fuels, as well as the gas fixed cost.  So a homeowner that is connected to the gas supply pays roughly $300 per year just to be connected and, if they choose to go all-electric instead, they would be saving those costs.

This analysis also allowed me to include the cost of cooling, because a heat pump provides cooling in the summertime, but you would need to use air conditioner in a regular -- if you are using gas for heating.  And, of course, I am also including the cost of heating.

With this more detailed analysis, my results showed that a homeowner, or a residential customer, can save on average about $12,000 in lifetime energy bill costs with electric heat pumps instead of gas systems.  That translates to a $5,200 net present value for the single customer on a net present value savings on a 20-year time frame.  And we know that gas prices do fluctuate a fair bit over time, so I looked at what would have to happen to the gas supply cost for gas systems to be cost equivalent to all-electric heat pumps.  And, with my analysis, I showed that gas supply costs would have to drop by more than 95 percent.  Next slide, please.

What's more, there were many aspects of my analysis that are in fact fairly conservative, the No. 1 being the Panhandle area is in the southern end of the Region 5.  So Region 5, it is the region that we assume when we are looking at the efficiency of the heat pumps, because heat pumps, our efficiency depends on outside temperatures.  The Panhandle area is in the very southern end; it is part of the warmest ends of Region 5.  And therefore, average efficiencies of heat pumps for Region 5 will be lower than the performance that we would expect for the Panhandle.

Furthermore, the majority of the residential customers for this Panhandle project are new construction.  It would be my expectation that this new construction would have lower upfront costs, installation costs, both for the heat pumps and possibly also for the gas and the air conditioning, so there is that effect.

But if the homes are designed for heat pumps, then the ductwork and other parts of the whole system will have been optimized for heat pumps, and this will further improve the heat pump efficiency in those homes.

I did not look at ground source heat pumps; I was assuming air source head pumps.  Air source heat pumps are far more common than ground-source heat pumps, but there have been many studies that have shown ground source heat pumps can be more cost effective, even more cost effective, and that is because they are much more efficient.

For those homes that are not new construction, upfront costs can be further reduced through federal grants.  That's the Greener Homes grant known as the Home Efficiency Rebate Plus program here in Ontario.

And finally, we assumed or I assumed no carbon price increase after 2030.  We know that discussions have been underway about where the price should go, after 2030.  We know that the $170 per tonne isn't as high as it needs to be to encourage the types of shifts that need to happen in the long term.  It is not as high as other countries are looking, looking at, for carbon prices.  So there is the chance that carbon prices could be higher beyond 2030.

We also need to keep in mind that heat pump performance, heat pump efficiencies, heat pump capacities and costs are all going to get better with time.

So just to recap, my analysis is showing that all-electric heat pumps are a more cost-effective alternative to gas for customers -- gas systems for residential customers in the Panhandle area.

Next slide, please.  I also looked at whether there are technically feasible alternatives to using gas to heat greenhouses in the Panhandle area.  And what I found is that there are technically feasible technologies available, many of which have been used in some form and another to reduce or replace gas.

The first is biomass.  So burning biomass produces heat.  You can also use it to produce power, which greenhouses require a fair bit of, and it generates the carbon dioxide that some crops need in order to help with growth.

Newer greenhouses can be designed and built to be more efficient so that they would require less gas to heat.  That would include things like better insulating panels, being air sealed.  Yes, that would be the big ones.

Heat pumps can also be used in greenhouse applications.  And I hear that ground source heat pumps -- well, ground source heat pumps are particularly suited to greenhouses, and there are many examples of functioning ground source heat pump systems that work very well in the Panhandle area.

Simpler and not as expensive options are ground-air heat transfer systems; they just are using heat stored in the ground, without requiring a refrigeration cycle.  And, of course, you can combine these different approaches in order to reduce the need for gas.

As I see it, our society has to decarbonize.  We have committed in Canada to net zero emissions by 2050.  All sectors are going to have to work hard to reduce emissions, and the greenhouse sector is included.

Thank you.

MR. MORAN:  I think that concludes the direct evidence, Mr. Elson?

MR. ELSON:  It does, thank you.

MR. MORAN:  Thank you.  So first for cross-examination is you, Mr. Brophy.  I understand you have reduced your time estimate?

MR. BROPHY:  Yes.  We are targeting 15 minutes or so, today.

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


MR. BROPHY:  Good morning, Dr. McDiarmid.  This may be the first time we have seen each other in person, down at the far end.  My name is Michael Brophy, and I am here on behalf of Pollution Probe.

I don't plan to go into the weeds of all the tests, since I understand other parties are planning to take you there.

And perhaps we can just start by assigning the Pollution Probe hearing compendium a number?

MR. MURRAY:  That will be Exhibit K1.4.
EXHIBIT K1.4:  POLLUTION PROBE HEARING COMPENDIUM FOR ED PANEL 1

MR. BROPHY:  Thank you.  And in a minute, I will refer to page 3 through 5 of the compendium.

Before we go there, the Enbridge 2021 residential survey was filed in response to a Staff interrogatory.  I can give the reference, if you need it, but I don't think we need to pull it up.  And in the Enbridge 2021 residential survey, it indicated that most customers continue to choose natural gas, though a small but growing proportion would choose alternate sources such as geothermal or solar for home and water heating, respectively.

Does this align with your understanding of where things are heading?

DR. McDIARMID:  I think that small percentage is growing.  We know that heat pump sales have been growing quite rapidly, globally, but that is not just driven by Europe and China.  Heat pump sales were, I think it was 13 percent of -- rose by 13 percent in the United States last year.  I expect that trend to continue.  Awareness of heat pumps is increasing significantly, and you can see that in the newspaper articles that come out regularly, in most newspapers.

MR. BROPHY:  Great, thank you.  And to be fair, the Enbridge 2021 residential survey was some time ago, and certainly before the OEB's recent DSM decision which approved enhanced OEB-approved incentives starting back in January of 2023.

You may also be aware that the IESO just launched a cold-climate air-source heat-pump program, and I think it even pays the full cost for low-income customers due to the net benefits compared to other options.  Are you aware of that?  It was just in the last week or two.

DR. McDIARMID:  No.  I missed that somehow.

MR. BROPHY:  Okay.  I can share the link offline, perhaps.

It is apparent that the energy transition is occurring at a record speed, and changes that used to take decades to occur are not just happening over decades but on an annual basis or even quicker.  Would you say it's fair to say that when consumers are adequately provided information on the benefits, incentives and programs related to those non-gas alternatives, that their take-up rate for those technologies increases?

DR. McDIARMID:  I would.  I would agree with that.

MR. BROPHY:  And would you agree that there's significant opportunity, incremental opportunity to unlock those benefits for Ontario energy consumers?

MR. KEIZER:  Mr. Chair, can I just raise a question of point of order?  Mr. Brophy was very clear in his five-minute position that he had, he was opposed to the pipeline.  His questions that he is posing to this witness, which he is not adverse to, is in the form of cross-examination.  And it would seem to me that it would only be fair if he was to pose any questions and be posing it either in the form of direct examination, or be able to show that it's relevant to the position that he is taking as opposed to putting forward what I would akin to be sweetheart cross-examination.

MR. MORAN:  Mr. Keizer, are you suggesting that a question has to be relevant to one's position as opposed to being relevant to the subject matter before us in order to be asked?

MR. KEIZER:  No, actually I am not proposing that. What I am proposing is that Mr. Brophy is not adverse to this witness.  He is posing questions which is are cross-examination questions which align to his position, so it's akin to a form of cross-examination by way of direct examination, which I don't think is appropriate or fair to do.  And he is also introducing evidence which is well beyond Dr. McDiarmid's report.

MR. MORAN:  Perhaps you could provide us with an example of that?

MR. KEIZER:  Well, he just simply raised the last question with respect to whether or not if you provide advertisement or other incentives within information about whether people would take that, those appliances, up sooner or more aggressively.  I don't recall Dr. McDiarmid, in any way, suggesting that within her report, it was purely on the basis of the economic model that she provided.

MR. MORAN:  Mr. Elson, any comment?

MR. ELSON:  Mr. Chair, it's not clear to me whether there is now two objections instead of one objection.  But I will start with the first objection, with the comment that the questions should be phrased in an open-ended fashion as opposed to, you know, more in the realm of cross-examination.

And I will just be honest with you, Mr. Chair.  I have never heard anyone make that comment in an OEB proceeding before, and I don't take any position as to how Mr. Brophy asks his questions.  You know, as to the second, I am not even sure if this is an objection or not, the comment about the questions straying beyond the scope of the report, I personally haven't heard that at this stage.  I have seen some materials that parties have filed that do stray farther beyond what Dr. McDiarmid has testified to, and I will be raising those at this point, but I have no concerns from that perspective at this time.

MR. MORAN:  Mr. Brophy, any comment?

MR. BROPHY:  I can reassure Mr. Keizer that, although some of the facts and positions for Pollution Probe appear clear, there's other things that are less clear and it is important to have an open and complete record.  We have not had the opportunity to consult or talk to Dr. McDiarmid, this is our only opportunity and therefore validating things that we understand I believe is appropriate in this proceeding.

MR. MORAN:  So, Mr. Keizer, I think what you appear to be concerned about is this idea of perhaps what's referred to as sweetheart cross-exam and what that might be in the context of a polycentric administrative tribunal hearing, as opposed to in court.  We know that there's a number of parties that are opposed to the project and a number of parties who are in favour of the project, and in the cross-examination schedule we have you last, presumably because you will be a bit more antagonistic in your cross-examination than perhaps Mr. Brophy is.  But I think at this point we will let things continue.  


We have noted what you have indicated.  If a question is going to take Dr. McDiarmid truly outside her area of expertise, which presumably is not confined strictly to her report, then, you know, please feel free to raise it and we will solve that problem when it arises.

MR. KEIZER:  Thank you, Mr. Chair.

Mr. Brophy:  Thank you.  That might put my time estimate off just a little bit there, but actually based on what Mr. Keizer just mentioned, I would note Enbridge filed, last week in EB-2022-0335 proceeding, a letter that I assume they might be referencing at some point in this proceeding and it was Aird & Berlis that's the counsel on that one, so it may be a surprise to Mr. Keizer, I just wanted to give fair notice that if there was intent to reference that letter or those materials in relation to the Greener Homes grant program, that perhaps it would be fair to us and all parties that that be done early as well because there's some uncertainty on whether Enbridge will be the stakeholder being allowed to deliver that program into the future, based on Enbridge's letter.  

So, I will leave that with Mr. Keizer, but irregardless of any changes that might be happening to say the specific incentives on Greener Homes grant program, would it be fair to say that non-gas alternatives in your opinion will continue to be an attractive option compared to natural gas for current and prospective customers in Ontario?

DR. McDIARMID:  I would say that electric heat pump options would continue to be an attractive alternative to customers in Ontario.

Mr. Brophy:  Okay, thank you. And I just have one final question.  I am aware of cold climate air source heat pumps being installed including through the Enbridge program, you know, there's been some installed by, you know, colleagues in the energy sector and utilities as well.  And my understanding is that the current incentive of 6500 from Enbridge actually covers the cost of some cold climate heat pumps being installed almost entirely now.  I didn't realize that the prices had come down for covering a home on a cold climate air source heat pump full installation.  Those numbers are much lower than what I think you're relying on; does that surprise you if those numbers are correct?

DR. McDIARMID:  The conditions where the $6,500 rebate would cover the full cost would be when you are installing a heat pump that is designed as a hybrid system with an existing, usually gas, furnace.  Those heat pumps usually are not designed to provide heat at very low temperatures, they are not -- not usually cold climate heat pumps. So, when we are looking at having a heat pump provide all of the heat through the winter, then the costs will be higher than that 6500.

Mr. Brophy:  Okay.  Those are all my questions, thank you.

MR. MORAN:  Thank you, Mr. Brophy.  Energy Probe is up next.  Mr. Ladanyi.
Cross-Examination by Mr. Ladanyi:


MR. LADANYI:  Thank you.  Good morning, Dr. McDiarmid.  We met at the break but I have to greet you again on the record.  My name is Tom Ladanyi, I represent Energy Probe.  And just so that Mr. Keizer does not object, Energy Probe is not opposed to the pipeline, Energy Probe is just opposed to having customers subsidize this pipeline.  As long as customers who are benefitting from the pipeline pay their costs, we are supporting the pipeline, so this is not a sweetheart cross by any means. 

I have just a few general questions about heat pumps.  It's very rare, by the way, that the OEB sees a heat pump expert, and you are one so you don't mind if I just ask you some general questions about experience with heat pumps. 

For example, specific to the experience of a homeowner of an older house built, for example, in the 1940s who may be looking to replace their gas furnace with a heat pump.  Before I begin, would you agree that there are many such homes in Ontario?

DR. McDIARMID:  There are many, yes.

MR. LADANYI:  Probably in the Windsor area, as well.  Windsor is an older city.  It has been around for more than 100 years, that's for sure.

DR. McDIARMID:  I am not terribly familiar with the percentage in that area, but I imagine there are many.

MR. LADANYI:  Very good.  Would you agree that a home built in the 1940s, if not renovated, would have likely little to no insulation in its exterior walls?

DR. McDIARMID:  Homes built before 1941, when building codes were brought in, is a big question mark.  It depends on the builders.  I had a look at the building code, the 1941.  It did actually recommend some insulation in the homes; it wasn't a lot.  So it's really the homes built before 1941, where we can assume insulation performance is -- building envelope performance, that's a better way to put it -- building envelope performance is not very good.

MR. LADANYI:  Very good.  So would you agree that homes built at that time would have very inferior attic insulation compared to new homes built today?

DR. McDIARMID:  Attic insulation?  Well, some of the work that I have done shows that it's actually not that bad.  And that is partly because of efforts after the oil embargo.  You know many, many decades ago, there was a lot of insulation put in attics at that time in order to reduce costs, and adding insulation to attics is very cost effective.  It's much easier and paybacks are very good.  So insulation in attics usually isn't a major problem; it's the walls and the foundations.

MR. LADANYI:  In a typical older, Ontario, single-family home, with no or little insulation, how do heat pumps perform when heating those houses?

DR. McDIARMID:  Well, just like any heating system, they have to work harder.  They have to produce more heat.  And so it's very important, when looking to put in a heating system, that the heating system be sized correctly.  With gas systems, it has been common for installers just to put in a very large system, because there's very little penalty to oversizing the system, whereas with heat pumps, you really need to size it correctly if you want to get good heat and ensure good efficiency.

MR. LADANYI:  I would assume that a larger heat pump would cost more, would it not?

DR. McDIARMID:  Yes, it would.

MR. LADANYI:  In your report, what size of heat pumps did you assume?

DR. McDIARMID:  I assumed a 3-tonne heat pump.

MR. LADANYI:  So that would be, what, a larger or a smaller heat pump?  I am not an expert on heat pumps.  Could you explain to me what exactly would that be?  Average size?

DR. McDIARMID:  Well, that's -- I looked for average, yes.  So it's not large; it's somewhere in between.

MR. LADANYI:  So, if a heat pump is installed in a home with no insulation, would the heat pump typically have to run longer, or possibly all the time, to try to heat that house?  I am talking about during the heating season.

DR. McDIARMID:  So it will run for longer in order to maintain heat.  It all depends on how the installer has sized it.  It may require electric resistance heating on the very coldest days.  But we are talking about the Panhandle, where temperatures don't get as cold as they do in other parts of Ontario.

MR. LADANYI:  When you mentioned electric resistance heating, would that be electric resistance heating that is part of the heat pump, or it is electric resistance heating that is separate from the heat pump?  For example, a homeowner might have some electric resistance heaters plugged in the wall in upstairs bedrooms that are cold.

DR. McDIARMID:  So, if we are talking about a central ducted system, then the electric resistance heating is usually installed as part of the unit with the cold climate heat pump.

MR. LADANYI:  So heat pumps with electric resistance heating, do they cost more than those without electric resistance heating?

DR. McDIARMID:  I have never got an firm answer on that.  My impression is it's not a big difference in cost, but I never have gotten a firm answer on that.

MR. LADANYI:  So, in comparison, would a modern gas furnace have to run as long as a heat pump to heat an older home with no insulation?

DR. McDIARMID:  No.  A gas furnace produces higher-temperature air than a heat pump does, and, therefore, it takes less time to heat up a space than a heat pump does.

MR. LADANYI:  So, if a heat pump has no or little insulation, can all heat pumps be relied upon to maintain a comfortable interior temperature below 0 degrees Celsius?

DR. McDIARMID:  Below zero?  You know, with these older homes, every home is a bit different.  You have to look at the insulation, you have to look at the air sealing, and you have to look at the existing duct work to see if it can handle the increased air flow that you have with a heat pump.  What is optimal is a bit customized.

I am not sure that I can really answer this in a general way.

MR. LADANYI:  In a general way -- these are fairly general questions, and I apologize for that.  So, for example, at minus 10 degrees Celsius or at minus 20 degrees Celsius, what would be the situation there?  It would be obviously worse.

DR. McDIARMID:  Well, cold climate heat pumps, modern cold climate heat pumps, have good capacity at minus 10.  That means they are able to move very large amounts of heat.  They don't -- the cold climate heat pumps don't -- oh, how to explain that.

With a conventional, old type of heat pump the way my parents installed in the 1980s, it would not be able to provide all the heat down at those lower temperatures, because it gets harder and harder for it to extract heat and it didn't have the efficiency.  It wasn't able to move enough heat to keep the home warm.  But modern cold climate heat pumps, if they're sized correctly for the home, should be able to do that if that is what the customer is asking for.  If they are asking that the heat pump provide -- it is the primary source of heating right down to the lower temperatures, it can be sized to do that.

MR. LADANYI:  So that's definitely a requirement, that they be properly sized.  And is it also a requirement that the home be properly insulated?   Is that what you're talking about?

DR. McDIARMID:  Well, it gets harder if a home is not well insulated, because the heating load is higher.  And so you would need a larger heat pump.  Maybe you may even need more than one heat pump, if it's really bad.  If it's a large home and it's really leaky, you may need, like, a mini-split in addition to a ducted system, but you can do it.

MR. LADANYI:  So, if a homeowner install as heat pump and sets their thermostat to a temperature, say for example 20 degrees Celsius, heated by a heat pump, and their home's interior temperature continues to drop -- remember, this is like the first year of experience --


DR. McDIARMID:  Yes.

MR. LADANYI:  -- such that a desired temperature cannot be maintained, what advice would you give that homeowner?

DR. McDIARMID:  Well, the problem there is that the heat pump was not sized correctly.  It was sized too small.  So, you know, once that heat pump is installed, you have those assets; you would have to add something else to provide additional heat.  But the problem was that it was not sized properly in the first place.

MR. LADANYI:  So then the homeowner could go to Canadian Tire and buy a plug-in-the wall electric space heater, for example.

DR. McDIARMID:  They could do that, yes.  Or they could buy a single mini-split system to provide additional heat.  There are options.

MR. LADANYI:  Would you agree that it would be relevant to a homeowner of an older house without insulation to have data comparing the heating rate of a gas furnace compared to a heat pump, when deciding what type of heating solution to purchase?

DR. McDIARMID:  I am not sure the homeowner is going to get anything meaningful out of the heating rate.  I think that homeowners need better information about the different options for sizing.

