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Monday, July 22, 2024
--- On commencing at 9:29 a.m.


MR. RICHLER:  Welcome to the technical conference for EB-2024-0111, which is Phase 2 of Enbridge Gas Inc.'s rebasing application under section 36 of the Ontario Energy Board Act, 1998.

My name is Ian Richler and I am counsel with the OEB.  I am joined by Khalil Viraney the case manager for this application.  Fiona O'Connell from the accounting group, Michael Parkes from our applications policy and conservation group and there may be others from OEB Staff who participate from time to time.

As the first order of business Ms. Ing is going to recite the land acknowledgment.
Land Acknowledgement


MS. ING:  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 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. Thanks.
Preliminary Matters


MR. RICHLER:  Thank you.  A few quick administrative matters before we get started.  First, this technical conference is being transcribed and the transcription will form part of the record of the proceeding.  For the benefit of the reporter we are recording today's session, but that recording will not be posted on our website.  Also, the technical conference will be  live-streamed on YouTube so just be mindful to mute your microphone when not speaking.  Finally you will see that some extra time has been added to the technical conference.  We can go until Thursday, if necessary, but the schedule will still be tight so I would ask everyone to stick to their allotted time budget and make every effort to coordinate with others to ensure that we can get through this by Thursday.
Appearances


We can now proceed with appearances, starting with intervenors.  When I'm call on you please state for the record your name and who you represent.  After that, I will ask the Applicant's counsel to introduce himself and his colleagues and the first witness panel.  So, let's start in the front of the room, Mr. Rubenstein.

MR. RUBENSTEIN:  Good morning, Mark Rubenstein, counsel for the School Energy Coalition.

MR. RICHLER:  Other intervenors in the room?  No, okay, let's go online.  And I'm just going to -- I'm just going to go through it based on the order of people showing up on my screen.  So, starting with Jay Shepherd.

MR. SHEPHERD:  Jay Shepherd, counsel for HRAI.

MR. RICHLER:  Thank you.  Julie Girvan.

MS. GIRVAN:  Julie Girvan, consultant to the Consumers Council of Canada.

MR. RICHLER:  Nick Daube.

MR. DAUBE:  Nick Daube here for Three Fires Group and Minogi Corp.

MR. RICHLER:  Kent Elson.

MR. ELSON:  Good morning, Kent Elson, counsel for Environmental Defence, and today I'll also be asking questions on behalf of the Green Energy Coalition.

MR. RICHLER:  Randy Aiken.

MR. AIKEN:  Good morning, Randy Aiken, consultant to the London Property Management Association.

MR. RICHLER:  Gillian Henderson.

MS. HENDERSON:  Gillian Henderson representing BOMA.

MR. RICHLER:  Colm Boyle.

MR. BOYLE:  Colm Boyle, representing APPrO.

MR. RICHLER:  Mike McLeod.

MR. McLEOD:  Mike McLeod for the Quinte Manufacturers Association.

MR. RICHLER:  Michael Brophy.

MR. BROPHY:  Good morning, Michael Brophy on behalf of Pollution Probe.

MR. RICHLER:  Tom Ladanyi.

MR. LADANYI:  Good morning, Tom Ladanyi.  I am consultant representing Energy Probe.

MR. RICHLER:  Mark Garner.

MR. GARNER:  Mark Garner, consultant representing VECC.

MR. RICHLER:  Jaya Chatterjee.

MS. CHATTERJEEE:  Good morning, Jaya Chatterjee, City of Kitchener, Kitchener Utilities.

MR. RICHLER:  Albin Antony.

MS. ANTONY:  Good morning, Albin Antony, on behalf of TransCanada Pipelines Limited.

MR. RICHLER:  Okay.  I don't see anyone else left on my screen.  If I've missed -- Oh, Scott Pollock.

MR. POLLOCK:  Good morning everyone, Scott Pollock, counsel for Canadian Manufacturers & Exporters.

MR. RICHLER:  Terrific.  Dwayne Quinn.

MR. QUINN:  Good morning, Ian.  Dwayne Quinn on behalf of FRPO.

MR. RICHLER:  Linda Wainewright.

MS. WAINEWRIGHT:  Linda Wainewright on behalf of Six Nations Natural Gas.

MR. RICHLER:  And Khaled, sorry, I can't see your full name on the screen.  I apologize for that.

MR. ABU-ESEIFAN:  I am Khaled Abu-Eseifan.  I'm with Kitchener Utilities as well.

MR. RICHLER:  Have I missed any of the intervenors?

MS. GIRVAN:  Hi, sorry, it's Julie Girvan here.  I just wanted to say that I am representing CCC, but Lawrie Gluck will also be representing CCC so we'll be taking different panels, thanks.

MR. RICHLER:  Okay, thanks Julie.  Okay.  Terrific.  Mr. Stevens, over to you.  Could I please ask you to introduce yourself and the Enbridge Gas team, and your first witness panel.

MR. STEVENS:  Thank you, Ian, good morning everybody.  My name is David Stevens.  I am counsel with Enbridge Gas for this  proceeding.  With me today are Vanessa Innis and Joel Denomy from the Enbridge regulatory group.  Also with me, I'm putting in appearances from for Henry Wren and Patrick Copeland as counsel for Enbridge.

And with that I'm happy to introduce panel 1 for Enbridge.  They'll be speaking to the incentive rate mechanism, asset life extension and system pruning, and energy comparison information.

We have a large panel.  We're trying to be efficient by combining things together but it ends up lots of witnesses, so hopefully folks can bear with us as we make our way through.

So, starting in the front row on my left, is Nicole Fernandes.  Nicole is the manager -- asset management governance and risk.  Next we have Ryan Small, technical manager, regulatory accounting.  Then we have Tanya Ferguson vice-president finance and business partner, GDS.  Meetpal Chhina who is supervisor community expansion.  Then in the back row behind Nicole we have Ryan Werenich, manager integrity programs, pipelines and Jennifer Murphy manager carbon and energy transition plan planning.  Gilmer Bashualdo-Hilario, manager, demand forecasting and analysis.  And Priyanka Gupta, manager, marketing, customer insights and strategy.

The final member of our panel is Dr. Larry Kaufmann, who has filed a report from Black & Veatch.  Dr. Kaufmann is currently in the audience, as we understand that Environmental Defence don't have questions for him.  As we move forward today Dr. Kaufmann will sit in the seat where Mr. Chhina is sitting instead.
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MR. RICHLER:  Thank you, Mr. Stevens.  Looking at the schedule that was circulated by Ms. Ing, I see that first up is Environmental Defence and Green Energy Coalition.  Kent Elson, over to you please.

MR. STEVENS:  If I may, sorry, I did have one preliminary matter.

MR. RICHLER:  I'm sorry, please go ahead.

MR. STEVENS:  Thank you, in advance of today LPMA provided a number of questions in writing that they asked Enbridge Gas to answer in the most convenient way, whether it be through testimony or in writing.  Given the nature of the questions I think Enbridge Gas has determined that it is most efficient to answer LPMA's questions in writing.  The questions are included in a July 16, 2024 letter.  They are numbered TCQ LPMA 1 through 6.  And perhaps just for efficiency and also for the sake of being able to track things properly, we'd propose that the LPMA TCQ questions get marked as undertakings numbers 1 through 6.

MR. RICHLER:  Okay, let's do that.  So, that will be JT1.1 through JT1.6.  And those are the responses to the LPMA questions that have already been filed?

MR. STEVENS:  Correct.
UNDERTAKING JT1.1 TO JT1.6:  TO PROVIDE RESPONSES TO FILED LPMA TCQ 1 THROUGH 6.


MR. RICHLER:  Done.  Thank you.

MR. STEVENS:  Thank you.  Mr. Elson.

Examination by Mr. Elson


MR. ELSON:  Thank you.  Kent Elson for Environmental Defence.  I also had a preliminary issue, which is the status of our supplementary IR, ED-36.  I may have missed something, but I didn't seem to see it online.  Could someone speak to that and whether we would be getting an answer?  My recollection was that an answer was going to come before the technical conference.

MR. STEVENS:  Thank you, Kent.  It is David Stevens.  Enbridge filed a letter on Friday afternoon which attached some updated -- or interrogatory responses, as well as the answer to ED-63.  It may not have been uploaded to the OEB site yet, but it was sent out by email.

MR. ELSON:  All right.  Well, I'll take a look at that.  And I think those questions would be for panel 2 anyways, any follow-up questions.

MR. STEVENS:  I understand from Mr. Rubenstein, that we promised that this would be posted to the Enbridge Gas website.  And, of course, it will find its way to the OEB website.  But that may not have happened yet.  So we'll -- we'll look into that at the break and advise.

MR. ELSON:  Okay, thank you.  And if there are any follow-ups that I need to do, I will just pipe up.  Okay, thank you, panel.

I will start with IRM, because that was the first item listed on your subject areas.  And so these will be questions around 10.1.1.  And I'll start with questions further to ED-57, please.

And as that's getting pulled up, I can describe what I asked, which were some questions about how Enbridge earns a profit on rate-based connection costs, but not on contributions in aid of construction.

And we had asked some questions that relate to IRM and incentives for non-pipeline alternatives and performance metrics, and which really get down to our main issue when it comes to IRM, which is what we perceive to be too much of an incentive to grow rate base.  And so we had asked some questions around the treatment of contributions in aid of construction, and I believe Enbridge said we don't think that this is relevant.  And I think we just may be talking across each other.

And so what I'm really looking for here is an answer to this interrogatory.  And I think you thought we were asking Phase 1 questions and what we are indeed asking instead are Phase 2 questions, and particularly relating to this concept that there is too much of an incentive to increase rate base and whether, you know, there can be adjustments to address that, in particular in relation to connection costs and contributions in aid of construction.

We are not --


MR. STEVENS:  Kent.  Kent.

MR. ELSON:  Yes, go ahead.

MR. STEVENS:  Sorry to interrupt.  Just so that we're grounded in the right place, it looks like maybe it would be a different interrogatory than ED-57.

MR. ELSON:  No, it should be 58.

MR. STEVENS:  I'm sorry, okay.  I just want to make sure that the right questions are on the screen, as you are talking it though.

Sorry to interrupt.

MR. ELSON:  No, no, that's good.  Yes.  So, I mean, we're not presupposing what the answer to this would be.  But, I mean, one option under consideration would be that Enbridge be able to earn a return on contributions in aid of construction to make it indifferent between contributions in aid of construction and rate-base connection costs.

Really, what we're looking for is Enbridge to speak to the issue.

So I don't know if it's best for me to turn it over to you, David.  I don't know if you recall the answer to this question, but it's an area that's important to us, and one where we believe we need some more information from Enbridge.

MR. STEVENS:  Thank you, Kent.  Angela, could you please scroll down to the answers?  And scroll back up to the -- thank you.

MR. ELSON:  And I can say, David, that it would really be D, E and F that would be the key ones that you might want to look at.  But we would want answers to all those questions, because they are sort of leading up to D, E, and F.

MR. STEVENS:  Just one second, please.

MR. ELSON:  Okay.  And David, as you chat, I think there are two options.  One is that, you know, we could ask questions to the panel or if, with this additional information you believe it would be best if the panel takes it away and provides written answers to this interrogatory, that would be fine too.

MR. STEVENS:  Thank you, Kent.  I mean, Enbridge Gas can certainly take this away and reconsider the answer and, where available and appropriate, to provide some more information.

I will say as far as D, E and F go, these may not be things that Enbridge Gas has given any thought to or has any proposals for.  I mean, as I think we answered in response to some other questions, you know, of course Enbridge Gas will provide its perspective should a different proposal be put to Enbridge.  But Enbridge may not have its own proposals, which is effectively what's being asked here.  So I just want to give that as sort of a grounding or explanation for the answer you may see when we take this away and answer it, in writing.

MR. ELSON:  Okay.  Well, let's mark that as an undertaking and then I just have a follow-up question.

MR. STEVENS:  Okay.