You can size it so that the heat pump doesn't provide all the heat and you use some other form, like a gas furnace, to provide the additional heat on the coldest days.  That is a different option, and homeowners need to know what those options are, and the benefits and drawbacks of those options.

MR. LADANYI:  Who would provide that information?

DR. McDIARMID:  Well, usually, that is the installer.

MR. LADANYI:  For a homeowner of a house without insulation who has limited budget and is looking to improve heating efficiency of their home, would you recommend that homeowner first buy a heat pump, or insulate their home?

DR. McDIARMID:  I think that is where the Greener Homes grant is well designed.  You start with a home energy audit, and those are when you get the experts to come in and look at what are the insulation levels in the various parts of the home, what are the good options and, you know, what is the air leakage, what can be done easily, what is harder to do and what steps are the logical order for that home.

MR. LADANYI:  So, in order to properly insulate a house, would the normal approach be to have to take down exterior walls, install insulation and then redo those walls, typically with drywall?

DR. McDIARMID:  You can do it either from the exterior or the interior, for walls.

MR. LADANYI:  Yes, from either inside or outside, exactly.  But they are the walls on the outside of a house, not the interior between rooms.

DR. McDIARMID:  Yes.  And that is assuming there isn't an empty cavity.  Some older homes without insulation do have an empty cavity where you can blow in insulation, so it is a third cheap --


MR. LADANYI:  So that would be a cost to the homeowner, would it not?

DR. McDIARMID:  Yes.  Yes, there would be a cost to the homeowner, yes.

MR. LADANYI:  So in older homes -- so, does the framing of exterior walls typically have enough space to install insulation at today's building code standards?  Or it does not?

DR. McDIARMID:  I am not an expert on the approach to -- the best approach to adding insulation to walls, because it is -- there is a lot of building science that goes into that.  It is not just a matter of insulation; it is also a matter of moisture control because, if you do it wrong, you can trap moisture in the walls and then you get mould.  So this is again where you would want your home energy auditor to come in and given a custom assessment.

MR. LADANYI:  So this is a pretty large project for an owner of an older home.  For example, if the walls are bricked, brick with thin strapping and drywall or plaster on top, would those walls need to be reframed to allow for greater depth between the exterior brick and interior drywall, such that the insulation could be installed?

MR. ELSON:  Commissioner Moran, I am going to object to this line of questions.  The witness has said she is not an expert in this area, and I just worry that asking her to speculate is not a good idea.  Thank you.

MR. MORAN:  Mr. Ladanyi, what do you say to that?

MR. LADANYI:  I think this witness has made certain claims about competitive advantage that heat pumps have.  And our position is that her evidence does not cover all the costs of heat pumps that homeowners would have to face, and I am testing that knowledge in her evidence.  I think it is very relevant to the proceeding.

If she doesn't know about it, that is actually also relevant because then it takes away from the significance of her evidence.

MR. MORAN:  All right.  Well, why don't we proceed on that basis, then?

MR. LADANYI:  So do you know or do you have any idea on the approximated cost to reframe exterior walls to prepare them for modern insulation?

DR. McDIARMID:  No.  But I would like to point out that it may not be necessary in all cases to add insulation to walls.  I have known of older homes built before 1941 that have installed heat pumps without adding insulation to the walls.

MR. LADANYI:  You mentioned a little while ago a $6,500 rebate, and this is what is available in Ontario, in the Windsor area?

DR. McDIARMID:  Well, a $6,500 rebate is available to homeowners who are currently Enbridge Gas customers.  If they are not Enbridge Gas customers, it is $5,000.

MR. LADANYI:  So would that include the cost of insulating a home?

DR. McDIARMID:  $5,000 is the maximum that you can get in a rebate, and it is up to the homeowner how that is applied.

MR. LADANYI:  But the cost of insulating a home could be much larger than $5,000 or $6,500, would it be?

DR. McDIARMID:  Absolutely, costs could be higher than that.  There will also be savings, of course.  If you are adding insulation, your heating costs will come down.

MR. MORAN:  Mr. Ladanyi, if I could just interject for a moment:  I think it is a matter of public record that the DSM program that was approved for Enbridge to implement has a $6,500 incentive in relation to the heat pump installation, but it also has additional incentives available for upgrading your insulation, with a maximum incentive of up to $10,000, if you are an Enbridge customer.

So I just wanted to make sure there was no confusion on the public record; that is all reflected in the DSM decision.

MR. LADANYI:  Thank you.

MR. MORAN:  On top of that, you get a refund of the energy audit cost, as well.

MR. LADANYI:  Thank you.

DR. McDIARMID:  Thank you.

MR. LADANYI:  I might have to look at those and combine them with the evidence of the witness.

DR. McDIARMID:  Am I allowed to point out that in this analysis, over 95 percent of the residential buildings are expected to be new buildings, not existing?

MR. LADANYI:  Thank you.  In the scenario of an older home with no insulation and a homeowner with very little money for home improvements, where a new heating system is required, given the high cost of insulating an older home, it is reasonable to include the homeowner who cannot afford to insulate their homes would favour a heating source which heats faster, such as gas, than a heating source that heats slower, such as a heat pump?

DR. McDIARMID:  Well, in the long term, I am not sure that they are better off because it is going to -- if you don't put in insulation, you are going to continue to pay a lot for heat.  And if gas is not, as we have seen, the most cost-effective way to provide that heat, then in the long term it is going to cost more, I would imagine, in most cases.

MR. LADANYI:  So in your estimates for the lifecycle cost of installing a heat pump versus a gas furnace -- and that's in Table 3 on page 4 of your evidence -- have you considered the likely experience of a homeowner installing a heat pump in a drafty house, or in an ideal home that is insulated according to modern building home standards?  So what is your comparison, actually?  Is your evidence based on an ideal home?

DR. McDIARMID:  All right.  The heating load in this, in the analysis that I did, the second analysis I did using my spreadsheets from the demand-side management, I was using average heating loads from Ontario based, I believe, on the comprehensive energy use database.  So that was average.

MR. LADANYI:  I think you covered this, my next question, already, but I just want to get the confirmation from you:  Since not all heat pumps have the same capabilities or performance for heating at low temperatures, some claim to heat as low as minus 30, but others minus 20 or even minus 15, like the popular Bosch ducted heat pump, and not performing optimally at those low temperatures.

Would some homeowners installing heat pumps require to choose to install a back-up or auxiliary heat source when attempting to replace their home heating system with a heat pump?

DR. McDIARMID:  Many cold climate air source heat pumps will be installed with a back-up electric resistance heating source, and that's for a variety of reasons, one of which is to provide heating if heating loads exceed the capacity of the heat pump.

But I would like to repeat that if the heating -- if the cold climate heat pump has been sized to provide all of the heating for the home and the installer has done a good assessment of the heating load of the home, then those back-up resistance heaters should not come on in the majority of the cases.

MR. LADANYI:  I am coming to my last question, now.  Sorry, did I cut you off, by the way?

DR. McDIARMID:  Yes.  So it is usually designed for the design temperature.  So the design temperature is the -- sorry.  I should say that the NRCAN Sizing Guide D is what I am assuming here, which is that the heat pump is sized to provide all of the heating needs down to the temperature at which local temperatures remain at or above, 99 percent of the time.

MR. LADANYI:  Thank you.  Now are you aware that some insurance companies require homeowners who install heat pump systems to have a back-up source of heat?

DR. McDIARMID:  Yes.  It can be electric and, yes, I am aware of this.

MR. LADANYI:  Thank you.  These are all my questions.

MR. MORAN:  Thank you, Mr. Ladanyi.

Next, we have Atura Power, Ms. Newland.  I think you will take us at least to the lunch break.  We are looking at stopping at 12:30.

MS. NEWLAND:  Thank you, Mr. Moran, I actually have no questions.  I cede my time to Mr. Vellone.

MR. MORAN:  That takes us much more quickly to the lunch break, thank you.  Mr. Vellone on behalf of APPrO, do you have questions?

MR. VELLONE:  I do, Commissioner Moran, and I am in your hands.  I am not sure if I will take the full 25 minutes that I provided an estimate for, if I do are you okay starting lunch a little bit late or is it better to adjourn now and then just allow me to do my questioning all at once?

MR. MORAN:  Let me check with the court reporter.  All right let's proceed, then, and the court reporter indicates she is fine with us continuing at this point.

What this will do is ultimately help shorten the day at the end of the day anyway, so let's carry on and if you find a logical break point around 12:30 feel free to mention it.
Cross-Examination by Mr. Vellone:


MR. VELLONE:  Okay.  Thank you, Commissioner Moran. Good morning, Dr. McDiarmid.  I briefly introduced myself during the break, but my name is John Vellone and I am counsel to the Association of Power Producers of Ontario. I wanted to start this morning with something you said during your opening presentation, actually, and it related to some of the materials you presented on alternative heating sources that greenhouses can use.  And what you said when you were talking, at least about the ground source heat pumps, was I hear that greenhouses can use ground source heat pumps as an alternative for heating and that it might be cheaper. Do you roughly recall that?  I just wanted to ask you what did you mean when you said, "I hear that"?

DR. McDIARMID:  So, I don't recall saying that it might be cheaper for the greenhouses.  I have read about cases where ground source heat pumps have been used with greenhouses.

MR. VELLONE:  So, you did a literature review?

DR. McDIARMID:  That is correct.

MR. VELLONE:  And your literature is actually well cited in your footnotes throughout your report; is that a fair assessment of the research you did?

DR. McDIARMID:  Yes.

MR. VELLONE:  Are you purporting to be an expert on greenhouse operations or heating and cooling of greenhouses.

DR. McDIARMID:  No.

MR. VELLONE:  No.  So, the basis of your opinion before the OEB is this literature review you have done, you have provided them with links to all the articles that you have looked at and that's the basis of your expert report?

DR. McDIARMID:  Correct.

MR. VELLONE:  Is there any other literature that this panel should be made aware of that looks to how common these alternative solutions that you have proposed are used in greenhouses in Canada?

DR. McDIARMID:  No other literature.  These, I will concede, that these are not common.  It's often because it's not economically feasible at this time.

MR. VELLONE:  Thank you.  The other question I have that relates to your opening statement goes largely to how your evidence is being considered in this proceeding as a part of the OEB's EBO 134 test for transmission reinforcement projects.  Do you purport to be an expert in that EBO 134 regulatory test?

DR. McDIARMID:  No.

MR. VELLONE:  Thank you.  I also wanted to follow-up on a question that my colleague Mr. Ladanyi had, where he was asking you about the use of backup resistance heating together with air source heat pumps.  And I think your evidence was many customers do choose that option; did I get that right?

DR. McDIARMID:  Many cold climate air source heat pumps are installed with backup electric resistance heaters.

MR. VELLONE:  Thank you.  That's what I had understood.  Now my question for you is in your modelling for the costs of heat pumps, did you include the costs of incorporating these backup resistive heater elements or not?

DR. McDIARMID:  So, the cost, the up front cost of the cold climate air source heat pump that I used is the cost that Enbridge used in their demand side management study.  I don't know the details of what was included in that.  It would be my guess that it includes a backup resistance heater, but I cannot confirm.

MR. VELLONE:  Thank you.  Maybe that's a question for me to put to the Enbridge witness, then.

MR. ELSON:  If I could just interject.  We would be happy to take it away by undertaking in terms of to see if we can figure out whether it's included and, you know, generally the cost of backup resistance heating if that would be of assistance.

MR. VELLONE:  Mr. Elson that would be fantastic.

MR. MURRAY:  That will be undertaking J1.1.
UNDERTAKING J1.1:  ED TO EXPLORE AND ADVISE ON THE COST OF BACKUP RESISTANCE HEATING TOGETHER WITH AIR SOURCE HEAT PUMPS


MR. VELLONE:  I did not circulate a compendium in advance, but I am wondering if the person that has control of the screen could perhaps pull up the Enbridge reply evidence updated on to the screen and go to page 7.  Paragraph 15.  In Enbridge's reply evidence they state that Dr. McDiarmid does not consider the cost of incremental electricity infrastructure, and you can read what the evidence is from Enbridge.  Do you agree with Enbridge in this regard?

DR. McDIARMID:  I don't know why I would include the incremental electricity infrastructure cost when calculating the cost for the consumer.

MR. VELLONE:  So, perhaps this is where you and I would depart our thinking on this.  But we are before the panel here today adjudicating a leave-to-construct of a gas transmission reinforcement project, and the alternative that I think is being put forward necessitates electricity transmission and supply infrastructure to be available to fuel all these heat pumps; would that not be fair?

DR. McDIARMID:  It would, but I would not be in a position to tell you how much and what that would cost or even what scale that is.

MR. VELLONE:  Because you are not an expert in electricity --


DR. McDIARMID:  No.

MR. VELLONE:  -- system planning or anything like that?

DR. McDIARMID:  No.

MR. VELLONE:  That's fair?

DR. McDIARMID:  Correct.

MR. VELLONE:  But you would agree with Enbridge's comment here that you have not even attempted to incorporate that infrastructure costs into your modelling at that?

DR. McDIARMID:  I would agree.

MR. VELLONE:  Okay.  Perhaps we could pull up Enbridge's response to APPrO 10.  Thank you.  And if you could scroll down to the next page.  Enbridge provides a link to OEB Orders-in-Council -- sorry, Minister of Energy Orders-in-Council; keep going.  Can you hit the link for Order-in-Council 5862023.  It's up higher.  And if you scroll down a little bit in that.  Stop.  Thank you.  Go up a little, thanks.  You'll see at paragraph underneath the background heading, it's the third paragraph down and it states that:

"According o IESO, peak electricity demand in the Windsor-Essex and Chatham areas is forecasted to grow from roughly 500 megawatts to around 2100 megawatts in 2035, equivalent to adding cities the size of Ottawa and London to the grid.”


Do you see that?

DR. McDIARMID:  I do.

MR. VELLONE:  Would you take that as true, subject to check?

DR. McDIARMID:  I will take their word for that.

MR. VELLONE:  Thanks.

MR. ELSON:  Mr. Chair, I have a concern with this line of questioning when the witness has said that she has not assessed, you know, any aspects of whether there is a need for electricity infrastructure upgrades.

And my concern, you know, is in part, Mr. Chair, that Dr. McDiarmid is not an electrical system planner, so she can't add anything to what's on this document that's on the screen.  But, even more so, if APPRO wants to make some arguments about the ability of the electric system to handle heat pumps, it should have filed evidence.  And, you know, just reading something out to this witness isn't evidence.  And so my concern is that, to properly address that issue, they would have to have provided evidence -- we have had a year to do that -- or call the IESO to speak to that issue.

The question of whether there needs to be current winter capacity increases, the cost, whether that impacts the price of electricity at all, those are complex questions, and it's a rabbit hole that, if we start going down it, I don't know where we will possibly end up.  And it concerns me, both from the perspective of what this witness can speak to, but also from the perspective of the fairness of throwing a document on the record as if it, you know, can shed light on what is a very complex question.

MR. VELLONE:  Mr. Moran, I did anticipate Mr. Elson would want his witness to have more meat on the bones than what is provided in this Order-in-Council.  

So, in advance of the oral hearing, I did provide a copy of the IESO's Need for Bulk System Reinforcements in the west of London area, to give both Mr. Elson and his witness an opportunity to look at those documents.  And, if it becomes necessary for the witness to take an undertaking to consider those documents and provide a fulsome response, I am willing to entertain that.

My questions are limited, strictly limited, to assessing the value of Dr. McDiarmid's evidence provided in this proceeding for the purposes of the Board's public interest test and this leave-to-construct application.  I won't be spending a lot of time on this.

MR. MORAN:  Mr. Vellone, I think I have heard Dr. McDiarmid indicate that she did not take into account the incremental cost associated with electricity infrastructure as part of her analysis.

MR. VELLONE:  Yes.

MR. MORAN:  I guess you are pointing to a document that says there is going to be some incremental cost associated with it, but I am not sure how, here today or by way of undertaking, she can give you anything more than she has already given.  So I am not sure that there is much value to continuing down this line of questioning.  I think we have heard her answer that she didn't take that into account.  She is not an electricity planner.  I guess you could throw out all sorts of things that have to do with electricity planning, but we have got her answer on that.  She doesn't know anything about what that part of the cost might be.

MR. VELLONE:  I have one additional question.

MR. MORAN:  Okay.  Well, let's hear the question and see how it goes.

MR. VELLONE:  Perhaps if I could ask for that needs study to be marked as an exhibit so I can make reference to it in my question, please.

MR. ELSON:  Just for the record, Mr. Chair, this document, I mean, maybe it can be marked for identification, but I don't -- the witness can't be expected to have read an 80-page document that we received late yesterday evening on a topic that she's not an expert in.  And I wouldn't want it used and put forward for the truth of its contents, because that requires analysis.  Thank you.

MR. MORAN:  No, I think that's a fair comment.  A document can be marked as an exhibit, but the extent to which we can give any weight to it will be a matter of argument and submissions and, ultimately, our considerations.  I don't think anybody sitting up here is going to say, just because Dr. McDiarmid has had a document marked in relation to her evidence, that suddenly this document speaks for itself.

MR. ELSON:  Thank you.

MR. MURRAY:  That will be Exhibit K1.5, and it's the Need for Bulk System Reinforcements West of London.
EXHIBIT K1.5:  DOCUMENT ENTITLED "NEED FOR BULK SYSTEM REINFORCEMENTS WEST OF LONDON"


MR. VELLONE:  Please turn to page 22 of this exhibit.  Thank you. You can take this away as an undertaking, because I don't expect you to have read all of this in the time that I have given you to look at it.

My question relates to your assumption in your evidence about 100 percent uptake of heat pumps in the foreseeable future as it relates to this Figure 5, the IESO forecast scenarios, and whether or not your assumption best corresponds with their low reference or high forecast.  Or, if it doesn't correspond with any of those, what does it correspond to?

DR. McDIARMID:  I don't think I have enough information to answer that.

MR. VELLONE:  Would you like some time to take a look at the report, consider it with your counsel, and see if you can --


DR. McDIARMID:  I would want to know what the assumptions being made behind this graph are.

MR. VELLONE:  All of which is a matter of public record.

DR. McDIARMID:  I looked very quickly, this morning, for some of the -- trying to find what the assumptions were in terms of sizing of heat pumps and efficiency of heat pumps, and I didn't find anything.

MR. ELSON:  Mr. Chair, we can take this away.  I am almost certain that the answer to the undertaking will be that Dr. McDiarmid can't speak to it, but, for the sake of time, I am happy to have an undertaking number applied.  But it would not be an undertaking in that, you know, we can do our best, but I highly expect the answer is the same as what Dr. McDiarmid has said on the stand here.

MR. VELLONE:  I will take that.

MR. MORAN:  I guess we can only assume that Dr. McDiarmid can speak to what she knows.  There may be limits you want to identify in the undertaking response, and it will be what it is.

MR. ELSON:  Exactly.

MR. MORAN:  Okay.  On that basis, I think we will allow the undertaking.

MR. VELLONE:  Only one more line of inquiry before lunch, I promise.

MR. MURRAY:  Mr. Vellone, perhaps before you move on, we could mark that as an undertaking.  So that will be undertaking J1.2. 
UNDERTAKING J1.2:  ED TO REVIEW EXHIBIT K1.5, FIGURE 4, IESO FORECAST SCENARIOS, TO COMPARE ED'S ASSUMPTIONS ON HEAT PUMPS


MR. VELLONE:  Can we pull up the updated Environmental Defence evidence.  I would like to ask a question about the Zuba air-source heat pump that you reference in footnote number 2.  I was wondering, can you pull up the spec sheet, because I actually found that pretty interesting.  Just click the link; there is a link there.

You point to this particular brand and model of a heat pump when you're providing evidence about cold climate heat pumps and the ability to operate at high efficiencies down to quite low temperatures.  Is that a fair characterization of your evidence?

DR. McDIARMID:  So, yes, I am pointing to that as an example of a heat pump that advertises as being able to provide heat down to minus 30.

MR. VELLONE:  Excellent.  And, if you actually scroll forward in this spec sheet, I think I saw -- right there, actually -- Zuba central air capacity at low temperatures.  If you can zoom in on that.

I think you actually put that picture in your report too.  Is that right?  Showing efficiencies down to minus 15 and down to minus 25 of the Zuba central air-source heat pump, as against standard heat pumps.  Is that -- am I reading that diagram correctly?  I am not a heat pump expert.

DR. McDIARMID:  Sorry, what was the conclusion you were coming to with that?

MR. VELLONE:  That you were referring to this in your evidence as a clear example of an air-source heat pump that is capable of providing heating capacity at higher efficiencies at low temperatures.

DR. McDIARMID:  Yes.

MR. VELLONE:  When you did your modelling, did you use the costs of these ultra-low-temperature heat pumps, or did you use some average costs?

DR. McDIARMID:  When you are talking costs, are you talking up-front or operational costs?

MR. VELLONE:  For now, up-front costs.  And I am specifically referring to the $11,100 used in your modelling.

DR. McDIARMID:  So, again, I was using the $11,100, which is the cost that Enbridge used in their demand side management modelling.  They did not specify which heat pump was being modelled.  It was simply -- the information given was $11,100, I think, and an HSPF factor of 10.

MR. VELLONE:  Are these ultra-low-temperature heat pumps generally more or less expensive than an average heat pump?

DR. McDIARMID:  These ultra-low-heat pumps are generally more expensive than average.

MR. VELLONE:  Do you know, roughly, how much the installed cost for a Zuba installed unit might be?

DR. McDIARMID:  Off the top of my head, no.  But we are talking the Panhandle area, where temperatures don't fall to minus 30.  The design temperature, if I remember correctly for Windsor, is minus 19.  That means that 99 percent of the time, temperatures are at minus 19 or above degrees Celsius.

MR. VELLONE:  Would you take it subject to check that I did some calling around to heat pump installers, and it is roughly 20,000 bucks?

MR. MORAN:  Mr. Vellone, I think, you know, taking something subject to check based on evidence that you have collected personally is a bit problematic for our purposes.  I mean, I think if you want to bring that evidence in, we are happy to provide you with the opportunity to call that evidence and have it examined.  But I don't think that is a fair question.

MR. VELLONE:  Would you be able to undertake to figure out and provide on the evidentiary record what the approximate cost of an installation of a Zuba air source heat pump is?

DR. McDIARMID:  I could, but I would question whether that is the appropriate heat pump for the Panhandle area, because this is a heat pump that is designed for very cold temperatures.  And if we are sizing a heat pump for homes in the Panhandle area, we don't need one that can provide heat at my minus 30 degrees Celsius when it doesn't reach minus 30 degrees Celsius.

MR. VELLONE:  I will take that undertaking, with whatever qualifications you think the Panel needs to see.

MR. MORAN:  Mr. Vellone, I think just before we mark this as an undertaking, in light of the evidence that you just heard, of what value would this undertaking response be for the installation of a heat pump that the witness is suggesting would not be necessary in this area?

MR. VELLONE:  I struggle, because every time Mr. Ladanyi brought up the issues that arise with heat pumps at lower temperatures, our witness kept taking us back to these ultra high-efficiency models.  But we don't have any evidence on the record of how that would play through her modelling, whether it is increased efficiencies or increased costs.  I don't know how it all plays out.  And I wouldn't mind seeing how that all plays out.

MR. MORAN:  Again, I don't think that is responsive to my question.  You are talking about something that has no application in the Panhandle area based on what the witness said.  So basically you are asking this witness to go and do some market research on installation costs for equipment that she has said isn't necessary to use in this area.

So I am more concerned about whether that helps you; I am more concerned with how it helps us, and I am just wondering how that helps us.


MR. ELSON:  Could I interject, in addition, Mr. Chair?  Like anything, there is a range of prices of different kinds of equipment from different kinds of manufacturers from different geographic locations of where they are manufactured.  And I don't think the price of one single heat pump is going to be representative of what the market price would be for, you know, very low temperature heat pumps.

I am worried, does it start getting into the price that I paid for my heat pump, or things of that nature?  The point being I agree that that won't be particularly helpful.

Going back to Mr. Vellone's comment, you know, harkening back to what Mr. Ladanyi said, we would be happy to give an undertaking about the impact of cost effectiveness of a heat pump overall in a poorly insulated home, if that's helpful.  But the reason I didn't offer that previously is that 95 percent of -- well, I think 99 to 95 percent of the homes we are talking about are new builds.

So if the general topic is you have a poorly insulated home, how does that impact the cost effectiveness and effectiveness of a heat pump, I would be happy to take that away by way of an undertaking, if that is of assistance.

MR. VELLONE:  That is helpful for us, because I was tracking Mr. Ladanyi's questions.  So perhaps we could get that marked.


MR. MURRAY:  That will be Undertaking J1.3.
UNDERTAKING J1.3:  ED TO COMMEND ON THE IMPACT THE EFFECTIVENESS AND COST EFFECTIVENESS OF HEAT PUMPS.


MR. VELLONE:  Commissioner Moran, you are going to have to excuse me, because I am not an expert in the weather patterns in the Panhandle region, and I guess Dr. Moran -- or Dr. McDiarmid, is.  Dr. McDiarmid is --


MR. MORAN:  Thank you for the promotion, there.

MR. VELLONE:  -- to be able to say whether or not a heat pump that is still a hundred percent efficient at minus 15 is not needed in that area, I just -- I didn't realize you were an expert in weather patterns in the Panhandle region.

DR. McDIARMID:  I am not an expert on the weather patterns in the Panhandle region.  I recently did a study where I had to look up the design temperature for Windsor, which is why I have it on the top of my head.  The --


MR. VELLONE:  Could you give me that?  Maybe that would be helpful.

DR. McDIARMID:  Pardon me?

MR. VELLONE:  What is the design temperature for Windsor?

DR. McDIARMID:  If I remember correctly, it was minus 19 degrees Celsius.

It isn't necessary for a heat pump to have a hundred percent of its capacity at the design temperature.  It is simply necessary with NRCan's Sizing Guide D that the capacity that it does have at the design temperature meet the heating load at that temperature for the home.

MR. VELLONE:  So you would size it bigger?

DR. McDIARMID:  Yes.

MR. VELLONE:  Yes, basically.  So I will try to make this as simple as I can.  My understanding of Dr. McDiarmid's evidence is that we are using values that, from this evidence that you see in front of you from her report, is the blue line, where efficiency drops at around plus 8, and keeps dropping at minus 10 and keeps -- presumably keeps dropping at minus 15 or minus 16.  And I just wanted to see what the blackline looked like.  And if you still don't think that's helpful, I will leave it there.

MR. ELSON:  I am sorry, I don't think that was a correct summation of the evidence.

Dr. McDiarmid, can you clarify if Mr. Vellone has properly characterized your view, saying that you are talking about a standard heat pump versus a Zuba central as described in this table here?

DR. McDIARMID:  I would disagree.  The efficiency that we assumed or that I assumed in my modelling, which was an HSPF2 -- sorry, an HSPF of 10, which is for Region 5, as I understand it, which means on average over the entire season, efficiency of heating of 290 percent.  That is the average efficiency for the whole season, the whole winter and, you know, includes all of the energy use of the heat pump.

MR. VELLONE:  Are you able to translate that 290 percent average efficiency into this, what that means from a perspective of this graph, "This is what I understood..."?

DR. McDIARMID:  So efficiency and capacity are two different things.  Efficiency tells you how well the heat pump is able to move heat.  It would be a different graph; it would be showing coefficient of performance as a function of temperature.

Heating capacity is how much heat.  So efficiency is how effective it is at moving heat or how efficient it is at moving heat, whereas capacity is telling you how much heat is being moved.  But the fact that it was an HSPF10 heat pump tells me that it was a cold climate heat pump, because you don't get HSPF10 in Region 5 with these standard heat pumps unless you are qualifying that efficiency by saying, by bracketing it with a temperature range where it would apply.

If you are saying it is for the whole heating system, then HSPF10 would have to be a heat pump that is cold climate, of the cold climate type.  And then the capacity issue is addressed through sizing.

MR. VELLONE:  I am conscious of my time estimate, which was 25 minutes; I am up.  I thank Ms. Newland for ascribing to me her 15 but, given where this questioning has gone, Commissioner Moran, I am going to leave it at that.

MR. MORAN:  Okay.  Thank you, Mr. Vellone.  And I think we will take the lunch break now.  We will resume at a quarter to 2:00.  Right?  Have I got that right?  Yes, a quarter to 2:00.
--- Luncheon recess taken at 12:40 p.m.

--- On resuming at 1:46 p.m.

MR. MORAN:  I think we are ready to resume.  Mr. Vellone, just to confirm, you were finished or do you have any more questions?


MR. VELLONE:  Commissioner Moran, I was finished, thank you very much.

MR. MORAN:  Okay.  Thank you, I just wanted to make sure that we hadn't missed something there, thanks.  Okay.  Next is the Ontario Greenhouse Vegetable Growers.  Mr. Buonaguro, are you ready to proceed?
Cross-Examination by Mr. Buonaguro:


MR. BUONAGURO:  Thank you very much. Good afternoon, Dr. McDiarmid.  I actually only have one, I guess I would call it, clarifying issue to raise with you in my time and perhaps we can pull up the Environmental Defence Compendium volume number 1.  And go to the tab marked, "Nature Fresh Farms."  While it's coming up, this is, obviously, Mr. Elson's compendium, I don't think it's been marked as an exhibit yet.  I don't know if I want to jump the gun on that, but I just wanted to raise with you an issue on this.  So, this is an article from the internet called Nature Fresh Farms; do you see that?

DR. McDIARMID:  Um-hmm.

MR. BUONAGURO:  Now, I, in reviewing your written evidence, I didn't see, and maybe I missed it, I didn't see a cite to this particular article in your evidence.  Is it not -- can you confirm it's not from your evidence?

DR. McDIARMID:  Not that I remember, no.

MR. BUONAGURO:  Okay.  So, have you not read it at all?

DR. McDIARMID:  It doesn't look familiar.

MR. BUONAGURO:  Okay.  So, I guess that means that it's something that Mr. Elson is going to use for some other purpose.  I guess I will deal with that with my witness, then.  Those are my questions.

MR. MORAN:  Thank you, Mr. Buonaguro.  Mr. Murray, I think you're up next.  Do you have questions?

MR. MURRAY:  I believe SEC may be before us in the order.  I think there's some confusion, I think it's -- oh, it's OEB Staff now?  Okay.  It's my turn. 
Cross-Examination by Mr. Murray:


MR. MURRAY:  Good afternoon, Dr. McDiarmid.  My name is Lawren Murray and I am counsel to Board Staff.  I only have a couple questions here today.

Now, earlier today I think if I was to say what your general takeaway was is there's technical viable alternatives that exist to either lessen or eliminate the use for natural gas in the region; is that correct?

DR. McDIARMID:  Correct.

MR. MURRAY:  And can you expand a bit on what you mean by technically viable?

DR. McDIARMID:  That would mean that these technologies can be used with a greenhouse to provide heat to the greenhouse.  So, they can work with a greenhouse, they can be connected to a greenhouse to provide heat.

MR. MURRAY:  But they don't consider the economics; correct?

DR. McDIARMID:  Correct.

MR. MURRAY:  And are you aware of any commercial greenhouse operations in Ontario that make use of electric heat pumps currently?

DR. McDIARMID:  No.

MR. MURRAY:  One final question.  In OGVG's evidence they indicated that the soil conditions in high water table prevented the use of geothermal in region 5, or this region.  Are you able to provide any insights on that statement by OGVG?

DR. McDIARMID:  I would disagree.  High water table would mean that you would have better heat exchange between the ground loops and the ground.  Areas with high water table are commonly have ground source heat pumps installed in them and the Panhandle area, in fact, has very large numbers of ground source heat pumps installed for conventional buildings in those same soil and water table conditions.

MR. MURRAY:  Are you aware of any specific soil types that are problematic for using ground source heat pumps?

DR. McDIARMID:  It's my understanding that just about every soil type can be used, can, you know, we can drill, we can lay the underground, the ground loops in just about any soil type.

MR. MURRAY:  As far as you're aware is there any difference in efficiencies?

DR. McDIARMID:  Well, you are going to have higher efficiencies with high water tables because you have good heat exchange between water and the ground loop.  There will be efficiencies based on the ground, soil composition, yes.

MR. MURRAY:  But will the soil condition itself, putting aside the high water table?

DR. McDIARMID:  Yes.

MR. MURRAY:  The soil condition itself, will they have any impact on efficiencies of the heat pump.

DR. McDIARMID:  Yes.  So, different -- it depends on if you're doing, sort of, a horizontal loop or a ground loop.  I would imagine that a ground, like, a vertical loop would be more common for a greenhouse because you have to access a lot of ground in order to do the exchange, to exchange the heat.  And you're digging down into, drilling into rock.  In that case it wouldn't all be soil and different rocks have different heat transfer capabilities.  So this is something that a ground source heat pump installer will look at when they're designing the system.

MR. MURRAY:  Is there any reason to suggest the soil type in region 5, or where the panel is being proposed, that the soil would in any way make the heat pumps less efficient?

DR. McDIARMID:  Not that I am aware of.

MR. MURRAY:  Thank you, those are Staff's questions.

MR. MORAN:  Thank you, Mr. Murray.  Enbridge, Mr. Keizer, do you have questions?
Cross-Examination by Mr. Keizer:


MR. KEIZER:  I do, Mr. Chair.  Good afternoon, Dr. McDiarmid.  My name is Charles Keizer, I am legal counsel on behalf of Enbridge Gas.

DR. McDIARMID:  Um-hmm.

MR. KEIZER:  I just have a few questions for you this afternoon.  You just spoke a moment ago about the operation of ground source heat pumps in different soil conditions.  Are you, or do you have a Professional Engineer designation?

DR. McDIARMID:  I do not.

MR. KEIZER:  And do you have a designation in any way that deals with soil conditions and the design for heat pumps in those soil conditions?

DR. McDIARMID:  I do not.

MR. KEIZER:  And do you have any designation or technical expertise with respect to the design of heat pump systems for a building of any kind?

DR. McDIARMID:  I am not an installer, if that's the expertise in terms of how systems are designed for buildings, no.  I am familiar with NRCan's sizing guidelines, but the application of it I am not an expert on, no.

MR. KEIZER:  So, you don't have the expertise in determining the suitability of particular forms of heat pumps or residential heat pumps for particular buildings; is that correct?

DR. McDIARMID:  That's a very broad statement.  I can confidently say that air source heat pumps can be installed in residential new construction.  I am -- I think that I have enough expertise to be able to say that.  I am not quite sure what I would be agreeing to beyond that.

MR. KEIZER:  And you don't -- do you hold any -- you don't hold any particular financial designation so you're not an accountant and you're not an economist; is that correct?

DR. McDIARMID:  No.

MR. KEIZER:  And you do not regularly model or evaluate the viability of large infrastructure projects; correct?

DR. McDIARMID:  Correct.

MR. KEIZER:  And would you agree that one of the biggest variables regarding energy transition is public policy decisions?

DR. McDIARMID:  Yes.

MR. KEIZER:  And those public policy decisions can accelerate the rate of transition; correct?

DR. McDIARMID:  Yes.

MR. KEIZER:  And it could also be that they could go the other way and could, you know, slow the rate of energy transition?

DR. McDIARMID:  Yes.

MR. KEIZER:  And so, one question I have for you, this is just on touching on air, but maybe in a bit of a different area is, so in your report you have two attachments you have Attachment 1, which is providing a variation of Enbridge's Stage 2 analysis.  And then you have Attachment 2 which is the cost effectiveness of cold climate air source heat pumps and heat pump water heaters compared to gas furnaces, air conditioning and gas water heaters; correct?

DR. McDIARMID:  Correct.

MR. KEIZER:  And so I want to talk about attachment 2, the second attachment.

DR. McDIARMID:  Okay.

MR. KEIZER:  So, there, you made an assumption in that calculation that the carbon tax would increase until 2030 and then would remain steady after that.  Correct?

DR. McDIARMID:  Correct.

MR. KEIZER:  And would you agree that the carbon tax is a government policy–driven initiative?

DR. McDIARMID:  Yes.

MR. KEIZER:  And we -- or Enbridge did, through our compendium -- provided the results of changes to certain of your assumptions in attachment 2.  Did you have an opportunity to see those?

DR. McDIARMID:  Yes, I did.

MR. KEIZER:  And so the changes that were provided were, one, an Excel spreadsheet that was where you basically had your assumptions and your conclusions, which I think was a present value of 4,012, was the net present value; $4,012, net present value.  And then the second was a scenario where the carbon tax was set to zero, with a 15-year NPV including an up-front cost, which is what you did, and that was a negative $3,516 net present value.  And then the last was a scenario where the carbon tax was frozen at 2023 levels, and that was a negative $128 net present value.

You agree that -- and I believe, on the attachments, the areas that were changed were highlighted in blue so you would be able to identify it.  And the way in which the assumptions were changed and the result that they would produce -- so you would agree that the appropriate changes to the Excel spreadsheet were done to reflect the change in carbon tax?  In other words, it was consistent with the operation of your model.

DR. McDIARMID:  Yes.

MR. KEIZER:  Okay.  And so, given the results that were produced, wouldn't you agree that your model, then, is highly sensitive to changes in the carbon price?

DR. McDIARMID:  I would agree that it's sensitive to changes in the carbon price.  I am not sure that it's fair to compare current carbon price to no carbon price, given that buildings are the third largest source of emissions in Canada.  Any federal government that opts to eliminate the carbon tax will have to bring something else in, in order to bring down emissions from the building sector, if we are going to meet our long-term climate targets.  And we don't know what that would be, but it is likely to affect the economics here.

MR. KEIZER:  But you would agree that public policy initiatives can cause and bring about a change?

DR. McDIARMID:  I do.

MR. KEIZER:  Another question I had for you, and I recognize I am not going to go down the path my friend did this morning, but I just wanted to talk to you about the electricity costs.

So you would agree that there are costs associated with energy transition?

DR. McDIARMID:  Yes.

MR. KEIZER:  And those costs aren't just reflected in costs of natural gas.  Those costs are going to be reflected in the costs of electricity.  Correct?  As well?

DR. McDIARMID:  In the system costs of electricity, yes.