MR. RICHLER:  That will be undertaking JT1.7.
UNDERTAKING JT1.7:  TO ANSWER ED-58 ON A BEST-EFFORTS BASIS.


MR. ELSON:  Okay.  And just for clarity, I guess, it's to answer ED-58 on a best-efforts basis.


MR. STEVENS:  That's fair.  Thank you.

MR. ELSON:  Thank you.  Now, in terms of ED-58, you know, I had this -- we had asked you for your thoughts as the best way to make Enbridge indifferent as between contributions in aid of construction and connection costs being put into rate base.

I don't think that we are asking Enbridge to change its -- well, we are not asking Enbridge to change its application and to put different proposals on the table.  What we are asking for is the regulatory team to go back and think about this, and to come back with comments on the different options, as opposed to a study or a proposal.

And so I'll just -- I'll leave that for you to consider, David, because the more I think we have in terms of Enbridge's thoughts on the question, the better.  Is that fair, David?


MR. STEVENS:  It's useful context, Kent.

I don't think it changes the content of what I was saying before, that there will be, I am quite certain, a discomfort on Enbridge's part to be seen to be, whether it's proposing or simply tabling a number of options.

Those will ultimately be taken to be Enbridge's put-out, there, and I don't know what Enbridge's comfort level will be on that approach.

MR. ELSON:  Okay.  Well, then my request would be to put as much information as possible on the record with as many caveats as are necessary so that you can maybe address those comfort issues.

One other piece I'll ask which is these are the kinds of questions that I would ask if I had an answer and was asking questions on it, would be, you know, when you're looking into this part of what Enbridge could be compensated for is executing connection through a contribution to native construction and/or actually providing some level of capital towards that that gets repaid by the customer, instead of getting repaid by the by rate base.

MR. STEVENS:  I will say, Kent, that from my perspective --


MR. ELSON:  Yes.

MR. STEVENS:  -- that really is re-litigating what bill 165 was addressing.  There will be another proceeding which is going to look at the -- whether an updated approach to con -- customer connections is appropriate.  But until that time Enbridge is not likely to be putting on the table a markedly different approach to customer connections.  I mean, if what you are talking about is the treatment of customer connections capital that is required under the current connections policy then I understand that.  If what you're saying is would Enbridge propose or pursue a different approach where it's obtaining more of the connection costs through a contribution, well I say that's not something that's in issue or proper to be discussed, I think, as part of Phase 2.

MR. ELSON:  No, I'm glad you said that, David, and I think that's hitting on the distinction that's important here.  We are not saying -- proposing a different (audio dropout) because we have been there in Phase 1.  What we are saying is look at options to make Enbridge indifferent between contributions in aid of construction or connection costs that are repaid through rate base and that can include some sort of, you know, margin on contributions in aid of construction or perhaps developers or  whomever is paying a contribution in aid of construction has the option of paying it off over time and there is a -- there is interest or profit earned on that.  I don't know.  But let me leave that with you but I can be clear that we are not suggesting that Enbridge go back and look at different revenue horizons or a different approach with respect to the issues in Phase 1.

MR. STEVENS:  Okay.  And I don't -- I  don't want to get us off on an argumentative tone.   But I do want --


MR. ELSON:  It's a good start, eh?

MR. STEVENS:  But I do want to point out, Kent,  that --


MR. ELSON:  Yeah.

MR. STEVENS:  -- I understand the premise here what would make Enbridge indifferent.

MR. ELSON:  Yes.

MR. STEVENS:  There is also the question of what would make the folks paying the contribution or not, indifferent.  And I think that is something that will be dealt with in the subsequent process but I'll leave it at that and we'll see whether there is a more complete answer that we can offer within those bounds.

MR. ELSON:  Okay, if I could turn to ED-61, please.  And this is a bit of a similar question in that we are asking for Enbridge's comments on possible proposals that would reduce the incentive to increase rate base.  And we had said please comment on the pros and cons of replacing a portion of Enbridge's return with a potential incentive payment via performance incentive mechanisms and Enbridge said, and I think fairly, well we can't comment on this abstract concept because it doesn't have enough  detail.  So, I'm going to ask for something -- a question with additional detail which is to say, let's say that there were to be a performance incentive mechanism where Enbridge would earn X amount of dollars if the additions over the rate base term are X percent less than were forecast, you know, can you comment on those, the pros and cons of that, the fairness of that?

MR. STEVENS:  So, to be clear, Kent, you're saying that the notion of a performance incentive mechanism is that Enbridge would obtain a defined monetary benefit for having capital additions below a target level?

MR. ELSON:  Correct.

MR. STEVENS:  Is that something, Ryan and Tanya that you have any thoughts or comments about?

MR. SMALL:  Yes.  Ryan Small, sorry.  Pardon me.  So I think our initial thoughts are if we're talking about incentive that would be tied to spending lower capital than a forecast, I think our primary concern is we're not sure that that's necessarily incenting appropriate behavior.  I don't know, maybe I didn't word that correctly, but we're spending capital that needs to be spent and we're trying to -- you know, we're talking about ALEs on this panel and, you know, we're not spending capital for the sake of spending capital.  So, to the extent that actuals were to come in lower, we're not sure that, you know, that, might be more circumstances to how things shape out in the asset management plan and we're just not certain how that would work necessarily.

MR. ELSON:  Well, perhaps I could -- in that the metric that would be encouraging Enbridge to spend where you truly need to spend would be the reliability metrics, I guess you could say.  And the -- this would be in addition to that which would be not only in incenting to not do a project that isn't necessary but to spend the least amount building your pipelines as possible and reducing costs where you can from a capital perspective which doesn't always mean not doing a project.  It may mean just doing the same projects cheaper.

I'm happy for you to take it away and to comment on it, rather than just have it be something that you are thinking about on-the-fly.  And really it was focused more so not just reducing capital but reducing rate base compared to where it's forecast to be at the end of this rate term.

MR. STEVENS:  Thank you, Kent.  I think where we end up is effectively what's included in our response, which is Enbridge can provide its perspective on a particular proposal which is put forward with details.  But in the abstract it is hard to provide a useful or comprehensive response, so I'm not sure that we'll have anything to add by taking this away.