MR. KEIZER:  Right.  And you would also agree that, given the nature of the investments that would have to be undertaken for energy transition, those costs would find their way into the electricity costs of the system.  Anybody who would be using electricity is going to have to pay those energy transition costs.  Right?

DR. McDIARMID:  How those costs are -- I am not an expert on how those costs are transferred.  I do know that electricity is partially subsidized by the government.  How that will change over time, I couldn't say.  Certainly, keeping energy affordable, and especially low-carbon energy affordable, I think is likely to be a priority of many governments, and I wouldn't want to speculate on how that plays out.

MR. KEIZER:  So, given your answer there, then, it's fair to say that you didn't do any independent study of why the inclusion of only the Hydro One rate was included as an assumption, and not any other kinds of implications for energy transition.

DR. McDIARMID:  I couldn't comment on why that would be.

MR. KEIZER:  Okay.  But you did, as I understand it, though, in your attachment 1, include there in the -- the gas rates included all variable rates charged, and it also included a cost of decarbonization.  Correct?

DR. McDIARMID:  You mean by the carbon pricing, by cost of decarbonization?

MR. KEIZER:  Yes.

DR. McDIARMID:  Yes.

MR. KEIZER:  And so wouldn't you agree that, with the evaluation of two energy delivery systems, whether it be by way of pipeline or electricity, you should include the infrastructure related to -- you should include the costs related to both kinds of infrastructure?

DR. McDIARMID:  I would agree that it should be considered, but maybe not in this Phase 2–type process where we are looking -- where, in my analysis, I was looking at the customer impacts.

MR. KEIZER:  Can I just have a moment.  Mr. Chair, those are my questions.

MR. MORAN:  Thank you, Mr. Keizer.

MR. MURRAY:  Perhaps, before we move on, I think we should probably mark Enbridge's compendium for this witness as an exhibit.  That will be Exhibit K1.6.
EXHIBIT K1.6:  EGI COMPENDIUM FOR ED PANEL 1


MR. KEIZER:  Thank you, Mr. Murray.

MR. MORAN:  It's time for Panel questions.  Commissioner Sword, do you have questions for Dr. McDiarmid?
Questions by the Board:


MR. SWORD:  We haven't met.  My name is David Sword, and I am a Commissioner here.  Thank you for being here.

The price your model has, the price of electricity, that's the current price of electricity for residential?

DR. McDIARMID:  It went up again November 1, so that was an October price.

MR. SWORD:  Sure.  And is it an urban or rural price?

DR. McDIARMID:  That was a rural price.

MR. SWORD:  Okay.  And this just sort of builds on -- you spoke a bit about how the price natural gas can move around.  It moves up or move down, unless it stays the same.

What is the probability of the price of electricity remaining the same throughout the period that you have done your study?

DR. McDIARMID:  Pretty low.

MR. SWORD:  Okay.  Just looking at a heat pump for new buildings, in terms of that, what needs to take place within the building to accept the heat pump, the ideal duct work or that kind of thing, versus the standard furnace?

DR. McDIARMID:  Well, the main difference would be that you would want to size the duct work for the heat pump, because a heat pump doesn't produce air at the same temperature.  It's not as hot.  You need to move more air in order to keep the home warm and, therefore, ideally, the duct work should be sized a bit larger than you would typically use in a gas furnace.

MR. SWORD:  Sure.  So a different configuration during the new build?

DR. McDIARMID:  Yes.  Although, you know, heat pumps can be installed with the duct work that has been designed for gas furnaces.

MR. SWORD:  Sure.  Is there any contemplation in the building code for heat pumps, using that kind of configuration that you think would be better suited to one?

DR. McDIARMID:  I don't know how the building code deals with duct works directly.  I know there are guidelines for it, but I don't know how those guidelines are used in the building code.

MR. SWORD:  Or, put a different way, it's not mandatory in terms of the building code insisting that it be heat-pump-friendly?

DR. McDIARMID:  No.

MR. SWORD:  Okay.  And I have one more; bear with me.  No.  Actually, Chair, that's all my questions.  Thank you.  Thank you for being here.  Thank you.

MR. MORAN:  Thank you, Commissioner Sword.  Commissioner Dodds.

DR. DODDS:  Good day, Dr. McDiarmid.  In your testimony this morning, you are saying that, if you look at the demand that underlies this application, most of the growth in demand will be in greenhouses.  And I believe you are saying that heat pumps are a viable alternative to natural gas in the greenhouses; is that what you are saying?

DR. McDIARMID:  For greenhouses, heat pumps can provide at least some of the heat for greenhouses.

DR. DODDS:  But not all of it?

DR. McDIARMID:  I am not in a position to be able to say how much of the heat could be provided by a greenhouse; I think it would depend on a lot of factors.

DR. DODDS:  You also touched on biomass, and I think the counsel for the Ontario Greenhouse Vegetable Growers also mentioned it.  And you mentioned in your testimony that biomass is something that could be considered for a fuel by the greenhouses; is that correct?

DR. McDIARMID:  Yes.

DR. DODDS:  Did you take into account when you made that statement that of the space the storage of biomass takes up, the fact that you need permits for it, that you cannot get reliable supply?  You need permits from the Ministry of Environment and Conservation and Parks for monitoring groundwater and leachate.  And also, you have to have really good plans for fire suppression and control.  These are all pretty major costs.

Have you ever talked to the greenhouses about the viability of biomass, if you take those factors into account?

DR. McDIARMID:  So I was looking at technical -- looking for technically feasible solutions, not economically feasible solutions.  I think, economically, many of these solutions are still challenging.  But how attractive they will be economically in future as our society decarbonizes is unknown at this time.

DR. DODDS:  Because it is both technical and economic.  Like, for instance, stored biomass within a very short period of time will lose half of its calorific value, which also creates another problem, that you have to get rid of those wastes.

The point I am trying to make is that it may or may not be a good solution, and just to put it out there without supporting evidence is not a good thing, in my mind.  But I am sure the Ontario vegetables growers will talk to you about that.

Another point is that have you ever talked directly to greenhouse growers or greenhouse people about their operations and how viable heat pumps would be?

DR. McDIARMID:  I have talked to some engineering groups that have looked into low carbon greenhouses in Southern Ontario.  I have talked to some smaller greenhouse operations that have used some of these technologies, and I have talked to some researchers that have done -- you know, university researchers, that have done some research on this.

DR. DODDS:  Because if you talk to greenhouse growers, one of the key elements will be, for instance, financing.  You know, they are highly leveraged, and sometimes it is hard for them to get loans for new technology.

You also mentioned that in your opinion there is not enough information out there for customers to make a choice; is that right?

DR. McDIARMID:  Not enough information for customers...?

DR. DODDS:  Or for greenhouse growers, or anyone else, to choose between natural gas and other alternatives.

DR. McDIARMID:  So the "customers" being the greenhouse operators?

DR. DODDS:  But we can refer to any customer, for that matter.

DR. McDIARMID:  Well, I think the fact that these technologies are not currently economically feasible sort of dead-ends it at this time.  But policies are going to have to change to ensure we decarbonize all sectors.  I don't know how that is going to affect the greenhouses' operations, but I think at some point they will be experiencing pressure to decarbonize.

The banks themselves are being asked to report on the emissions associated with the industries that they provide loans to, and that is another place where there is going to be pressure to find lower carbon solutions.

DR. DODDS:  But that's not there now.  Like, if you are an operator and you are trying to get money to expand your greenhouse, to build a new greenhouse, the bank is going to look at whether or not what they are proposing is viable.  Heat pumps may be, but I think one of the things you did say in your testimony was that there is not enough customer information out there for them to make good choices.  Is that correct?

DR. McDIARMID:  I am not sure that it is a customer information barrier that is the primary barrier for greenhouses at this time.  For single family homeowners, there is an informational barrier.

DR. DODDS:  But in this case, we are talking -- this particular application is for an area that most of the growth is going to be in greenhouse demand, if I look at the graphs correctly that Enbridge submitted.

DR. McDIARMID:  So we have to decarbonize by 2050.  That is just over 25 years from now.  That includes the greenhouses.

DR. DODDS:  But that still doesn't answer my question.  Are you saying that greenhouses should have no choice made in what option they take?

DR. McDIARMID:  I don't know how this will play out.  But I do believe that climate policy and climate pressures will have an influence and impact on greenhouses, and how they operate.

DR. DODDS:  But that is speculative, at this stage.

DR. McDIARMID:  Okay.

DR. DODDS:  Thank you.

MR. MORAN:  Thank you, Commissioner Dodds.  I don't have any questions.  Mr. Elson, do you have any redirect?

MR. ELSON:  I don't have any redirect.  I was just going to thank Dr. McDiarmid for changing her schedule at 5:00 p.m. on a Sunday to make it here this morning, so we could have a productive hearing.  And with that, unless there are any other questions, we have none.  Thank you.

MR. MORAN:  Thank you, Mr. Elson.  On behalf of the Panel, again, I would also extend our thanks for making yourself available on short notice, earlier than planned.  And the Panel thanks you for your assistance.  And you are excused.

DR. McDIARMID:  Okay.  Thank you.

MR. MORAN:  I notice it is quarter after 2:00.  We will take a break so that you can set up your panel, Mr. Keizer.  All right?

MR. KEIZER:  Yes.  We will have them brought down and -- or brought up, I guess.

MR. MORAN:  Okay.  We are making good time on the schedule today, so why don't we resume at 2:30?

MR. KEIZER:  Thank you.
--- Recess taken at 2:14 p.m.
--- On resuming at 2:29 p.m.

MR. MORAN:  Thank you.  Please be seated.  Mr. Keizer, are you ready to proceed?

MR. KEIZER:  Yes, Mr. Chair, we are.  I think you had the pleasure of meeting four of the witnesses this morning, Mr. Thomas, Mr. Dillon, Mr. Ciupka, and Mr. Gillett, who is still on Zoom with us.

If I could take a moment to introduce the other panelists.  First, is Ian MacPherson, director distribution in-franchise sales; Cara-Lynne Wade, director energy transition planning; and Rich Szymanski, specialist, strategic financial evaluations. If we could ask that the panel be sworn now, that would be appreciated.

MR. SWORD:  I am going to ask all of you the same question at once, and I would ask that each of you state your name, the organization you are with, and your response to the two questions at the same time so we will go this and I will ask a question and we will go online as well. 

Do you solemnly promise this Panel that you will tell the truth, the whole truth, and nothing but the truth?  That's the first question.  And the second question will be, do you understand that breaking that promise would an offence under the law?

MR. THOMAS:  Matt Thomas, Enbridge Gas.  Yes and yes.

MR. MacPHERSON:  Ian MacPherson, Enbridge Gas.  Yes and yes.

MS. WADE:  Cara-Lynne Wade, Enbridge Gas.  Yes and yes.

MR. SZYMANSKI:  Rich Szymanski, Enbridge Gas.  Yes and yes.

MR. DILLON:  Gord Dillon, Enbridge Gas.  Yes and yes.

MR. DILLON:  Matt Ciupka, Enbridge Gas.  Yes and yes.

MR. SWORD:  And we have a witness on the line.

MR. KEIZER:  Mr. Gillett?

MR. GILLETT:  Oh.  Yes, Jason Gillett, Enbridge Gas.  Yes and yes.

ENBRIDGE GAS INC. - PANEL 1
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Jason Gillett; Affirmed.

Examination-in-Chief by Mr. Keizer:


MR. KEIZER:  Thank you, Commissioner Sword.  So, if I could just -- I have a very brief direct, and that is, again, on along the same line as Commissioner Sword just took you through, I'm going to ask you this question, and ask you all to answer this in turn.  And that is:  That for the purposes of your testimony here today, that do you adopt the pre-filed evidence, interrogatory, technical conference undertaking, as well as the presentation details as they would apply to your areas of testimony and responsibility?

MR. THOMAS:  Matt Thomas, yes.

MR. MacPHERSON:  Ian MacPherson, yes.

MS. WADE:  Cara-Lynne Wade, yes.

MR. SZYMANSKI:  Rich Szymanski, yes.

MR. DILLON:  Gord Dillon, yes.

MR. CIUPKA:  Matt Ciupka, yes.

MR. GILLETT:  Jason Gillett, yes.

MR. KEIZER:  Thank you, panel.  Mr. Chair, that is my direct.  The panel is now available for cross-examination.

MR. MORAN:  Thank you, Mr. Keizer.  It looks like Atura Power is up first.  Ms. Newland, this morning Mr. Keizer expressed some sensitivity around friendly cross-examination, and knowing that your client is in favour of this, I trust you'll be careful about his sensitivity during your cross-examination.  If you're ready to proceed that would be great.

MS. NEWLAND:  Thank you, Mr. Commissioner.  I share your sensitivity about the issue of sweetheart cross-examination and have considered it in developing my cross-examination.  I can say that the focus of my questions today will be on the feasibility, economic feasibility of the project and, in particular, whether and how electricity reliability benefits should be taken into account.  This is an area we didn't feel had been 100 percent explored on the record so far.  So, I will try to limit my questions.  
Cross-Examination by Ms. Newland:

Panel, good morning or good afternoon, I guess, now.  My name is Helen Newland and I represent Atura Power.  I will address my questions to the panel generally and leave it to you to decide who responds.  I apologize that some of you can't see me and I can't see some of you; I am in a bad seating position.  In any event, my first question is:  Enbridge's position is that the EBO 134 test is applicable to the expansions of transmission systems; correct?

MR. MacPHERSON:  That's correct.

MS. NEWLAND:  Thank you.  And so, provided the expansion engages the transmission pipeline the EBO 134 test is the appropriate test of economic feasibility; correct?

MR. MacPHERSON:  Correct.

MS. NEWLAND:  How does Enbridge define a transmission line?  And here I might get you to turn up Tab 1 of Atura Power's compendium where we have reproduced Exhibit E, Tab 1, schedule 1, and, in particular, I would refer you to paragraph 4 on page 3.

MR. MURRAY:  Before we do that we can mark that as an exhibit, the Atura Power compendium will be Exhibit K1.7. 
EXHIBIT K1.7: ATURA POWER COMPENDIUM FOR EGI PANEL 1


MS. NEWLAND:  Thank you, Mr. Murray.  So, I will just repeat my question.  How does Enbridge define a transmission pipeline?

MR. GILLETT:  So, in the case of this application, how we have defined a transmission project is one in which distribution customers do not directly connect, and if you go back to the presentation that we made at the beginning of the day, this is a similar definition that we use for other transmission projects that we have within our franchise.

There's other characteristics as well, one being that it carries gas on behalf of other shippers, which is also the case in this proceeding.  But I believe that the primary definition we use within the application is that there is no directly connected customers.

MS. NEWLAND:  Thank you.  And, in fact, you might recall in my opening statement this morning that I referred to the fact that the Brighton Beach generating station is not directly connected to the Panhandle pipeline, it receives gas via a 3.1-kilometre distribution line.  That wasn't a question, it was just an observation.

MR. GILLETT:  And that's a fair observation.  And there are no directly -- there are no customers directly connecting to the project facilities that we have proposed.

MS. NEWLAND:  Thank you.  And can you confirm that the EBO 134 economic feasibility test that pertains to transmission pipelines does not contemplate payment of a contribution in aid of construction or a CIAC?

MR. MacPHERSON:  There are a couple of exceptions to that rule as set out in EBO 134.  One of them involves areas, new areas receiving service such as community expansion areas which, in those cases, would be allocated the cost of reinforcement of a transmission system to grow.  And the other example cited is customers directly connecting to expansion -- transmission expansion facilities such as power generator, would be allocated those incremental costs.

MS. NEWLAND:  Do any of these exceptions pertain in this case?

MR. MacPHERSON:  They do not.

MS. NEWLAND:  Thank you.  Nevertheless, despite your answer, you would agree that in this proceeding the issue of whether a CIAC should be imposed on some or all of the expansion shippers is at play; correct?

MR. MacPHERSON:  Excuse me, could you please repeat the question?

MS. NEWLAND:  Yes.  I was asking whether notwithstanding the fact that your application does not engage the CIAC as set out in EBO 134, this proceeding, in this proceeding the issue of CIAC is at play, it has been brought into play by a number of the intervenors?

MR. MacPHERSON:  That's correct.  It's, it's an issue that was raised in the different rounds and statements and was highlighted in Procedural Order No. 4 as something identified as being in scope among the issues.

MS. NEWLAND:  And I understand that Enbridge's position on the CIAC issue was recently articulated in your opening statement this morning, is that a CIAC that appropriately recovers the cost of the Panhandle expansion project cannot be calculated; that's your evidence; correct?

MR. GILLETT:  Yes, that's correct.

MS. NEWLAND:  All right.  So, would I be correct, and maybe I'm not, in assuming that it's for this reason that you may not have calculated the magnitude of the CIAC that would be required from each of the contract rate shippers should a CIAC requirement be imposed by the commission? 

MR. GILLETT:  That's correct.

MS. NEWLAND:  Now, in response to APPrO 9, and you don't have to turn it up -- but I used to tell my witnesses, when lawyers say that, you should turn it up.  But I was just going to state that, in that response you discussed, or Enbridge discussed, the impact that a CIAC requirement would have on expansion shippers, but you haven't quantitatively assessed this impact.  Correct?

MR. MacPHERSON:  So, just to clarify that question, we haven't determined a specific contribution or CIAC from companies that have bid into our expression of interest process.  Is that the question?

MS. NEWLAND:  Thanks, Mr. MacPherson.  I think the question goes a little bit further than that. I think you have already said you haven't quantitatively determined what the CIAC would be for each of your contract rate customers, but have you looked more generally at the -- have you been able to quantitatively assess the impact on the project, as opposed to the individual shippers?

MR. MacPHERSON:  I see.  So Enbridge, as a result of Procedural Order No. 4 and the abeyance of the process, when the company relaunched the expression of interest process with the market, engaged in a complete re-evaluation of market need and demand.  And among the topics that were discussed and reviewed with bidders in the market was this topic of what it would mean, and the market's willingness to accept contributions in aid of construction related to the transmission project.  And the company documented feedback from market participants citing their willingness to do so.

In sum, the market, we had a lot of -- if I summed it up by sector, the greenhouse sector was very, you know, adverse to such a treatment, citing their past experience and competitive alternatives.  And, also, we have heard concerns from municipal areas like Invest Windsor, who have economic development clients who would have reservations of such a change.

And, similarly, from generators, who have also -- they are bidding in two processes and competition for procurements with the IESO, without having worked this into their economic assumptions.

MS. NEWLAND:  Do you have, for example, any sense of what the impact of a CIAC would be on Atura?

MR. MacPHERSON:  From our conversations with Atura, absent knowing what CIAC might be applied, there are serious concerns about the impact of this on the viability of continuing with their project and their IESO contract.

They have bid -- just one more thing, excuse me -- they have bid on the basis of past consistent regulatory treatment, that being that CIACs are not applied on transmission projects under EBO 134.

MS. NEWLAND:  Thank you, Mr. MacPherson.  Does Enbridge have a view as to whether this proceeding is the proper forum for reviewing the EBO 134 test in its current form, as the proper economic feasibility test for assessing transmission expansions?

MR. MacPHERSON:  Enbridge believes that EBO 134 is the appropriate economic test for this application, as this is purely a transmission project.