MR. ELSON:  I saw you looking at your panel there.  I don't know if they have anything to add.  What I'm saying, David, is our question was very broad and I am asking you something more specific with, to me, enough detail to provide high-level comments and that would be a percentage reduction in rate base compared to what you're forecasting right now by the end of the term resulting in an incentive payment to Enbridge.  Is that something you can take away and comment on from a high-level perspective?

MR. STEVENS:  We can provide an undertaking and take this away, Kent.

I can't promise you whether there will be any great additional amount of detail, but we will certainly take it away and talk about it.

MR. ELSON:  Thank you, David.

MR. RICHLER:  We will call that JT1.8.
UNDERTAKING JT1.8:  TO PROVIDE ADDITIONAL COMMENTS ON A PERFORMANCE INCENTIVE MECHANISM UNDER WHICH ENBRIDGE WOULD OBTAIN A DEFINED MONETARY BENEFIT FOR HAVING CAPITAL ADDITIONS BELOW A TARGET LEVEL.


MR. ELSON:  And I'd like to turn to IRP incentives, which to me would be under issue 7, which are incentives to pursue alternatives other than infrastructure.

And my understanding is that Enbridge is not proposing a specific structure for IRPA incentives at the moment, but would be proposing it in its next IRPA application.

Can you let me know the timing of that, whether there are any options under consideration for IRPA incentives, such as shared savings and so on and so forth?

MS. FERGUSON:  Yes, that's correct.  In this proceeding, we have not addressed IRP-related incentives.  There has been some discussion with the technical working group and there is a response at I.1.17-Staff 17 -- I believe it's part (b) -- where we talk about that.

So we have discussed with the technical working group incentives.  And the intention at this point is that we would be filing our incentive proposal when we file our first non-pilot IRP plan. And that is Jennifer Murphy.

MR. STEVENS:  Yes, it was.  If I may, I am just going to interrupt for one moment, Kent.  Given that we have such a large witness panel, it would be terrific if each time you speak you can introduce yourself, first.  Thank you.

MR. ELSON:  Ms. Murphy, that's helpful.  And from Environmental Defence's perspective, it is better if Enbridge knows what the incentives are now, rather than have that be up in the air.  So I expect one thing you will hear from us is, you know, more on that, let's say.

And so we are interested in exploring in more detail what Enbridge is considering.  And so can you tell me when do you expect to have your next IRPA application filed, and how far along are you in considering what the incentive options would be at that time?

MS. MURPHY:  It is Jennifer Murphy.  At this point in time, we don't have a set date as to when we would be coming forward with our first non-pilot IRP plan application.

There had been some intention of filing it this year, and there was a specific project we were working towards.  However, the need for that project has dropped off, so we are just re-evaluating at this point our intentions, and looking to see what would come up next.  So we don't have a specific timeline.

I would expect it could be possible this year, but likely into 2025.

MR. ELSON:  Okay.

MS. MURPHY:  And with respect to the incentives, we did have some conversations, as I mentioned, and as are discussed in Staff 17(b), at the tail end of last year.  And we are just working towards, I think, finalizing the incentive proposal, going back to talk with the technical working group.

So I don't have timelines for when that will come back up at the technical working group, but I would expect that would be at some point this year.

MR. ELSON:  What are you leaning towards?

MS. MURPHY:  I can't speak to that.  I've just recently taken over being the manager for the IRP department, and have been very busy trying to get our pilots re-filed, our annual report, preparing for this panel, for the pruning discussion.  So it's not something that I am able to speak to.

MR. ELSON:  Okay.  Could you undertake to let us know what you are leaning towards and, you know, file any draft option considerations that you have available at this time?

MR. STEVENS:  It's David Stevens speaking.  Are there any draft options available to share, Jennifer?

MS. MURPHY:  I think whatever was discussed would be on the OEB's website.  And I am just not familiar with that, David.

MR. STEVENS:  We can certainly -- if you like, Kent, we can file a copy on to the record of this proceeding of whatever record there is from the IRP technical working group discussions on this topic.

In terms of timing, given that Ms. Murphy is the manager of this, I am not sure that taking this away is going to give any more information on timing than what Jennifer Murphy can tell us right now.

MR. ELSON:  No, and I don't have -- my question wasn't for more detail on timing.  And it sounds like Ms. Murphy doesn't have the information at her fingertips.  And what we were looking at is what Enbridge is leaning towards and whether there are documents outlining the options, even, at a draft form.  And I'm talking more about something internal to Enbridge as opposed to the materials of the technical working group.

And so what I would propose for the sake of moving on is that Enbridge take that away on a best-efforts basis, because I understand Ms. Murphy is not sure what is available or what we have right now.  And if you can file those materials and let us know what the team has been leaning for, that would be useful.  And, if not, then you can explain in the undertaking response why that's not possible.

MR. STEVENS:  And I will leave it to Ms. Murphy to expand on this, but I would have thought that Enbridge would prefer not to pre-empt the technical working group by getting ahead of things that are going to be discussed with that group in this process.

MS. MURPHY:  Yes, I agree with that, David.

I think that to the extent that we've considered options, they would be in the presentations that we've had to the technical working group.  And, as noted in response to Staff 17(b), all of that information is available on the OEB IRP website.

MR. ELSON:  Yeah.  I'm just looking for something more recent than 2023, and something that you may have done.

If you come back and say "Look, there's nothing more recent," then that's fine.  And, you know, we will just proceed accordingly.  But I don't see this as pre-empting the technical working group.  You are letting us know what is Enbridge's current consideration.

You said that you are finalizing something right now.  It would be helpful to have that because one of the topics in this proceeding is this very question, you know, how those incentives should be set out.

We don't agree that we should wait until the first IRPA.  We think that should happen in this proceeding now.  And so whatever you can provide in terms of the document that you are finalizing, I don't think the fact that the technical working group is going to look at it at some point in the future is a reason to make it irrelevant.  And so we would appreciate having a copy, if you can, on a best-efforts basis.

MR. STEVENS:  Thank you, Kent.  On a best-efforts basis, Enbridge Gas is prepared to provide a copy of any proposal or work towards a proposal that has reached a stage where it would be comfortable sharing it with the technical working group, I mean, recognizing that we're getting ahead of that by sharing it in this process.  We are not proposing that we would share something that is still in a discussion phase within the company.  But if it has advanced beyond that, then we will share it in response to the undertaking.

MR. ELSON:  I think I will have to take that.  So thank you, David.

MR. RICHLER:  That will be JT1.9.
UNDERTAKING JT1.9:  ON A BEST-EFFORTS BASIS, TO PROVIDE A COPY OF ANY PROPOSAL OR WORK TOWARDS A PROPOSAL THAT HAS REACHED A STAGE WHERE ENBRIDGE WOULD BE COMFORTABLE SHARING IT WITH THE TECHNICAL WORKING GROUP.

MR. ELSON:  Thank you.  I just want to go back --


MR. BROPHY:  Mr. Elson, it is Michael Brophy.  Can I just ask a very quick clarification, just before you move off that, for a second?

MR. ELSON:  It is fine with me, Mr. Brophy.

MR. BROPHY:  Thank you.  I just wanted to clarify.  I think Enbridge's panel indicated that they would be looking to file the IRP incentive proposal with their first non-pilot IRP project.  But I understand that Enbridge has done what they are calling their first non-IRP project that they have -- actually, I think even completed it and filed to have it approved by the OEB in their annual account clearance.  So I just wanted to clarify that you are saying that there is one non-pilot project THAT you've done; it is just, I think because it's below the threshold of what you required OEB approval for before you proceeded, you are not planning to apply an incentive to that one.  So maybe you can just comment on that.

MR. STEVENS:  Thanks, Mike.  It is David Stevens.  I think what Enbridge was articulating within the materials filed and the deferrals case is that there was an IRP initiative that has been completed and implemented.  It was below a threshold so there was no IRP application.  The first IRP applications that are actually before the Board are what has now become one IRP pilot application for south Lake Huron.  It will be in the first non-pilot application subsequent to that where Enbridge is considering describing and applying for approval of an incentive approach.

MR. BROPHY:  Can we just get Ms. Murphy to confirm that what you said, David, sounds correct to Enbridge?

MS. MURPHY:  Jennifer Murphy.  Yes, I agree with what Mr. Stevens just stated.

MR. BROPHY:  Okay.  Thank you very much.

MR. ELSON:  Okay, thank you.  One more question on the topic of IRM before I move on.  We had asked an interrogatory and I'm afraid I don't have the number at my fingertips about totax and the response from Enbridge is, well, we haven't looked into totax.  Now, I think what you were saying is that you haven't conducted a, you know, a formal study of totax as an alternative way of -- or alternative IRM.  Have anyone on the panel looked into it not as part of a formal study but as part of the preparation of this application and whether totax would be something that you might want to consider now or in the future?

MS. FERGUSON:  Tanya Ferguson.  I would say about four years ago, four or five years ago, we had a jurisdictional scan around different IRM mechanisms and totax was part of that.

Other than that, a quick cursory overview of what totax was, that's all we've really done at this stage.

MR. ELSON:  Got it.  So, you are saying as part of that jurisdictional scan, it was just looking at what totax was as opposed to whether to possibly apply it to Enbridge?

MS. FERGUSON:  Exactly.  It was just getting an understanding of what was out there but we did not take it any further than that.

MR. ELSON:  Okay.  Can you file that on the record, please, or tell me where I can find it in a different proceeding?

MR. STEVENS:  I don't think it's been filed, Kent.  And I'm not sure it's relevant either to Enbridge's proposal in this case.  It was just some prework that was done several years ago.

MR. ELSON:  You know, David, I had the same thought.  It may not be relevant but it may be relevant and but it is hard to know without looking at it.  To me a jurisdictional scan of incentive rate mechanisms could be helpful.  And so that is why I was proposing --


MR. RICHLER:  Sorry, Kent.  Sorry, Kent, it's Ian, sorry.  You were just -- your sound was just breaking up a little bit so I'm going to ask you to just repeat the -- repeat what you just said.

MR. ELSON:  Okay.  I was saying that it's hard to know whether it's relevant without looking at the document but it seems to me that a jurisdictional scan of incentive rate making mechanisms would be relevant to, or at least potentially relevant, to the IRM issues in these proceedings.

MR. STEVENS:  I will say, Kent, I have not seen or reviewed the document so I propose to take your question under advisement, again, not knowing if there's any relevance at all to the document.

MR. RICHLER:  Should we mark that as JT1.1, taken under advisement to look at this jurisdictional scan and produce it if Enbridge Gas is willing to?

MR. STEVENS:  Sorry, 1.10?

MR. RICHLER:  Yes.

MR. STEVENS:  That's fine.
UNDERTAKING JT1.10:  TO REVIEW THE JURISDICTIONAL SCAN, AND FILE. (UNDER ADVISEMENT)


MR. ELSON:  Okay, thank you.  I'll turn on to asset life extension and system pruning.  I will be asking particularly about system pruning.  I have a question further to ED-31.   And in ED-31 we were asking about a scenario where there is a significant capital project that would be necessary for a pipe that's serving a small amount of customers.  We just said 20 customers, and I have some further questions relating to that scenario.

Let's just say that all the customers were happy to switch off of the gas system when provided with incentives and that would save a considerable amount for ratepayers generally.  Of course this is a scenario -- I'm not saying that it is always going to be the case, but just for the sake of exploring this question, let's say that there were to be a holdout, let's -- or someone who didn't want to switch.  Would Enbridge be allowed to do costs -- to charge that customer an additional or higher rate, based on the concept of cost causality because that person is, on their own, necessitating a significant capital project?

MR. STEVENS:  Thanks for the question, Kent.  I don't know if there is anybody on this panel who can speak to rate design.  I mean, that strikes me as -- I mean, potentially it's a legal question, but I imagine you are asking if as a rate design question instead.  And so, I don't know whether there is anybody on this panel who can speak to that.  I mean, I could give my impressions, but you are probably not that interested in my impressions.