As to the second question, what I believe you're asking is:  Is this appropriate, in a leave-to-construct application, to modify the EBO 134 test?  Our view would be that that would not be an appropriate change.  This was not cited as an issue in this proceeding and, generally, there are a number of other intervenors that may be affected by such a change.  The Board has set out policy guidance in -- if I can find it, excuse me -- in a recent decision about the considerations for when a generic proceeding might be contemplated.  I think many of those conditions might be met in a case such as this.

MS. NEWLAND:  All right.  I'd like to move on to the economic feasibility test results, and I think the way to do that would be to get you to look at Tab 2 of the Atura compendium.  Tab 2 is a copy of Table 3, which was included in Exhibit E-1-1 of your application.  I just wanted it in bigger font so I could read it.  And this table summarizes the application of the EBO 134 test to this application.  I only want to go through it at a very high level.

So we see that, at Stage 1, the NPV is a negative $150 million.  Correct?

MR. SZYMANSKI:  Yes, that is correct.

MS. NEWLAND:  Okay.  So that means that you have to move to Stage 2 of the analysis, or the test.  And, at Stage 2, Enbridge has quantified Stage 2 benefits as ranging between $226 million and $353 million.  That's what the table says.  Correct?

MR. SZYMANSKI:  That's correct.

MS. NEWLAND:  And can you explain briefly why there is a range of NPV values at Stage 2?

MR. SZYMANSKI:  Sure.  If we can bring up Exhibit E, Tab 1, Schedule 1, paragraph 15.  Here, we see that paragraph 15 addresses that query.  A range is provided as the outcome can vary depending upon the assumptions for alternative fuel mix, energy use, fuel prices, and term.

MS. NEWLAND:  All right.  And, just briefly, what comprises the Stage 2 benefit?  What kind of benefits are quantified at Stage 2 under your methodology and under the test methodology?

MR. SZYMANSKI:  The Stage 2 analysis basically calculates the price differential between the various fuel sources for the general service rate customers.

MS. NEWLAND:  And is the methodology you used in this case to quantify the Stage 2 benefits any different than the methodology you've used in the past when you've applied the EBO 134 test?

MR. SZYMANSKI:  No, the methodology has remained consistent.

MS. NEWLAND:  And we see, on Table 3, Stage 3 benefits quantified at $257 million.  That's what the table says.  Correct?

MR. SZYMANSKI:  That's correct.

MS. NEWLAND:  And, when the quantified Stage 3 benefits are combined with the NPV's for Stages 1 and 2, the total project benefits range from $333 million to $460 million.  And, again, that's what the table says.  Correct?

MR. SZYMANSKI:  That's correct.

MS. NEWLAND:  So, in other words, the Stage 2 and 3 benefits of the project outweigh the Stage 1 cost by more than three times?

MR. SZYMANSKI:  That's correct.

MS. NEWLAND:  Okay.  So the Stage 3 benefits are quantifiable Stage 3 benefits, but this table doesn't consider what unquantified Stage 3 benefits there might be.  Correct?

MR. SZYMANSKI:  That is correct.  This is a reflection of the quantifiable amounts.

MS. NEWLAND:  So, as I mentioned to Commissioner Moran at the start of my cross, I would like to focus my questions on the unquantified Stage 3 benefits; in particular, the benefits of supporting electricity reliability, an issue of particular interest to my client. And, to do that, I want to do a long, but hopefully quick, march through some IESO documents that I have included in the compendium, starting with Tab 5 of the compendium.

MR. ELSON:  Commissioner Moran, if I can interject, I have the same concern about taking a long march through IESO documents, as we did previously.  We don't have any opportunity to respond to this evidence.  If APPrO or Atura wanted to file evidence about electric constraints, that could have been done and, having not had done that, other parties are now robbed of the opportunity to ask interrogatories.

Frankly, this is the first time I have seen any of this.  And, in our view, it is inappropriate to be pursuing a line of complex factual argument without IESO witnesses and without notice to the parties.

MR. MORAN:  Ms. Newland?

MS. NEWLAND:  Well, I would respond in a couple of ways, Mr. Commissioner.

First, the application itself and some of the responses to the IRs references various materials that are publicly available on the IESO website in the form of annual reports, planning outlooks; that stuff is all on the website.

But more importantly, it has been referred to in not all of the excerpts, but quite a few of the excerpts have been referred to in the material that is already on the record.

The point of doing this is to demonstrate the issue of electricity demand and electricity shortfalls in the province.  And, in particular, the Brighton Beach Generation Station contract was re-contracted precisely because of these electricity demands and electricity shortfalls.  So the issue goes directly to the heart of the need for this project.

MR. MORAN:  Maybe you can help us understand what this "long march", as you described it, is --


MS. NEWLAND:  It won't be that long; it was unfortunate wording, Mr. Moran.

MR. MORAN:  -- intended to achieve.  If this is just a read along with me exercise with the witnesses, then I think our preference would be let's mark these as exhibits to identify them.  But I don't think we need witnesses to read along with documents.

So ultimately, the value of the documents is going to depend on what evidentiary use is going to be made of them through the course of this proceeding beyond just a witness looking at a paragraph and agreeing that that's what the paragraph says.

MS. NEWLAND:  Thank you, Mr. Moran.  I won't read along, and I won't have the witnesses read along, with one exception.  I would like to bring the Panel's attention and the witnesses' attention to the expert from the carbonization report in tab 6 of the compendium, which presents a nice summary of how natural gas generation supports grid electricity reliability, which we say is a benefit of the project that hasn't been explored in fullness in this record of this proceeding.

So, with your permission, can I proceed?

MR. MORAN:  Well, let's see how it goes, shall we?

MS. NEWLAND:  Okay.  Panel, could I ask you whether you would agree with me if I were to say that in the province we are facing an increase in electricity demand that has been forecast generally from now until the end of the decade, and an electricity shortfall?

MS. WADE:  Yes, that's correct.

MS. NEWLAND:  All right.  And would you be able to confirm, and you may not, but would you be able to confirm that this demand is projected -- the demand for electricity in the province is projected to increase by an average of almost two percent per year over the next 20 years?

MS. WADE:  Subject to check, I can accept that.

MS. NEWLAND:  Thank you.  And would you be able to confirm that this demand is being driven by economic growth and electrification?

MS. WADE:  Yes.  And sorry, just to clarify, are you asking specific to the project area, or provincially?

MS. NEWLAND:  Well, both.  Well, both.

MS. WADE:  So within the area of the Panhandle, it is largely driven by economic demand.  So as we know from the agriculture customers, and from a residential perspective, it is just about one percent regular growth that is expected -- plug load, and not electrification of space heating.

MS. NEWLAND:  Okay.

Now could I get you to turn up tab 6 of the compendium?  And in particular, I would like to refer to page 9.  And Mr. Moran, this was the one exception on which I was seeking your indulgence.  Okay.  And we see it is -- if you could just scroll down?  Thank you.

The four bullet points you see on your screen and on the bottom of page 9 is a very succinct summary of how natural gas generation supports grid reliability.  And perhaps I will just leave it there and ask you to agree with the concept that natural gas generation does support grid reliability?

MR. MacPHERSON:  We would agree with that statement.

MS. NEWLAND:  Okay.  I would like to speak briefly about Brighton Beach.

Sorry, Mr. Chair, I am just trying to delete all the references to my compendium in my cross.

Panel, would you be able to confirm that Brighton Beach represents the only supplier in the local area -- and by "local area" I mean, Windsor-Essex, Chatham-Kent -- the only supplier in the local area with the requisite scale to address immediate need for electricity in the area?  Is this something you would be aware of?

MR. MORAN:  I am just wondering, Ms. Newland, we have several witnesses from the gas industry, and I think you are asking an electricity planning question.

MS. NEWLAND:  Mm-hmm.

MR. MORAN:  I am not really sure that --


MS. NEWLAND:  Well, there's a direct connection between the need for the gas there, for the need for the project and the need for electricity in the region, Mr. Commissioner.

MR. MORAN:  Right.  I mean, as we understand it and you identified this early on in the proceeding, the power contract that your client has has been extended for 10 more years.

MS. NEWLAND:  Mm-hmm.

MR. MORAN:  And so presumably that is why it is driving the demand that is being identified by Enbridge.  Beyond that, I am not sure without an electricity planner to tell us the other part that you are trying to ask about, I am not sure how these witnesses could really answer that question.

MS. NEWLAND:  Well, I would submit with respect, Mr. Commissioner, that it is important for the Board to understand the reasons that underpin the extension of the Brighton Beach contract.

MR. MORAN:  Right.  And I guess, if it is important for us to understand that, then you have the opportunity to bring evidence to help us to understand that.  But I am not sure that these are the witnesses that you would call in order to do that.  I mean, your client was a party to the process and presumably can speak directly to the question.  And there may be others out there as well, but I am not sure --


MS. NEWLAND:  Well, certainly --


MR. MORAN:  -- that the gas planning system --


MS. NEWLAND:  -- my client, if it were a witness testifying in this case, could.  But could we not just ask the Enbridge witnesses if they know?  And, if they don't, then we just leave it there?

MR. MORAN:  I mean, I think the most they could be aware of is something that someone else told them, but without, I guess, the ability to test what someone else told them.  It is really about having the best evidence available for us to make our decision.

So if this is an important question and we were -- I think the Panel will be prepared to, you know, consider providing you with an opportunity to bring that evidence in, if you think it is important enough for the purposes of our decision.

MS. NEWLAND:  I will move on.  We will see where we get, Mr. Moran.

MR. MORAN:  Thank you.

MS. NEWLAND:  Gentlemen, would you agree, and maybe we have tread this ground, but let me just ask the question.

MR. MORAN:  I am not sure that they are all gentlemen, either, but.

MS. NEWLAND:  Oh, generically.  Thank you.  My apologies.  Natural-gas-fired generation is required to address electricity shortfall in southwestern Ontario and that there is no like-for-like replacement for gas-fired generation at this time; is that something you would know?

MR. ELSON:  I am sorry, Mr. Chair, if I could object to that as well.  I mean, I think we have just gone through this.  I don't know, are batteries a sufficient alternative?  Or any other number?  I don't think that these witnesses are qualified to answer questions of, you know, electricity system planning nature and Atura had an opportunity to provide evidence and has declined to provide evidence.

MR. MORAN:  Ms. Newland, I am not quite sure that we would understand what you mean by "like-for-like", and I don't know if you have a response to Mr. Elson.

MS. NEWLAND:  I will move on, Mr. Chair.  Panel, would you agree that a firm and reliable source of gas-fired generation requires a firm and reliable supply of natural gas?

MS. WADE:  Yes, we would agree with that.

MS. NEWLAND:  And a firm and reliable supply of natural gas in turn requires a firm and reliable supply of pipeline transportation service?

MS. WADE:  Yes, we would agree with that.

MS. NEWLAND:  Okay.  Are you able, do you have a view as to whether electricity reliability is key to economic prosperity in the Windsor Essex area?

MS. WADE:  Our understanding is, yes, it is a piece playing into the economic prosperity.

MS. NEWLAND:  Okay.  Would you agree that electricity reliability benefits should be considered when deciding whether a project on balance is in the public interest in accordance with EBO 134?

MS. WADE:  Just one moment, please.

MR. SZYMANSKI:  Well, first of all, I don't believe it would necessarily be appropriate to include the electricity benefits within the Stage 3 analysis considering that we have not included any electricity costs in any of the other stages as well. And secondly, it would be difficult, if not impossible, for Enbridge as a gas utility to be able to have enough insight to do that type of calculation.

MS. NEWLAND:  Okay.  So, your answer is no?

MR. MORAN:  I think the witness indicated they are not in a position to --


MS. NEWLAND:  I am just trying to get clarity here, Mr. Moran.

MR. MORAN:  Okay.

MS. NEWLAND:  I asked whether electricity reliability benefits are considered at Stage 3 and I think your answer is no.  I am just asking you to confirm my understanding.

MR. SZYMANSKI:  If I could just get clarification.  Are you referring to the reliability of the electricity system, or the reliability of the gas?

MS. NEWLAND:  The reliability of the electricity.

MR. SZYMANSKI:  That would be difficult for us to quantify.

MS. NEWLAND:  Okay.  Okay.  The last aspect of my questions for you today have to do with two previous expansions of the Panhandle system, the Union Gas Kingsville transmission reinforcement and the Union Gas Panhandle reinforcement.  And for our discussion could I get you to turn up in my compendium, go to tab 3, please.  Okay.  

Tab 3 is a table that we prepared that compares the Stage 1, 2 and 3 NPVs of three different expansions of the Panhandle transmission system.  Number 1, the current case, you see in the top row.  The second row shows data with respect to the Union Gas Kingsville transmission reinforcement system, project, rather.  And the third row refers to the 2016 Union Gas Panhandle reinforcement project.  

Now, gentlemen and lady, both of these cases, both of these Union Gas cases are referred to in your evidence at Exhibit E-1-1, page 3 of 8.  So, I assume, therefore, that one or more of you on the panel is familiar with these two projects and the underpinning OEB decisions in these cases?

MR. MacPHERSON:  We are familiar.

MS. NEWLAND:  Thank you.  Could I ask you to accept, subject to check, the accuracy of the data as shown on the table for each of these projects in columns 1 through 5, that is the project cost, the project capacity, the NPV of each of stages 1, 2 and 3 of the EBO 134 test, the profitability index, and the column 5 just indicates the test that was applied.  Could you accept the data on this table, subject to check?

MR. SZYMANSKI:  If I may just ask one question back.  I believe in the last two projects under Stage 3 it indicates, "not discussed", if you could perhaps clarify what that means?  Because it is my understanding that within both of those projects Stage 3 NPV was calculated.

MS. NEWLAND:  May I have a moment, Mr. MacPherson or...   I am advised that when we say "not discussed" what we meant was it wasn't discussed in the decision of the board, it may well have been discussed in the application and in the materials in the proceeding.

MR. SZYMANSKI:  Okay.  With that caveat, then, I would agree that the numbers here appear accurate.

MS. NEWLAND:  Thank you.  And would you agree that while not identical by any means, the three projects shown on this table which include, of course, the current project, are not dissimilar with respect to the metrics of project costs and incremental capacity?

MR. MacPHERSON:  So, with respect to the first statement about the similarity to these projects, the last Panhandle expansion in 2016 is actually fairly similar to this project.  It was designed to meet the forecast needs of the region over a multiple year forecast period with largely driven by greenhouse, greenhouses but also by other customers identified including mass market customers. In the case of the Kingsville transmission reinforcement project in 2018, the difference in this case is this project met what was deemed to be both the needs of distribution and transmission needs for the system.

MS. NEWLAND:  All right.  Thank you for that.  So, again looking at the table, we see that both of the Union projects were uneconomic at Stage 1.  A Stage 1 NPV of negative 59.2 million in the case of the Kingsville project, and a negative 212 million to 207 million in the case of the Panhandle reinforcement project; correct?

MR. SZYMANSKI:  That is correct.

MS. NEWLAND:  And, in fact, the Stage 1 NPV of the Union Gas Panhandle project was considerably lower than the Stage 1 NPV in the current case; correct?

MR. SZYMANSKI:  Yes, that appears correct.

MS. NEWLAND:  And the profitability index of the Union Kingsville project was lower than the profitability index in the current cases, 0.44 versus 0.48; correct?

MR. SZYMANSKI:  That's correct.

MS. NEWLAND:  So, in both the Union Gas cases, it was necessary to assess Stage 2 benefits.  Correct?

MR. SZYMANSKI:  That's correct.

MS. NEWLAND:  And Stage 2 benefits for the Kingsville project were estimated at between $283 and $472 million and, for the Panhandle reinforcement project, at $805 million.  That's what the table shows.  Correct?

MR. SZYMANSKI:  That's correct.

MS. NEWLAND:  Okay.  And would you agree that the OEB approved both of these transmission projects based on positive NPVs at Stage 2, notwithstanding negative NPVs at Stage 1?

MR. SZYMANSKI:  I agree.  That's my understanding.

MS. NEWLAND:  Okay.  Are you aware of any material differences between the current case, on the one hand, and these two Union Gas cases, on the other hand, that would cause the Commission in this case to apply the EBO 134 test differently, leading to a different outcome?

MR. MacPHERSON:  We are not aware of any differences in the applicability of EBO 134 to this application.

MS. NEWLAND:  Okay, thank you.  Panel, those are my questions.  Thank you very much.

MR. MORAN:  Thank you very much, Ms. Newland.  We are doing very well.  According to the schedule, we are into Tuesday already, so well done.  Next up is APPrO.  Mr. Vellone.

MR. VELLONE:  Thank you, Commissioner Moran.  Could I ask that we keep the Atura compendium up just for one moment longer.

Commissioner Moran, I am pleased to report that Atura covered a lot of the ground that I hoped to cover today, and I plan to be significantly less than my time estimate, in the spirit of keeping things moving.
Cross-Examination by Mr. Vellone:


Panel, I wanted to ask you a follow-up question specifically on the net present value column in this comparison table, and that follow-up question relates to whether or not the costs shown in the NPV columns for all three projects were done on a like-for-like basis.  And, before you answer, do they include indirect overheads or not?

MR. SZYMANSKI:  So the calculations, in calculating the NPVs for all projects, would have been completed consistently amongst all projects.

And, to answer your second question, no, indirect overheads would not have been included in the calculations.

MR. VELLONE:  For the Panhandle regional expansion, as well as the two previous projects?

MR. SZYMANSKI:  That is my understanding, subject to check.  It's normal practice not to include indirect overheads in a discounted cash flow analysis.

MR. VELLONE:  Thank you.  That helps, thank you.  And I have one series of follow-up questions that are technical in nature.

There has been some reference -- I think in your opening statement you said it, and it has been mentioned in your evidence a few times -- that this project will effectively loop a pipeline.  Can you just explain to me -- I am not an engineer, like, the proper type of engineer -- what looping a pipeline means, what that entails.

MR. GILLETT:  When we say "looping", what we mean is, when you place a second pipeline in parallel to an existing pipeline to relieve a pressure constraint, we call that looping.  It sounds like you are forming a loop, but you're not.  You are just putting a parallel pipeline in place to relieve bottleneck or constraint on the system.

MR. VELLONE:  And is it correct that the existing NPS 20 pipeline that you are running parallel to is, itself, considered by Enbridge a transmission pipeline?

MR. GILLETT:  Yes, that would be correct.  We consider the Panhandle system in its entirety to be a transmission system.

MR. VELLONE:  And will the new NPS 36 pipeline serve the same function as the existing NPS 20 line?

MR. GILLETT:  Yes.

MR. VELLONE:  Is it possible for an Enbridge customer to be able to select whether or not they would get to use the NPS 20 or the NPS 36 legs of the Panhandle system when getting service?

MR. GILLETT:  No.  That is part of the how we use the term "looping", is it becomes -- functionally, it becomes part of that pipeline system, so customers cannot decide where their gas supply flows.  Similar to what we said in our presentation at the beginning of the day, we cannot differentiate which molecules go to which customers on that system.

MR. VELLONE:  Some of the parties, in their opening statements today, made mention of the need for this Panhandle project to connect specific groups, or a list of customers.

Would you agree with me that the Panhandle project is not intended to connect a specific customer or group of customers?

MR. GILLETT:  So, broadly, the project itself is to relieve a bottleneck on our transmission system in the Panhandle region, to provide more capacity on that system to be able to serve the broad geographic area.  That capacity is then available to be used by anyone within that geographic area.