Is there anybody on the panel who can speak to the question from a rates perspective?

MR. SMALL:  No, I don't -- sorry, Ryan Small.  No, I don't think there's anyone on the panel that can speak to that question.  Although I think in general we have postage stamp rates, so I'm not sure how that would work, but again I'm not a rate design expert, so.

MR. ELSON:  Mr. Stevens, should I ask this to a different panel or is it better to take it away as an undertaking?  And if it is then I'll rephrase it.

MR. STEVENS:  I think it's probably more efficient to take it away in writing, Kent, rather than trying to squeeze it into a panel where we have a rate design person.

MR. ELSON:  Okay.  Well then that would be appreciated and I will also add that we're looking to know whether it would be possible to charge a higher rate to the customer who does not want to switch due to cost causality, and if that's not possible, what changes to your rate schedules or otherwise would be necessary to make that possible?

MR. STEVENS:  Right.  So, to be clear, the question is, if in an otherwise economic system pruning project, there is one holdout, is it possible to charge that holdout a higher rate because of the costs that belong to that customer to serve them, once everybody else has exited?  And if it's not possible, what changes would need to be made to rate schedules or surrounding rules?

MR. ELSON:  Yes.

MR. STEVENS:  Thank you.

MR. RICHLER:  That's JT1.11.
UNDERTAKING JT1.11:  TO COMMENT ON THE SCENARIO THAT IN AN OTHERWISE ECONOMIC SYSTEM PRUNING PROJECT WITH ONE HOLDOUT CUSTOMER, WHETHER IT WOULD BE POSSIBLE TO CHARGE THAT HOLDOUT A HIGHER RATE BECAUSE OF THE COSTS THAT BELONG TO THAT CUSTOMER TO SERVE THEM, ONCE EVERYBODY ELSE HAS EXITED; AND IF IT'S NOT POSSIBLE, WHAT CHANGES WOULD NEED TO BE MADE TO RATE SCHEDULES OR SURROUNDING RULES.


MR. ELSON:  You described is it much better than I did, Mr. Stevens, thank you.  The questions further to ED-36.  In ED-36 when we were asking questions about the staff available to explore IRP alternatives, also known as non-pipe solutions, and the gist of the answer is that after the recent restructuring there are two less full-time equivalents in the IRP area.

And so my question is how can we expect less Staff to take on more work if they will also be developing a proposal for how to deal with system pruning?

MS. MURPHY:  Jennifer Murphy:  So I think that's a good question.  But the Staff that have changed, if you look at in the response, table 1 and compare it to table 2, there's a change in some cases in titles or accountabilities.  So the Staff that are on the core IRP team in energy transition, the number of folks that we have in our engineering department, for example, that do some of the analysis, that hasn't changed.

So where we have reduced the number of Staff that are working on IRP is in areas where we didn't find we needed the number of Staff that we had.

For example, I believe we had two regulatory folks previously.  We haven't had a flurry of IRP applications going in right now, so it's been reduced to one.  But the number of Staff that's actually looking at IRP alternatives in doing that analysis, that has not changed.

MR. ELSON:  Thank you, Ms. Murphy.  That does sound like maybe it will end up more work for you.  But I will put that aside for the moment.

And I would just ask this follow-up question:  If your core team of IRP Staff, including your engineering Staff, are staying the same, how do you expect them to not only undertake the review of projects as was part of their previous job descriptions, but now also develop an entirely new system-pruning proposal?

MS. MURPHY:  Jennifer Murray:  I think at this point in time we are anticipating that we can use the existing FTEs.  However, as we get into pruning, you know, we might find there is need for additional resources.

So, at this point, we are managing okay and have a very busy team.  But noting that, you know, we do have some mechanisms to recover through deferral accounts such as, you know, for the pilot.  If we need to have additional resources related to our pilot project, we can use our deferral account mechanism there.

And possibly in the future we would then see, if we are putting forward a pruning pilot, something similar.

And my understanding is that the Board asked you to look into system pruning.  And what you come back to the Board with is saying, in essence, we are going to develop some proposals and pass them by the technical working group.  And so, having an actual framework for system pruning will not come for some time and is not before the Board today.

When would that framework for how you will explore system pruning be ready?

MS. MURPHY:  Jennifer Murray:  I would just comment, I guess, on your characterization.  I don't think we intend to just develop some proposals and run them by the technical working group.  But we are hoping to work with the technical working group and really looking for their expertise and their suggestions around pruning.

We have some folks that might have resources in their companies who have worked in other jurisdictions that are already looking at pruning, for example, so not planning to just do all the work ourselves, but hoping to rely on our experts in the technical working group.

We have not yet developed a project plan or, like, a schedule of what this will look like.  So I can't comment on the timing at this point in time.  But I think that is something that, as we head into the later part of this year, we will definitely be starting to work on with the technical working group.

And potentially, you know, will it take a year or two?  I don't know.  We haven't put together a schedule, but it will take some time to have appropriate consultations and conversations with the technical working group and other stakeholders.

MR. ELSON:  So a framework for system pruning may not be ready until 2025, 2026 or maybe even 2027.

MS. MURPHY:  Jennifer Murray:  I would say definitely not 2024, because obviously not a lot of months left in the year to get that done.  But, yeah, I would hope 2025 or 2026, hopefully not running into 2027.  But we just don't have that schedule yet, so I can't say for sure.

MR. ELSON:  And then you are going to develop a framework first, and then a pilot.  And so the pilot might be in 2025-2026, maybe 2027-2028?

MS. MURPHY:  Jennifer Murphy:  I think at this point, we've said, you know, to the extent that a pilot can be identified.  So I am not able to state with a hundred percent certainty that we will file a pilot.  But if we do find that there could be a technically and economically feasible project, then we would look at filing a pilot.

And again, the timing of that's not been determined, but I would hope that it wouldn't be on the tail end of your years you've stated.  But we just don't have that confirmed yet.