The capacity that we are creating is based on a forecast, so what we have done is we have taken the best information that we have available to determine where we think the customers may attach to the system, or expand on the system, to come up with capacity, but that capacity, once it goes into service, is available to anyone within that region.  So, over time, what will happen is it will become first come, first served.

So we have a list in the sense that we've had to form a forecast, based on the intelligence that we have, but that list does not necessarily determine who is getting the capacity.  Because, like I said, it's first come, first served.

MR. VELLONE:  And I believe you mention this this in Staff 25, and you don't need to pull it up, but would you agree with me that there is a high likelihood that there are currently unidentified customers who may also benefit from the Panhandle project?

MR. MacPHERSON:  There are a number of unidentified customers.  The best example from the time we started with this project is the NextStar battery plant, which emerged after our expression of interest process and has actually come into service.

And you've noticed the letter filed by Invest Windsor.  They have identified a number of other economic opportunities [audio dropout] and we continuously see requests for service coming from both mass-market and large-volume customers that we have not previously identified.  That's the nature of these things.  

Even from the time of the last Panhandle, looking at the customer who were expressing interest, and where we thought and how we thought that would happen over what time, we have seen and experienced a completely different set of customers -- not completely different, but it has changed over time -- that we have seen new entrants enter the market and request service.  Such as the renaissance, I guess we are seeing, with battery electric.

There are a huge number of prospective projects that we are in the process of evaluating with the Ministry of Economic Development and other regional municipal associations.

MR. VELLONE:  Thank you.  My final question relates to the -- could you explain to me, at a high level, the difference between this proposed Panhandle reinforcement project and proposed expansions to the gas distribution system that would be governed by EBO 188.  Just the big-picture policy, different considerations that the Panel may need to take into account.

MR. GILLETT:  Maybe I will start the answer, and then others can jump in if they have anything to add.

At a high level, the idea behind a 134 transmission project is that it is a pipeline, like I said, that provides capacity to a broad geographic region where a number of customers will benefit.  A distribution project, specifically one that would be evaluated under 188, is where the facilities are more clearly identified for that customer.

So an example, a really simple example, would be, if we had an existing distribution system and then a large volume customer decided they wanted to attach to that system with a new plant, let's say?  We would have to run a new distribution service line, we would have to connect to that distribution system and we would have to put in some sort of customer station to regulate the pressure into their facility.

Those facilities, because they are clearly identified as being needed for that specific customer, would be done under 188 economics.

MR. VELLONE:  Thank you, very much.  Does the balance of the Panel have anything to add to that question?  I see a lot of shaking heads.

Commissioner Moran, that is my questioning.

MR. MORAN:  Thank you, Mr. Vellone.

OGVG, Mr. Buonaguro?
Cross-Examination by Mr. Buonaguro:


MR. BUONAGURO:  Thank you, and good afternoon, panel.

I prepared a compendium, if we could have that brought up?  I see it on some screens.  There we go.  And I could use an exhibit number for that.

MR. MURRAY:  That will be Exhibit K1.8.
EXHIBIT K1.8:  OGVG COMPENDIUM FOR EGI PANEL 1


MR. BUONAGURO:  Thank you.  And when I refer to page numbers, I am referring to the PDF number of the file, because I had trouble labelling it with my own numbers.  My apologies.

If we can go to page 2 of the compendium, you can see this is exhibit E, tab 1, Schedule 4, page 101.  And it is the total transmission margin that is calculated from the new capacity that is being provided to the new project.  Do you see that?

MR. SZYMANSKI:  Yes.

MR. BUONAGURO:  So I am just quickly going through this, because I have some questions about the Stage 1 analysis and where I thought there might be some incremental benefit that hasn't been captured.  So we see the transmission margin there, and I have highlighted it in yellow.

And if we go to the next page, page 3 of the compendium, we can see those same numbers worked into the net present value calculation that you provided at the Stage 1 analysis for the project.  Is that correct?

MR. SZYMANSKI:  Sorry, no, we don't see it.  We seem to be having some difficulties.

MR. BUONAGURO:  We thought we had worked this out.  I see it on my screen.  I think there's been some kind of problem with page 3 of the document; I thought we had -- we have fixed it.

But can you take it -- well, it is your net present value calculation.  I only provided this page just to show that the numbers I just showed you are the same revenue numbers that you used for your Stage 1 analysis; is that correct?  We can go back...

MR. SZYMANSKI:  I will have to take your word for it.

MR. BUONAGURO:  Well, let's go back a page, then.  I wouldn't want you to have to take my word.  If we can go back to page 2?  Oh, yes, there we go.

MR. KEIZER:  Should we maybe turn it up in the evidence, if it is in the evidence?  Is that helpful, Mr. Buonaguro?

MR. BUONAGURO:  Sure.  I mean, it is your calculation.  For example, in your 9, you have calculated total transmission margin of $9,246,000.  Correct?  This is on the screen.

MR. SZYMANSKI:  That is correct.

MR. BUONAGURO:  And that is the number you use for your net present value calculation?

MR. SZYMANSKI:  That is correct.

MR. BUONAGURO:  Thank you.  So if we can skip ahead to page 4 of the compendium?

I asked a number of questions about the net present value calculation.  And I asked about the storage margin and the distribution margin, if you recall.  And the reference for this interrogatory is exhibit I, OGVG.4_2023.  It had to be modified, to make sure there wasn't duplication.

So, if we go to page 6 of the compendium, you can see here as part of the interrogatory response you calculated the storage margin.  Do you see that?

MR. SZYMANSKI:  Yes.

MR. BUONAGURO:  In my understanding, that has not been included in your Stage 1 analysis.  Correct?

MR. SZYMANSKI:  That is correct.

MR. BUONAGURO:  Now, in the body of the interrogatory, you confirmed that there are no incremental storage costs associated with the project.  Correct?

MR. SZYMANSKI:  That is correct.

MR. BUONAGURO:  Even though there is incremental storage volume, or storage revenue, if you were to charge current rates to those customers?

MR. SZYMANSKI:  Yes, that is correct.

MR. BUONAGURO:  So what I would suggest to you and perhaps you could confirm, wouldn't that incremental revenue be a benefit of the project?

MR. SZYMANSKI:  It is incremental revenue that the project will provide, without any incremental costs associated with it.

MR. BUONAGURO:  Thank you.  But that is a benefit that hasn't been captured in your NPV calculation at Stage 1?

MR. SZYMANSKI:  That is correct.

MR. BUONAGURO:  Thank you.  And again, there are no costs associated with that benefit?

MR. SZYMANSKI:  That is correct.

MR. BUONAGURO:  Now if you go next, to the next page, this is page 7 of the compendium.  This is exhibit I, OGVG.4_2023, attachment 2.  I have asked you the same thing about the distribution margin.  Do you see that?

MR. SZYMANSKI:  Yes, I do.

MR. BUONAGURO:  So, for example, the distribution margin, once -- I am assuming this is once everybody is fully connected and then capacity is fully utilized somewhere in around year 6 or 7, I should say, you have got the distribution margin being $7,637,000, approximately?

MR. SZYMANSKI:  Yes, that's correct.

MR. BUONAGURO:  And again, this revenue hasn't been included in your Stage 1 NPV analysis?

MR. SZYMANSKI:  That is correct, it has not.

MR. BUONAGURO:  In this case, though, there are incremental costs associated with the distribution revenue.  Correct?

MR. SZYMANSKI:  There will be, yes.

MR. BUONAGURO:  Right.  And so that is because you have to build distribution assets in order to actually connect the new customers to your system in order to access natural gas?

MR. SZYMANSKI:  That is correct.

MR. BUONAGURO:  And I asked you about that in this same interrogatory response, and you couldn't at this time tell me what that investment was going to be.  Right?

MR. SZYMANSKI:  That is correct.

MR. BUONAGURO:  But, when you do it, presumably you are going to use or you are proposing to use your sort of normal EBO 188 analysis and your new hourly allocation factor system to allocate capacity to each of the new customers that are connecting to the distribution system?

MR. SZYMANSKI:  I don't know if the HAF would necessarily be applicable to each distribution -- each customer, that is.  If it is applicable, it would be used, but only if applicable.

MR. BUONAGURO:  Yes.  Well, in this particular case, as people are quite happy to point out, most of the capacity that we are talking about that is driving this distribution investment is related to contract customers, and namely greenhouse growers and generators?

MR. SZYMANSKI:  Based on the expression of interest, that is my understanding.

MR. BUONAGURO:  Right.  And so, for those customers, you are going to, I am assuming, allocate capacity and enter into other contracts with those customers, or get CIACs to make sure that their contribution to the distribution costs allocated to them is at 1.0, at least.  That is my understanding of the process.

MR. SZYMANSKI:  Yes.  It would be a minimum of 1.0.  So it could potentially be higher.

MR. BUONAGURO:  And that is my point.  Potentially higher, particularly for the greenhouses because, in my understanding, if you look at the other projects that come along, they tend to be able to recover their costs of distribution somewhere in the order of seven to 10 years, something in that order?

MR. SZYMANSKI:  I am sorry, I can neither confirm nor deny that.

MR. BUONAGURO:  Fair enough, and those are on the record.

MR. MacPHERSON:  If I could, there isn't actually a kind of rule of thumb like that.  As these projects move forward where a customer is ready to start the process of economic evaluation, we look at their specific request for capacity, pressure, et cetera, and build up an estimate of the specific distribution facilities that will go into the 188 test.

In the case where we have infrastructure that is common and may be shared across more than one distribution customer, we would consider the use of the hourly allocation factor methodology in that case.  But it is very specific to the circumstances of the build.

MR. BUONAGURO:  Okay.  Can you agree though, with me, and I think as you pointed out, assuming that you are able to generate a net present value on the distribution margin of 1.0 or higher, to the extent that it is higher, that is a benefit of this build?

MR. SZYMANSKI:  It would be.  I guess it is arguable whether it is a benefit to the distribution project.  I couldn't say directly that it's a benefit to the transmission project or the distribution.

MR. MacPHERSON:  I will take a crack:  If what you mean is if the calculated PI of an individual distribution project is greater than 1.0, yes, that means its cash flows are more than sufficient, bringing benefits to the project, to -- sorry, to the system as a whole.

MR. BUONAGURO:  Thank you.  And to the extent that that happens in this case, you haven't tried to quantify it or include it in your net present value calculation?

MR. SZYMANSKI:  That is correct.

MR. BUONAGURO:  Thank you.  Now, somebody took my power adapter and hasn't given it back, so my computer just fell asleep.  It's okay, I am okay.

We can move on to page 9, thank you, of the compendium.  This is exhibit I-OGVG.5.  And there, I asked you about your Stage 3 analysis.  Specifically, I noted -- and then we can go to the question, if people want to read that.  I was comparing your $257 million worth of Stage 3 benefits from the build itself, so from the $289 million project net of overhead -- capitalized overhead costs to the $4.5 billion investment in infrastructure and 6900 estimated jobs resulting from new greenhouse operations in the area; do you see that?

MR. SZYMANSKI:  Yes.

MR. BUONAGURO:  And so, I was asking, with the economic benefits associated with $4.5 billion worth of investment, at least come to the level of the economic benefits you're projecting from your own build given that 4.5 billion is much higher than $289 million, and you agree that it would probably be at least $257 million in benefits that haven't been quantified and captured under Stage 3; is that correct?

MR. SZYMANSKI:  Sorry, this Stage 3 has quantified 257 million.  Is that your question?

MR. BUONAGURO:  Well, no.  What I am saying is you haven't quantified the benefits associated with the $4.5 billion with an investment and 6,900 new jobs.

MR. SZYMANSKI:  That is correct.  The 4 and a half billion is obviously not included in the 257 million.

MR. BUONAGURO:  And you agreed that if you were to quantify it, 257 would probably be the bottom, it would be probably be the least what you're calculating for, for your own spend?

MR. SZYMANSKI:  I believe that's fair.

MR. BUONAGURO:  Right.  Can you just briefly explain why you haven't or why you can't actually go and do a calculation of the economic impact -- economic benefit of the $4.5 billion of infrastructure spending for greenhouse growth and the incremental jobs?

MR. SZYMANSKI:  So, we don't have a mechanism, I would say, to do this calculation.  However, we have, I guess, indirectly included it in our Stage 3 as -- hence we, we put the language in there identifying these indirect spin-offs.  They're not directly attributable to the construction of the pipeline, they are, kind of, that next stage after the construction.  I guess it would be a difficult calculation to prove and I guess quantify the 257 million is based on established mechanism that uses proven data that's been accepted by the board.

MR. BUONAGURO:  Would part of the difficulty be that you know exactly how Enbridge is going to spend its money and you don't necessarily know with the same level of detail how the money is spent by growers actually building out their crops?

MR. SZYMANSKI:  That is fair.


MR. BUONAGURO:  All right, thank you.  But you do agree there is a benefit there and it's likely to be substantial?

MR. SZYMANSKI:  Agreed.

MR. BUONAGURO:  Thank you.  If we can go to the next page in the compendium, this is page 10.  And so, what I have produced here, this is a redacted version and I don't need to see the redacted information for the purposes of my examination, I just thought this was a convenient way to show this data this is Exhibit JT1.23, and this breaks down the demand, the firm demand on the system over the period from winter 19/20 to winter 30/31.  And you can see that I have highlighted some columns at the bottom, or, sorry, a row at the bottom.  

So, this is the incremental demand forecast line that I am interested in, and you can see that for 2023 -- 22/23 and 23/24, I have highlighted in green.  And then for 24/25 through 28/29 I have highlighted in yellow.  And then 29/30 to 30/31 I have highlighted in pinkish red, I will call it. 

Now, my understanding is that for the green columns, these are historically years -- or we're in the middle of 23/24 winter -- these are incremental demand forecasted for those years that has occurred or is occurring and you have been able to meet that demand based on existing system capacity; correct?  So, we are not worried about the 26 incremental demand in 2023 because it's historical and you were able to meet it, and 2023/24 you've said in the updated application you have been able to meet that incremental demand; correct?

MR. DILLON:  Yes, that's correct.

MR. BUONAGURO:  And then 24 through to the end of the 28/29 winter in the yellow, that's the incremental capacity that's happening each year that you need the project in order to meet; correct?

MR. DILLON:  Yes, that is correct.

MR. BUONAGURO:  And then 29/30 and 30/31 in the, sort of, pinkish red, that's demand that you're forecasting but if nothing else changes, if the project goes ahead and incremental demand up to that point occurs like it should, you're at a shortfall in year 2029; correct?

MR. DILLON:  Yes, that is correct.

MR. BUONAGURO:  And so, these numbers are based entirely on the actual demand that you got through the expression of interest; correct?

MR. DILLON:  Yes, that is correct.

MR. BUONAGURO:  And so, if we go to the next page, this is page 11 of the compendium Exhibit B, Tab 1, Schedule 1, page 20, paragraph 65 and you can see I have highlighted it.  You have basically told us that you actually have new demand in the area, in the short term I expect, that hasn't been captured in the demand forecast yet; correct?

MR. DILLON:  That is correct.

MR. BUONAGURO:  So, if we go back to Exhibit JT1.23, that means -- my understanding is that that means, and maybe you can confirm that, that extra demand is or may be significant enough that you might actually run out of capacity in 28, 2028?  Is that fair or am I overstating that, the new inquiries about demand?

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

MR. BUONAGURO:  Sure.

MR. CIUPKA:  Okay.  Yes, I would agree with that, that to the extent we exceed the current forecasted demands in the table, that yes we could need a -- require another capacity solution as well early as the winter of 28/29.

MR. BUONAGURO:  And so, if we go to page 13 of the compendium, you were asked about IRP alternatives and I highlighted that, because you basically said that on an ongoing -- sorry let me see question (b) was:

"Has Enridge Gas considered energy efficiency IRPAs for contract customers to avoid or defer the potential second phase of transmission expansion in the region?”


And by "second phase" I assume what is meant is that, sort of, 29/30 winter; correct?

MS. WADE:  That's correct.

MR. BUONAGURO:  And you were asked -- and I am sorry I didn't reference the question.  It's Exhibit I-Staff -N.  You were asked that question and the answer was:

"We will consider IRP alternatives to reduce, avoid, or defer the potential second phase of transmission expansion in this region as part of its annual review and assessment of identified system needs, constraints, and projects in the asset management plan."


And so, I can tell you that having read that answer I thought it was somewhat generic in that it seems like we are there.  You are forecasting a shortfall in '29, that shortfall may actually be advanced based on information you already have, it's the end of 2023.  Perhaps I am jumping the gun, but I would expect that there would already be IRP initiatives, or at least consideration, for that year to try and avoid another build in '29; am I correct?

MS. WADE:  Yes, I guess what I would note is we have just completed the IRP analysis for this area for this project specifically and have not found any technically feasible IRPAs to implement.  And so, what we will do is continue to look at other potential opportunities as we understand the need that's coming on to the system.  At this point we have looked at it previously when we filed the first application and we did another look now and there are no technically feasible IRPA alternatives at this time.

MR. BUONAGURO:  Okay.

MS. WADE:  But it doesn't mean that we won't continually look at that to determine, based on the needs, if there's some opportunity we are not just crossing it off the list, we will continue to evaluate.

MR. BUONAGURO:  Okay.  Just so I understand that, so we are here in the winter of 2023, right, and forecasting out to the year 2029 winter and looking at 14 terajoules per day of shortfall, you're telling me that based on the available IRP resources to you, you can't -- you don't see a feasible way to create that 14 terajoules of space to meet that demand?

MS. WADE:  That is correct.  Because the -- sorry, can you rephrase the question?

MR. BUONAGURO:  Well, you're telling me that you can't meet that 14 terajoules of required capacity in 2029.

MS. WADE:  Yes.

MR. BUONAGURO:  Because the IRP resources available to you, or options available to you, however you want to refer to it, you don't see anything that would do that for you, get you there.  For example, I am assuming that the most obvious way would be to try and reduce the general service firm demand by that much and to free up space, for example, but you don't see that, over the next five, years you can do that in a feasible way, at least not yet.

MS. WADE:  Just one moment, please.

[Witness panel confers.]


MS. WADE:  So I think I will just go back to what I was noting, that we will continually assess because, as we move closer to the date, for example, there could be a supply side option that would be a feasible option to satisfy the need in 2028/2029.

So I think it's important to note that, as I was saying, at this point, we are aware of that project and we are looking at IRP alternatives that we would have to implement in order to avoid that.  But, say, the supply side option, we are not going to implement that until we get closer to the date and we have a firm understanding of what the need is.

MR. BUONAGURO:  So you're saying, then -- and, without judgment, I am asking the question -- you're saying that, in the winter of 2023/2024, looking ahead to the winter of 2029/2030, it's still too early?

MS. WADE:  No.  But I think we have just done our assessment of different IRPA, so we are aware of what alternatives we could use, for example, a supply side option, should that requirement come to fruition.

MR. BUONAGURO:  I think you are telling me that, right now, the best option is an as-yet-unknown supply option.

MS. WADE:  It could be one of the options, yes.

MR. BUONAGURO:  All right.

MS. WADE:  Yes.

MR. BUONAGURO:  Okay.

MS. WADE:  And I would note that, based on the analysis that we have done to date, that would likely be the best available option for that next phase of the project, but we wouldn't determine that until the need has been confirmed.

MR. BUONAGURO:  Right.  And is that because, you know, again, assuming the demand is as it is on this page, on JT1.23, a supply side option to service 14 terajoules per day is feasible?

MS. WADE:  That's correct.

MR. BUONAGURO:  Okay.  Thank you, those are my questions.

MR. MORAN:  Thank you, Mr. Buonaguro.  Mr. Mondrow, are you ready to proceed?
Cross-Examination by Mr. Mondrow:


MR. MONDROW:  I am, thank you, Mr. Chair.  Good afternoon, witnesses.  For those of you whom I haven't met, my name is Ian Mondrow.  I am, in this proceeding, as in most gas matters, counsel for the Industrial Gas Users' Association; IGUA the is the acronym.  I think I have Mr. Gillett's voice; not his ailment, otherwise I wouldn't be here, but perhaps his voice, at least not as far as I know.

I would like to start -- I do have a compendium, but, before I go there, I would like to go to your opening presentation.  And I would like to go to page numbered 3, please.  This is Exhibit K 1.1, I believe.

And, Mr. Gillett, I think you confirmed this, but I am assuming that all of the yellow lines on this map are considered part of the Panhandle transmission system.  Is that correct?

MR. GILLETT:  Yes, I believe that's correct.

MR. MONDROW:  Okay.  And there is a note in your presentation -- actually, on the previous page -- where you have a map with your broader transmission systems.  And the note says that all the systems connected to Dawn, so that would be the Panhandle system, the St. Clair system, and the Dawn East going east from Dawn transmission system, but they operate independently.

What does that mean, that they operate independently?

MR. GILLETT:  As far as our operations are concerned, they generally operate independently of each other.  So, as an example, reinforcement on the Panhandle system won't create capacity on the Sarnia industrial line, as an example.

MR. MONDROW:  Am I correct -- I'm sorry, Mr. Gillett, to pick on you, given your voice, and anyone else can answer if they want -- but am I correct, as I stated in our opening statement, that customers on the Sarnia industrial line are not served by, and will not be impacted in any way by, the Panhandle transmission system or the proposed expansion?  Is that a fair statement?

MR. GILLETT:  I accept your apology, Mr. Mondrow.  I will answer this one again, though.  Yes, that would be correct.

MR. MONDROW:  And the same would be true for customers that you serve east of Dawn.  Correct?

MR. GILLETT:  Correct.

MR. MONDROW:  Okay, thank you.  All right.  If I could then go to my compendium, Mr. Chair, and I believe this would be, when marked, Exhibit K1.9?

MR. MURRAY:  That is correct, Exhibit K1.9.
EXHIBIT K1.9:  IGUA COMPENDIUM FOR EGI PANEL 1


MR. MONDROW:  Only because we are under 10, I can still keep track.  Thank you Mr. Murray.

The pages of the compendium are numbered at the top.  And if we can go to page numbered 1, this is an excerpt from your evidence.  It's Exhibit B, Tab 1, Schedule 1, page 7.  And it tells us, if we look at paragraph 26 toward the bottom of the paragraph, of the 42 EOI bids received, 38 bids were from the greenhouse sector, two bids were from the power sector, and two bids were from the commercial sector.

And these are all, as I understand it, updated figures as of the close of the second of the two processes you ran, so as of the spring, April 6, according to the evidence, of 2023.  Is that correct, Mr. MacPherson, or whoever can answer that?

MR. CIUPKA:  That is correct.

MR. MONDROW:  Thank you.  And some of the greenhouses made multiple bids in the first expression of interest process.  Was the same true in the second expression of interest process?  I just wanted to get a number of greenhouses that are represented by these responses.

MR. CIUPKA:  Yes.  So what I can say here is that I believe there was one greenhouse entity that submitted four different bids, which would have been for four different locations.  But, for the remaining bids from the greenhouse sector, it would have been individual entities.

MR. MONDROW:  So, if we count that entity as one greenhouse, we have 34 responding greenhouses.  Is that right?

MR. CIUPKA:  I believe that's correct, yes.

MR. MONDROW:  Thank you.  And I think you went over this with Mr. Buonaguro a minute ago, but, just to confirm, the Stellantis battery plant is already being served with existing capacity.  They were one of the two commercial sector bidders?

MR. CIUPKA:  They were not.

MR. MONDROW:  They were not, okay.

MR. CIUPKA:  They did not bid in the 2021 expression of interest, and they did not bid in the 2023 expression of interest.  They showed up after the 2021 expression of interest, but, yes, they are in service today.

MR. MONDROW:  And, before the 2023 expression of interest, so they are not in the numbers that we have been talking about?

MR. CIUPKA:  That is correct.

MR. MONDROW:  Great, thank you.  But you can confirm, Mr. Ciupka, I think, that the contract rate customers in your forecast are expected to take up 94 percent of the capacity of the project?

MR. CIUPKA:  That is correct.

MR. MONDROW:  Okay.  And, if we can go back to your opening presentation, Exhibit K1.1, and this time to page 6 of that presentation, there is yet another map which shows the pressure bottlenecks.  And you talked about that this morning.

This project, as I understand your evidence, is intended to relieve the pressure bottleneck that exists between the Dover transmission station and I think you pronounce it Comber transmission station.  Is that correct?

MR. DILLON:  That is correct.

MR. MONDROW:  Okay.  And that, in turn, will allow increased capacity to serve customers in Leamington?

MR. DILLON:  Yes, that is correct.

MR. MONDROW:  Okay.  And is that where the 34 greenhouses are located, in the Leamington area?

MR. DILLON:  Yes.  That's where the majority of the greenhouses are located.  I think all of the EOI bids were in that general vicinity.

MR. MONDROW:  Okay, great.  Now, there are two gas-fired generators, I think, that have been counted toward the capacity for this project.  And they are both located in the Windsor area; one of them is Atura Power of Brighton Beach, and there's another one, right?  But they are both in the same area, located near Windsor?

MR. DILLON:  Yes, that is correct.

MR. MONDROW:  Okay.

MR. GILLETT:  Mr. Mondrow, I apologize for interrupting, but I just want to maybe add something to what Mr. Dillon had said.

When you had asked whether that project provides capacity to serve customers in the Kingsville-Leamington area, I just want to clarify, it creates capacity for the entire Panhandle system, not just that Kingsville-Leamington area.

It is not intuitive.  When you look at a map of a pipeline and you see where we are looping, it looks like it is isolated to that area.  But hydraulically, that is not how it works.  So I just wanted to make sure it was clear that it serves the entire system, not just Kingsville and Leamington.

MR. MONDROW:  Yes, and we will come back to that.  Thank you, Mr. Gillett.

MR. GILLETT:  Fair enough.  Thank you.

MR. MONDROW:  That's fair.  Thanks.

So the incremental capacity that will provided by the project is 168 TJs per day as updated, I believe.  And the in-service date, if I am not mistaken, is November 2024?  Is that correct?

MR. DILLON:  Yes -- both correct.

MR. MONDROW:  Right.  And, if I am reading your evidence right, you have now got commitments for 167 TJs per day for the project.  Is that correct?

MR. CIUPKA:  That is not correct, at this point in time.  We have one executed contract that was reflected in our interrogatory updates; we have since had three additional contracts executed.  I don't have the exact volumes of the three additional contracts that have been executed, on hand.  I can get that.

So it would be what was reflected, the 57.4 TJs, which was the Brighton Beach contract with Atura, and then the three additional contracts that have been signed.

MR. MONDROW:  Yes.  Sorry, Mr. Ciupka, I used the word "committed", not executed contracts.  So maybe we can turn up exhibit I-Staff-3, page 2?  And I think this might help, and it is consistent with your explanation, in fact.

It's a table which you provided.  This is the updated version I am looking at, to Board Staff, that as of September 22, 2022, you have executed distribution contracts for 63 TJs a day, you have executed letters of indemnity and/or commitment letters for 104 TJs per day.  So your total prep capacity commitments, which is the word at least I intended to use -- I apologize, if I didn't -- is 167 TJs per day, as of now.  Is that correct?

MR. CIUPKA:  No, that is not correct.

MR. MONDROW:  Okay.  Is it less, or more, than that?

MR. CIUPKA:  It would be less than that.

MR. MONDROW:  So what is the total, now?

MR. CIUPKA:  It would be the 54.7 TJs reflected in, I believe, Staff 24.

MR. MONDROW:  Can we turn that up?

MR. KEIZER:  Just for the table you were looking at, Mr. Mondrow, I think that was related to the first EOI, not to the second EOI.  Okay?

MR. CIUPKA:  Yes, that is correct.  That is my confusion here, as well. So within our evidence, Mr. Mondrow -- and I apologize if that undertaking or IR did not get updated properly.

However, in our evidence we stated that we were not -- all those previous commitment letters executed were basically null and void, given that they were tied to the 2021 expression of interest process, and that we have indicated that our focus for this particular project as a result of the 2023 expression of interest is to focus on contracting those customers with demands for winter 2024/2025 and 2025/2026.

MR. MONDROW:  So, for 2024/2025 and 2025/2026, that is where the -- you are assuming, or -- and you have commitments for 131.2 TJs per day?

MR. CIUPKA:  No, that would be what is considered in negotiation, in total.  So that would be the executed contract at the top, and then the rest of the -- yes, under the "in negotiation", that would be what is currently under negotiation.

MR. MONDROW:  But for commitment by winter 2025.  Right?

MR. CIUPKA:  Yes.  So the numbers in the column for 2024 would be things that -- contracts that are under negotiation for an in-service date of going into winter 2024/2025.  And the 2025 column, it would be contracts under negotiation or volumes under negotiation, I should say, for winter 2025/2026.

MR. MONDROW:  And your forecast includes additional volumes -- sorry, additional capacity requests, which you haven't gotten to yet but you anticipate getting to, to get commitments of contracts from those customers.  Right?

MR. CIUPKA:  That is correct.

MR. MONDROW:  And you still anticipate that the entire capacity of the project will be contracted and in use by winter, I think it is 2029, if I am not mistaken.  Is that correct?

MR. CIUPKA:  Yes.  Based on our current demand forecast, that is correct.

MR. MONDROW:  Okay.  And to be clear, those numbers all result from the two power generators, two commercial sector customers and 34 greenhouses that we spoke about a few minutes ago.  And when I say "those capacity commitments", I mean the commitments that will take up the entire amount of the project by winter 2029.  Is that right?

MR. DILLON:  Just one moment, please.

MR. CIUPKA:  Sorry, Mr. Mondrow, so just to confirm as well:  So what's not reflected in these numbers and these tables below are the general service attachment forecasted numbers that are in the design day table, as well.

MR. MONDROW:  Okay.  So you agreed with me a few minutes ago, Mr. Ciupka, that 94 percent of the capacity is anticipated to be taken up by contract customers.  So that 94 percent of the 168 TJ per day project is all anticipated on the basis of the response to your EOI and ROS processes, as updated.  Right?

MR. DILLON:  One moment, please.

I just want to clarify that the current EOI extends past the capacity being built by this project.  So this project is expected to be exhausted in capacity by winter of 2028/2029.  And some of the numbers that you have seen previously, the 14 that were highlighted by Mr. Buonaguro, they are also numbers that are in this forecast that extend beyond the capacity of this project.

MR. MONDROW:  Mr. Dillon, what I am trying to confirm -- thank you, for that information -- what I am trying to confirm is that the expectation that the entire capacity of the project will be utilized by winter 2029 is an expectation based on the responses to your expression of interest and ROS processes?  Is that not correct?  You have identified all those customers.  Right?

MR. DILLON:  Yes, that is correct.

MR. MONDROW:  Okay.  Thank you.

Now can we go to JT1.23, please, that Mr. Buonaguro had up?  I guess it was in his compendium; I don't think I have it in mine.  But if we could go back to that for a minute, obviously, the redacted version?

And I know that the redactions were to retain some confidentiality for the large commercial industrial firm contract customers, which is why you didn't break out greenhouse and large -- well, you did break out power generating.

So if I am reading this table correctly, all the power generating capacity will be online in your anticipation by winter 2025/2026.  Right?

MR. DILLON:  That is correct.

MR. MONDROW:  Okay.  And then can you confirm for me that, as of winter 2026/2027 and on, in this forecast -- I won't ask for a specific number, because of the confidentiality -- but the lion's share of the additional capacity is greenhouse respondents to your processes.  Is that right?

MR. CIUPKA:  So I would say that greenhouse growth has definitely driven a lot of the increases in design day demand actuals and going forward we expect that trend to continue.  But we also want to highlight the fact that, again, as Mr. MacPherson said earlier, we continue to work with the Ministry of Economic Development, Invest Ontario, and local municipalities with respect to numerous electric vehicle battery supply chain opportunities, some of which are not current customers in this province and are looking at the Panhandle market area.  Others are existing operations that are also looking to expand.  So while greenhouse intuitively would make up a large proportion of that, again, the forecast is based on what we think is a conservative and reasonable estimate of non-power generation demands going forward.

MR. MONDROW:  Well the forecast is based on the 34 greenhouses that responded to your processes; isn't it?

MR. CIUPKA:  It's not directly based on that.  The expression of interest volumes are used as an input to developing the forecast, but it is not explicitly the expression of interest results that are forecasted.

MR. MONDROW:  All right.  Were the -- how much did you add to the expression of interest volumes to come up with your forecast?  What's the delta?

MR. CIUPKA:  We didn't add any.

MR. MONDROW:  Thanks.  I am not sure who this question would be for, but just in respect of these greenhouses, I take it, I don't think it's contentious, these are large sophisticated, I think you even talked about it earlier today, businesses, very -- with capital investments in aggregate in the billions of dollars; right?

MR. MacPHERSON:  That's correct.

MR. MONDROW:  Okay, thanks.  Let's just look at the capital investment number, because the number 4.5 billion has been used and I used the number 6 billion this morning, so maybe I can just clear that up, either for you or for myself. If we go to page numbered 34 of my compendium, please.  If I have got that right.  No that is not right.  Sorry 134.  I apologize.  So, we see -- so, I am looking at what's the end of paragraph 19 at the top of this page from your evidence, it's Exhibit E, Tab 1, Schedule 1, page 6 for the record, and I am looking at the last two sentences.  They say:

"In the EOI bid responses, customers indicated that total direct capital investment into their business operations in Southern Ontario would exceed $6.37 billion.  These figures were updated via the 2023 EOI bid forms.  Although, the company only received relevant feedback from 75 percent of customers who is bid 2023 (relative to 100 percent in 2021) the project is still anticipated to result in total direct capital investment in southwestern Ontario exceeding 4.5 billion."

And the footnote 3 there explains the derivation of 4.5, it's basically 6 billion times 75 percent; right?

MR. CIUPKA:  So, that is not correct in terms of the derivation of it the $4.5 billion and 6900 direct/indirect jobs were provided by customers on their 2023 expression of interest bid forms, and that's a comparison to the 6.37 billion that was provided in aggregate from the 2021 expression of interest bid forms.

MR. MONDROW:  Okay.  So, I don't understand why you worded your evidence the way you did, but if I am understanding your statement now, 75 percent of the customers in the second round responded to your question and those 75 percent said in aggregate we are going to spend 4.5 billion; is that right?

MR. CIUPKA:  That is correct.

MR. MONDROW:  And so, what that footnote is meant to say is that's consistent with 100 percent who previously responded and said they'd spend 6 billion; right?

MR. CIUPKA:  So, I think the way I would interpret that is, if you look at the 2021 expression of interest, I think there was approximately 318 TJs of capacity that was received through that process, and through the 2023 expression of interest process combined with the contract that was executed by Atura for Brighton Beach it represents about 75 percent of the total capacity or about 254 TJs a day.  So, directionally I would say that is in line with what we received on customer bid forms even though only 75 percent of customers provided those statistics in this 2023 process.

MR. MONDROW:  You expect the other 25 percent of customers will spend something on capital, probably a large amount but you don't know how much because they didn't respond?

MR. CIUPKA:  That's correct.

MR. MONDROW:  Okay, that's fine.  Thank you.  And now, in terms of project benefits you also assumed, and this is on page 7 of your evidence which is page 135 of my compendium, that's paragraph 22, utility taxes of $45 million to provincial and municipal governments over the life of the project. And those are Enbridge Gas Inc. taxes, they don't include any municipal taxes to be paid by the customers that are seeking to expand their operations; correct?

MR. SZYMANSKI:  That's correct, there are no customer municipal taxes included in that number.

MR. MONDROW:  Okay.  Or the taxes, obviously, to be paid by their incremental employees to the extent they pay taxes in the municipality; right?  Not counted?

MR. SZYMANSKI:  Correct.  However, we do include the municipal taxes that Enbridge Gas will be paying.

MR. MONDROW:  Yes, that's the 45 million; right?

MR. SZYMANSKI:  Right.

MR. MONDROW:  Right.  But you do forecast, if I am not mistaken, 11,500 incremental customer jobs by, in respect of employment by these businesses, your customers, over the life of the project; correct?  Page 6, paragraph 21, if you'd like to look it up.

MR. SZYMANSKI:  Sorry.  I believe that was the number from the 2021 expression of interest?

MR. MONDROW:  Right.

MR. SZYMANSKI:  The last line in paragraph 21 states that the number is now 6,900.

MR. MONDROW:  Right.  And as with the investment that's because -- well, that's based on the response by 75 percent of the respondents who actually answered that question; right?

MR. CIUPKA:  That's correct.

MR. MONDROW:  But, Mr. Ciupka, you do expect more jobs that than that you just don't how much because they didn't answer, just like the capital investment; right?

MR. CIUPKA:  I think that's a fair statement, yes.

MR. MONDROW:  Perfect, thanks. All right.  I would like to talk about EBO 134 for a bit.  And I included excerpts, not the entire decision, but excerpts in my compendium starting on page 4.  Numbered 4.  Numbered 4 at the top there we go perfect, thank you.  So, let's see if we can move through this hopefully non-contentiously because I am under a time limit. 

My understanding from reading and rereading EBO 134, and I am going to ask if you agree, is that it was convened to consider system expansion to smaller communities following the discontinuation of federal funding programs at the time for gas system expansion.

MR. MacPHERSON:  Subject to check, that sounds correct.

MR. MONDROW:  And, until this point, Mr. MacPherson, it's my understanding, and it's reflected in the decision, that consumers gas, then consumers gas was applying what was call a fifth year rate of return feasibility test, which essentially, as I understand it, meant that after five years all customer attachments have occurred and existing customers are no longer subsidizing new customers.  That was the test for feasibility that Enbridge Gas was applying at the time; can you confirm that?

MR. MacPHERSON:  I would be unable to confirm that.

MR. MONDROW:  Okay.  Maybe we will look at --


MR. MacPHERSON:  I am familiar with that fifth year rate test, it is even mentioned in the discussion of 134, but I am not -- I am old but I am not that old.

MR. MONDROW:  So, you know that there was a test but you don't know what it means or how it was applied?

MR. MacPHERSON:  If you are going to ask me detailed questions I will not represent that I can answer them with quality.

MR. MONDROW:  Okay.  Well, I'm not sure much turns on it.  We can come back to it if necessary, but I don't want to take the time -- it is in the decision, by the way, I think it's at the line numbers in the right-hand side, line numbers 280 and 281 but, as I say, I don't know that much turns on it. 