MR. ELSON:  Okay, I'll move on.  Thank you, Ms. Murphy.  I have some questions about 1.16.1, in particular ED-16.  And this -- these are promotional materials that went out to customers.  And some of them talk about how switching to natural gas for more affordable, reliable home heating will also reduce your home's greenhouse gas emissions, or example, ED-16, attachment 1, page 9.

And so my question is if you could provide a table comparing the life cycle emissions of natural gas, propane, oil, baseboards and heat pumps.  And if with baseboard and heat pumps are too complicated to do in the available time, we would ask for just a comparison between natural gas, oil and propane life-cycle basis, GHG emissions.

MR. STEVENS:  Sorry, Kent, you went through the preamble quite quickly.  You were premising your request on a particular piece of promotional materials, I believe.  Is it the one that's in front of us?

MR. ELSON:  Yes, it does.

And it says:
"Switch to natural gas for more affordable, reliable home heating.  Plus, do your part to reduce your home's greenhouse gas emissions."

And it is that latter part where we are asking Enbridge to provide a comparison of home heating with natural gas versus propane, oil and baseboards, on a life-cycle basis, GHG emissions.  Could you undertake to do that, please?

MR. STEVENS:  One moment, please.  And thank you.

Jennifer, can you give us some sense of the time and work associated with this request and whether it is something that can be accommodated?

MS. MURPHY:  Yes.  Jennifer Murphy:  So I think just, I need to unpack the request a little bit.

We have stated in our evidence the purpose of this cost comparison information and when we make marketing claims on it is really looking at the types of heating systems or fuels that customers are coming off of.

So, to that end, our analysis doesn't normally consider heat pumps.  And it would be complicated to layer that in.  But if you were looking specifically for natural gas compared to home heating oil and propane, typically when we make these claims it is related to the emissions at the burner tip, not life cycle.  I could very easily prepare an undertaking with the emission savings at the burner tip.  If you are looking for life cycle I would have to confirm what information I have for that.

MR. ELSON:  Okay.  Well I think what I asked for are the emissions comparing natural gas to propane, oil and baseboards.  We would like it on a life-cycle basis, but I'm fine if you exclude heat pumps because they are more complicated and I think there is already some evidence on the record in that respect, and I'm fine, if on the question of life cycle, you take that away on a best-efforts basis although I will say that it's critical for it to be helpful to us because there are significant differences in the life-cycle impacts of those different resources.

MR. STEVENS:  Thank you, Kent.  So, for the undertaking Enbridge Gas will advise as to the difference in burner-tip emissions as between natural gas, propane, oil heating and electric baseboard heating and will make inquiries as to the level of effort and ability for us to provide the information on a life-cycle basis, if that's reasonably available to us.

MR. ELSON:  Thank you, you'll make inquiries and if it is reasonably available then you will provide that information, right?

MR. STEVENS:  Correct.

MR. ELSON:  Thank you.

MR. RICHLER:  JT1.12.
UNDERTAKING JT1.12:  TO ADVISE AS TO THE DIFFERENCE IN BURNER-TIP EMISSIONS AS BETWEEN NATURAL GAS, PROPANE, OIL HEATING AND ELECTRIC BASEBOARD HEATING; AND TO MAKE INQUIRIES AS TO THE LEVEL OF EFFORT AND ABILITY TO PROVIDE THE INFORMATION ON A LIFE-CYCLE BASIS, IF THAT'S REASONABLY AVAILABLE.


MR. ELSON:  Thank you.  If I could turn to ED-18.  We had asked a question further to some of this customer information and there was a portion in the Enbridge evidence, I think up on  the screen may not be the interrogatory that -- I'm looking at ED-18.  Yes, no, that's right.  Yes.  I'm like looking at the top where the question refers to Enbridge saying that materials were used to support stakeholder briefings, OEB, government, HVAC industry, and then there's an attachment with a set of materials.  And I can't tell which materials are going to different communities and which materials are going into stakeholder briefing, so on and so forth.

So, on a best-efforts basis, and I say best efforts because I think you'll have to check with your customer relations team, can you provide a table for the materials and the attachments showing which ones were used for which purposes?  So which of our materials that are going directly to customers and which are the ones that are going to third-party stakeholders?


MR. STEVENS:  Thank you, Kent.  Just to be clear, the answer seems to break that down to some degree by saying attachment 1 are communications sent to communities, attachment 2 are communications sent to contractors and attachment 3 is information sent to government.  Is there a further level of detail that's important to you?

MR. ELSON:  My understanding -- it wasn't clear to me which ones were going to government and OEB.  There's a particular presentation that is going to the government, but it wasn't clear to me that that was inclusive of everything and I don't believe the breakdown was as detailed as in your evidence.  So, if there's no more information, that's fine, but just clarity that we have all of the communications to the different stakeholder groups and, you know, a full break down into OEB, government, HVAC industry.

MR. STEVENS:  We can certainly take away by way of undertaking to advise whether we have any more information to share as to which of the documents and materials included in the attachments to ED-18 went to various groups of stakeholders, including, if possible, breaking out what went to government and OEB.

MR. ELSON:  Thank you.

MR. RICHLER:  JT1.13.
UNDERTAKING JT1.13:  TO EXPAND ON EB-18 TO ADVISE WHETHER EGI HAS MORE INFORMATION TO SHARE AS TO WHICH OF THE DOCUMENTS AND MATERIALS INCLUDED IN THE ATTACHMENTS TO ED-18 WENT TO VARIOUS GROUPS OF STAKEHOLDERS, INCLUDING, IF POSSIBLE, BREAKING OUT WHAT WENT TO GOVERNMENT AND OEB.

MR. ELSON:  Correct.  And, I mean, part of the issue there, David, is we'd asked for the 10 most recent and some of them are just giving us the most recent, so there may be additional materials.  I'll leave that with you and I think your undertaking wording described it accurately.  I just thought that additional piece may be helpful.

Turning now to --


MR. STEVENS:  Sorry, to be clear, Kent,   wasn't proposing to go back and search through and see if there's more materials; I was simply undertaking to provide any more information that  might exist in relation to what's already been produced.