We have agreed that with the discontinuation of the federal funding.  The point of 134 was to consider what tests to apply going forward, and I think that's probably more important than what you did in the past.

So if we look at -- let's go to page 8 of the compendium.  And this is paragraph 2.13 in the reformatted EBO 134 decision that is on the OEB's website.  The OEB was --


MR. KEIZER:  I have some concerns.  The nature of the question is to seek the interpretation of the decision, which, in my view, would be more in line of argument than a factual inquiry.

MR. MONDROW:  No.  I haven't asked the question, so....

MR. KEIZER:  Well, if it is, then I am objecting to it, but I will wait for you to ask the question.  I think it's a bit unfair to ask this panel to answer questions, on a factual basis, if they are factual questions.  That happened in 1986.  I think the only one that was around at that time at the board was me, and I am not going to be a witness.

So, you know, let's hear the question, but I think it's unfair to pose factual inquiries related to this document.

MR. MONDROW:  Mr. MacPherson, you are familiar with EBO 134 and its application, presumably, today?

MR. MacPHERSON:  That's correct.

MR. MONDROW:  You apply it all the time.  Right?

MR. MacPHERSON:  We apply it regularly, yes.

MR. MONDROW:  Yes.  And you have a view of why you apply that, the policy basis for it.  Right?

MR. MacPHERSON:  We apply it because it's the Board's requirement in guidelines and policies to do so.

MR. MONDROW:  Right.  And so are you aware that, when the Board formulated EBO 134, it was considering how to fund uneconomic expansions that did not met the then-current feasibility test?

MR. MacPHERSON:  That's right.  That's set out in the document in section 7.1 called The Issue of Subsidy.

MR. MONDROW:  And that the primary consideration at the time by the Board was the extent to which gas service should be extended into other areas of the province?  You can check paragraph 5.16 if you'd like to refresh your memory.

MR. MacPHERSON:  That is my understanding.

MR. MONDROW:  Okay.  Of course, we now have a legislative program in respect of extending gas service into other areas of the province.  Right?  You're familiar with that program.

MR. MacPHERSON:  I am.

MR. MONDROW:  You have a bunch of applications before the board under that program.  Right?

MR. MacPHERSON:  We do.

MR. MONDROW:  Yes, thanks.  Would you agree with me that the Board intended, and presumably you apply, EBO 134 as a flexible policy to be considered on a case-by-case basis?

MR. KEIZER:  In terms of the original EBO document or the way the policy has evolved and manifested itself since 1986?

MR. MONDROW:  Well, do you apply it on a flexible, case-by-case basis, Mr. MacPherson?

MR. MacPHERSON:  I am not sure what you mean by the word "flexible."

MR. MONDROW:  All right.  Well, let's look at paragraph 5.14 of the EBO 134 decision.  It's page 9 in my compendium.  And, at paragraph 5.14, it says:
The Board reiterates that the concept of public interest is dynamic and it must change according to the circumstances.  The Board considers that the relevant criteria from those listed above, and others, depending on the circumstances, should be addressed as fully as possible so that the Board has complete information on which to base its determination as to whether or not a project is in the public interest."

Continuing on:
There can be no firm criteria for determining the public interest, and the Board will not attempt to define these criteria closely.  The weighting the Board attaches to each criterion considered can also change with the circumstances of a specific application."

MR. KEIZER:  Are you asking him now again for part of the argument before you taking a breath --


[Multiple speakers]


MR. MONDROW:  I am just seeing if there's anything else relevant that I want to put to you, Mr. MacPherson.

So, based on those two paragraphs, would you agree that the purpose of the policy, or the anticipation of the Board -- well, sorry, let me back up.

When you apply the policy, do you apply it in accord with the Board's instructions in those two paragraphs?

MR. MacPHERSON:  I would say the beginning point of our evaluation of what economic test to apply begins with that initial determination of what type of project it is.  Is it a transmission project or is it a distribution project?  And then we follow through --


MR. MONDROW:  Sorry, I am going to interrupt you for a second, because you say this is only --


MR. KEIZER:  No, let him answer the question.

MR. MONDROW:  Go ahead.  We will just stop the clock running here for a few minutes.

MR. MacPHERSON:  I will turn it back to you, please.

MR. MONDROW:  You say EBO 134 applies only to transmission.  Right?

MR. MacPHERSON:  That is our interpretation.

MR. MONDROW:  So you first determine whether you have a transmission project or a distribution project, and then, if it's a transmission project, you then turn to EBO 134.  Right?

MR. MacPHERSON:  Not necessarily.

MR. MONDROW:  Okay.  When don't you?

MR. MacPHERSON:  We wouldn't turn to 134 if the purpose of the transmission project was for a community expansion project.  We wouldn't turn to 134 if the purpose of the project was for a single customer on a dedicated lateral connecting and driving the project.  We wouldn't use 134 if specifically exempted from application based on funding of the provincial government, as is the case in the community expansion funding in some cases.  We would look at the particulars of the case before we would go further in that determination.

MR. MONDROW:  Okay, that's fair.  And, when you then determine that you're going to use 134, what I originally intended to ask you is:  Do you apply it in a flexible fashion, as reflected in the paragraphs that I took you to a minute ago, 5.14 and 5.15?

MR. MacPHERSON:  So it's not -- so Enbridge goes through the steps and the analysis required in EBO 134.  Ultimately, the determination of public interest is not in the hands of Enbridge to make, in my understanding; it's to the Board.  It's their position, their place, to judge the public interest in projects such as these and if the requirements of the application project meet those tests.

MR. MONDROW:  If you can look at paragraph 5.19, which is on page 10 of my compendium.  The Board instructed:
"Any application to the Board should include evidence on all public interest criteria considered relevant by the participants.  Any data that can be quantified in meaningful fashion should be presented that way with assumptions clearly stated."

You do that when you make an application under 134, I assume?

MR. SZYMANSKI:  Yes, that is correct.

MR. MONDROW:  Would you agree with me -- Mr. Szymanski, maybe this is for you -- that the consideration of feasibility of a project and the consideration of who should pay are separate considerations under 134?

MR. MacPHERSON:  Just a moment, please.  

[Witness panel confers.]


MR. MacPHERSON:  I think I'd ask that you clarify.  Can you restate the question, please. Do you mean to do with each stage of economic evaluation, or are you talking about something else?

MR. MONDROW:  No.  The project is assessed on the basis of, as required, a three-stage test; certainly, Stage 1, sometimes Stage 2, sometimes Stages 1, 2, and 3.

That's a separate consideration from who should pay any required subsidy.  So the determination of whether the project is feasible is a separate determination from the determination of how it should be paid for.

MR. MacPHERSON:  That's correct.  That's not typically an issue in a leave-to-construct application.  It's a matter of a rate-making and cost allocation, as I understand it.

MR. MONDROW:  Right.  Would you agree with me, Mr. MacPherson, that EBO 134 does not preclude contributions in aid of construction?

MR. MacPHERSON:  I think I have set out some of the particulars in cases where it may apply.  As I mentioned, community expansion, individual connecting customers.  I am aware of other cases where there has been a different treatment, but, generally, it doesn't specifically say that that is a feature of the rule.

MR. MONDROW:  Sorry of the --


MR. MacPHERSON:  Of the guideline, excuse me.

MR. MONDROW:  Yes.  I apologize.  When you say that is a feature, you mean having contributions or not having contributions?

MR. MacPHERSON:  Having contributions.  The only section -- if you would please turn to section 7.29 of EBO 134?  No, I don't see it here.

MR. MONDROW:  No, you are right.  If you go to page 17 of my compendium, you will see it is 7.29.  There you go.  That's the paragraph you are thinking of, Mr. MacPherson?

MR. MacPHERSON:  Yes.  So this sets out, the only place that I can see in this original document, a place where contribution in aid of construction is set out.  And it sets it out as should be required for those projects; the sole purpose is to supply gas into a new area.  And where the evaluation process demonstrates an undue burden on existing customers.

Just to reiterate, we are not in, through the proposal of this project, proposing to serve any new areas in our franchise area.

MR. MONDROW:  Okay.  But is there any place in the decision other than this paragraph that precludes the application of CIACs in different circumstances?

MR. MacPHERSON:  I think it can be interpreted to be explicit by including what is -- where it does apply.

MR. MONDROW:  Well, now, you are making legal argument, sir.  Is there any other place in the decision that precludes the application of CIACs?

MR. MacPHERSON:  Not that I am aware of.

MR. MONDROW:  Okay.  But you are assuming that that is the case when you apply the policy, when you actually apply it today?

MR. MacPHERSON:  I think I have answered this question.

MR. MONDROW:  Okay.  Sorry, I didn't catch your answer.  You said there are exceptions.

MR. MacPHERSON:  I have previously answered that there are certain conditions and exceptions that have applied.  I didn't get into them, but community expansion is the main one.  And, through the evolution, projects where there is a customer directly connecting to the project facilities, that EBO 134 would not apply.

MR. MONDROW:  Right.  And the directly connecting customer exception isn't actually spelled out in EBO 134?

MR. MacPHERSON:  It is not.

MR. MONDROW:  Right.  The only exception spelled out in 134 is -- the sole purpose is expanding to a new area?

MR. KEIZER:  But I think you are being a bit unfair to the witness, and that is that 134, this document, ever since 1986, 134 has been applied many time by the Board since that time with various interpretations, applications, you know, filing requirements and other elements, and so --


MR. MONDROW:  All of which I am going to go through, if you will give me the time --


MR. KEIZER: ...I think if you are going to be fair to the witness, you should put them all to him --


MR. MONDROW:  Yes.

MR. KEIZER: ...other than just a selective paragraph from something from 1986.

MR. MONDROW:  Sorry.  Mr. Chairman, this is getting annoying.  I have a cross‑examination remaining.  If Mr. Keizer took the time to look at my compendium, he will see I have excerpted seven decisions which I intend to take the witness to, all of which are EBO 134 leave to construct -- well, no, sorry, they are not all 134 -- all of which are Panhandle system leave-to-construct applications.  We will get there.

If he thinks there is a vacancy in the record, he can have his redirect.  But he is interrupting me, and I am losing my time.

MR. MORAN:  Mr. Mondrow, I think we have the point that you have been trying to make with respect to the decision.  I have a sense that you are about to move on anyway, to those.

MR. MONDROW:  Absolutely, yes.

MR. MORAN:  So let's keep going.

MR. MONDROW:  Thank you, sir.  That's fine, sir, thank you very much.

MR. MORAN:  Actually, I think we are planning to stop for the day, very shortly.  So Mr. Mondrow is going to take us to another 10 or 15 minutes, and then we are going to be done.

MR. MONDROW:  That is fine, sir.  Thank you, very much.  Yes, I will do that.  Thank you.

Mr. MacPherson, you also apply EBO 134, and we have talked about this, as applying to transmission facilities.  But I don't see any reference to transmission versus distribution in EBO 134; I may have missed it.  Do you think that there is a distinction made in EBO 134?

MR. MacPHERSON:  Again, I believe you are getting into some historic things.  Back in the time when this was approved, EBO 134 was the guideline, the economic test that applied to everything; it applied to transmission and to distribution and only -- that only changed at the time that EBO 188 guidelines were introduced by the Board in, I believe, 1998.

MR. MONDROW:  Right, right.  And we are going to come to EBO 188.  But that is much more expressly a distribution expansion analysis.

So I gather what you are telling me is following EBO 188, as far as you are concerned, as far as you apply policy today, it became clear that 188 would apply to distribution and 134 would apply to transmission.  That is your interpretation, and the way Enbridge applies the policy, today?

MR. MacPHERSON:  Generally speaking, yes.

MR. MONDROW:  Okay.  That's fine, thank you.  I concede there is a lack of clarity here; that's my point.  But that's fine.  I certainly don't blame you for that.  I just want to explore that with you a little bit, so thank you.

One more question for you, and you may not know this history, but it is apparent on the face of the policy, which I assume you have read.  And it is pretty clear from paragraph 7.10, if you want to have reference to it, that at the time of EBO 134, Consumers Gas -- then Consumers Gas, supported municipal contributions when a project presents local community benefits.

And my question is:  Is that something that Enbridge Gas Inc. would support today?

MR. KEIZER:  Sorry to interrupt again, Mr. Mondrow, but I think you are asking him to make corporate policy from the witness stand, based upon your question.  So...

MR. MONDROW:  Well, I am certainly asking whether Enbridge would support community contributions from communities that benefit from projects, today.  Absolutely, I am asking about that policy.  I don't see why that's untoward.

MR. KEIZER:  Well, he may not have the authority to make corporate policy.  He is here to testify on the factual basis of the application before the Board.

MR. MacPHERSON:  I mean, I can make this comment:  In community expansion projects, all the costs of the project are borne by those communities.  To some extent, in Phase 1, communities made contributions and the government has made contributions through funding and, ultimately, customers in those areas pay standalone rates through a system expansion surcharge.  So I am not sure I follow what you are saying.

Back at the time that some of this was applied in the mid-1990s in some community expansion areas, there was special application of something called the periodic contribution charge, which was a monthly charge applied to customer bills, I believe it was $15, whereby they contributed to the economics of the project.

MR. MONDROW:  It seems to me, Mr. MacPherson, that part of the things -- part of the thing that you and I are struggling with, and perhaps Mr. Keizer, as well, is this decision was made in the context of community expansion.  We talked about that at the beginning.  And yet, now, it is being applied in a bunch of different contexts, to the best of your ability.  But it's not entirely black and white.  Is that a fair conclusion?

MR. MacPHERSON:  I don't think anything is black and white.  And as I have already discussed, we apply these guidelines and policies and practice and decisions of the Board as best we can, and then base that on -- ultimately on the decisions of the Board in -- through different cases, and that evolves over time.

But I believe that the application of EBO 134 has been consistently applied by Enbridge and by the Board.

MR. MONDROW:  Well, we will come to that, too.  But just, and my last question for today, Mr. Chair -- I am aware of the time.

So let's go to that paragraph 7.10, Mr. MacPherson, in EBO 134, which is page 14 of my compendium at the bottom, thank you, Brittany.  It says:
Another alternative discussed by consumers would be to recovery some of the cost from the local community benefiting from the project.  This could be accomplished through a municipal contribution in aid of construction, or in the form of a time‑limited surcharge on the rates charged to gas customers within the municipality."

And Mr. MacPherson, I think what you have just told me is that has been appropriate in some instances, and may be appropriate in some instances going forward?

MR. MacPHERSON:  So your question, as I have stated, like, in -- I can give you the history on this, like different applications way in the past, into the 1990s, before 1998, how that was done.  And today, the Board through its generic community expansion hearing and process has approved the application of standalone rates.

Beyond that, I am not sure if I am answering the question through --


MR. MONDROW:  Well, so I think what you are saying is that would no longer be appropriate?

MR. MacPHERSON:  What would no longer be appropriate?  The standalone --


MR. MONDROW:  Having benefitting communities contribute by way of a CIAC to the construction costs of the project.  In your view, that would not be appropriate?

MR. MacPHERSON:  They effectively do.  A CIAC is effectively a financial contribution.  The nature of it is whether it is a fixed monthly charge.  It comes down to a series of cash flows that is assigned to those customers in the period --


MR. MONDROW:  I appreciate that.

MR. MacPHERSON:  -- or a variable standalone rate, such as an SES.

MR. MONDROW:  Right, I appreciate that.  We are reading from EBO 134 --


MR. MacPHERSON:  I didn't say that --


MR. MONDROW:  -- which you applied a transmission project since EBO 188 came out.  At the time of EBO 134, Enbridge Gas said community contributions may be appropriate.  I am asking you whether, today, Enbridge Gas is of the view that in certain circumstances community contributions to transmission project costs may be appropriate.

MR. MacPHERSON:  And I think I have answered that.  In some particular cases it is applicable.  This clause, 7.10 refers to new areas served by the gas system.  And I think I've given the other examples that are very particular about directly connecting customers, for example.

MR. MONDROW:  Okay.  But actually this clause -- well, that's fine.  Let's leave it at that.  Thank you, Mr. Chair.

MR. MORAN:  Thank you, Mr. Mondrow.
Preliminary Matters:


MR. ELSON:  Mr. Moran, if I could interrupt quickly, and my apologies, Mr. Chair.  We're going to have questions on IRP, and I just noticed that Posterity doesn't appear to be part of the witness panel.  I wasn't aware of that.  They were part of the witness panel at the technical conference.  So, I just wanted to put on the record that we will have questions about the Posterity report.  Maybe they're online, I'm not quite sure, but I just wanted to make that clear on the record that we will have some questions about that.  Thank you.

MR. MORAN:  Thank you, Mr. Elson.  So, with that I think we are going to adjourn.  Mr. Keizer, did you want to respond in any way?

MR. KEIZER:  Well, it wasn't our intention to present Posterity.  We had provided the list of witnesses for Enbridge some time ago.  When no one raised that issue, it was, you know, a surprise to us that someone is actually seeking to ask questions of Posterity.

MR. ELSON:  Mr. Chair, we have questions for Posterity.  I may have missed an e-mail.  I don't even know if I did.  There's a lot of late-breaking news in this proceeding, so I will have to speak to Mr. Keizer, but I would have expected that someone on the panel would have been able to respond to a key piece of evidence, which is IRP.  

I will have to leave it there.  I don't mean to take up any more time.  Thank you, Mr. Chair.

MR. MORAN:  That's fair.  I encourage dialogue off the record.

MR. QUINN:  Mr. Moran, this is Dwayne Quinn.  Sorry, I just wanted to ask, because obviously things have evolved, and we appreciate everybody is being flexible and accommodating, but by my estimation we are not quite two hours ahead of time, based on people's estimates, and where we are at right now.  We had estimated more time when we learned of the time we were afforded.  We refined things over the weekend.  Now I find myself in the position of saying, well, how much time might be available?


And I extend that, obviously, to Mr. Moran and others, could the Panel provide us any guidance as to whether, if additional time is needed, it will be available to us tomorrow?

MR. MORAN:  Let's see how it plays out, Mr. Quinn.  As you say, we are a bit ahead of schedule right now, and there may be some flexibility as we continue to stay ahead of schedule.  So let's see how it goes.

MR. QUINN:  Okay.  Thank you, sir, I just, I wanted to do some further refining with what came up today and I just wanted to make sure I am respectful of your expectations, thank you.

MR. MORAN:  No, it's a fair question, Mr. Quinn.  Thank you for that.  

Mr. Buonaguro, you have a question?

MR. BUONAGURO:  Thank you, just scheduling.  While it is true that we are ahead of the schedule that was distributed, we were behind the schedule that was distributed because we had examination crossing over into Thursday, when we were told it was going to be done Wednesday.  


I have my witnesses up Wednesday afternoon, so my current expectation is that we are still trying to finish on Wednesday afternoon.

MR. MORAN:  We are absolutely trying to finish by the end of Wednesday.  My understanding is that there are several people who aren't available in any event on Thursday, so if we did need more time we would have to figure out how to schedule it.  But the objective is to finish by the end of Wednesday if possible, yes.  

Okay, thank you.  So, with that let's adjourn until 9:30 tomorrow morning.
--- Whereupon the hearing adjourned at 4:34 p.m.
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