MR. ELSON:  Oh, got it.  I think we would also just ask that the materials also be comprehensive, and if we could include that in the undertaking because we'd asked for the most 10 recent examples.  In some of them there was less than that, and that may just be that there are no more materials but just confirmation of that would be sufficient.

MR. STEVENS:  I think Enbridge did provide at least 10 different materials.

MR. ELSON:  I don't think in each -- I don't think in each category, if you understand what I mean.

MR. STEVENS:  That may be but I think Enbridge takes the view that it provided a reasonable representative sample.

MR. ELSON:  I mean, I think for some of the other pieces -- well I'll take a look at what you provide, but for the other pieces I don't agree.  But, for example, for the government materials I think it was only one slide presentation but I'd have to double-check and look again.  Yes.  For, like, attachment 3 is just one page.  Maybe there is only one page, but to me that's not a representative sample of what was provided to that stakeholder.

MR. STEVENS:  I'm just making eye contact with the witnesses and it looks like perhaps there is something to be added so I'll turn it over to Priyanka.

MS. GUPTA:  Priyanka Gupta.  We've included in the 116, ED-18 all the 10 recent communications to each of the stakeholders already.  So attachment one mentions all the recent communications that were sent to potential customers and community expansion projects.  Attachment 2 includes the communications sent to HVAC contractors.  And then attachment 3 is the recent information that's been used in briefings with the government that includes the energy comparison chart.

MR. ELSON:  Okay.  And so, when attachment 3 only has one page, that's because there was only one page sent to government?

MS. GUPTA:  There was only one page that references energy comparison chart that was sent or discussed with the government.

MR. ELSON:  Got it.  And in terms of the materials that go to the HVAC contractors and to the government, we had asked for the 10 most recent, and you're saying we've sent you all the recent.  How have you defined recent?

MS. GUPTA:  We've defined recent within a one-year period, so summer of 2023 until date.

MR. ELSON:  Okay.  Can you go back to 2020?

MR. STEVENS:  Can you help me with that's why relevant, Kent?  I mean the question is -- the issue really is:  Has looked at what it's doing and made any appropriate changes to what it's doing?  I'm not sure how it's particularly germane to be reaching back into history for five years about what's been shared with contractors.

MR. ELSON:  The thing we're trying to determine is what information has gone out and potentially what corrections need to be made to both stakeholders and customers.  Stakeholders are relevant because stakeholders pass information on to customers.  We had asked for the 10 most recent, and what we got was not the 10 most recent, and so what we would like is the 10 most recent.  But if you don't want to provide the 10 most recent, then we would say make the cut-off 2020, so we can have a better representative sample of what has been sent out to the people who are ultimately deciding whether or not to connect to Enbridge, whether to get off Enbridge, so on and so forth.

MR. STEVENS:  Kent, we'll undertake to make reasonable efforts to see if it there are additional, you know, responsive communications to HVAC customers dating back over the last five years, in addition to what's already been produced.

MR. ELSON:  Got it.  
Now you said HVAC customers, and our question was about, you know, the stakeholders listed in ED-18.  Are you able to do that?

MR. STEVENS:  HVAC contractors, to be clear, not customers.

MR. ELSON:  Got it, got it.

MR. STEVENS:  I believe we've already satisfied your request for 10 examples, or so, in terms of the information that's gone to customers.

MR. ELSON:  I think so, yes.  And the pieces that are missing are OEB, government and HVAC industry.

MR. STEVENS:  Right.  And I indicated that we would go back and provide the information for HVAC.  And I believe we have heard that the only relevant document produced to  -- or shared with government has already been produced.

MR. ELSON:  Well, I think that that was the issue, Mr. Stevens, is that that was because the search only went back to one year.  And so we are asking for beyond that, to have more of a sample beyond one.

It may be that if you go back to 2020, there is nothing else, and that would be your answer, which is fine.  But if you are able to expand what you just said, to look into OEB and government communications, as well, then that would satisfy us and we could move on.

MR. STEVENS:  Yes, we can add that to the undertaking, Kent.

Enbridge will make reasonable efforts to seek additional communications with government and/or the OEB which are responsive to the request.

MR. ELSON:  Thank you.

MR. RICHLER:  JT1.14.
UNDERTAKING JT1.14:  TO EXPAND ON PAST RESPONSES RE OEB AND PROVINCIAL GOVERNMENT COMMUNICATIONS

MR. ELSON:  Thank you.  And I will turn on to ED-20.  And, in ED-20, we had questions about the cost to convert from gas to oil to electric furnace to -- sorry, from oil, electric furnace, electric baseboards and propane to gas.  And we had asked to have that provided as a table.  And what Enbridge sent was some references to other proceedings.

And the challenge there is that the actual information that we would be seeking is really sort of buried in long survey responses, and so we would ask Enbridge to provide the conversion cost tables.  And I say "tables" because maybe there's a range of estimates that you provided in different proceedings, and file that on the record in this proceeding so that we don't have, you know, debates in front of the Board that involve looking at, you know, reams and reams of pages from other proceedings.

MR. STEVENS:  I am looking over at the witnesses who answered this question, to confirm whether Kent's request is something that we can answer.

MS. MURPHY:  It's Jennifer Murphy:  I believe there is another IR where we have -- and this information; I just want to check for a moment to see if it's already on the record somewhere else.

MR. ELSON:  Maybe I can interrupt, Ms. -- go ahead, Ms. Murphy.

MS. MURPHY:  Yes.  I was just going to say, when we speak in response to part (a) about the survey that we had done of some HVAC contractors, the request itself is in I.1.16-SEC.16, and I believe it's attachment 3.

And then the response from the HVAC contractors is in -- summarized in attachment 4 of the same undertaking.

I am not quite sure, Kent, if that's the information you are looking for.  But I think that is what we are talking about in the IR -- forgive me, I forget what number we were just looking at -- but the IR that you were asking about?  I believe this is the information that it's talking about.

MR. ELSON:  No, that's not what we're looking for.  It would be more relating to ED-20(b), where it's not, sort of, raw survey responses from that -- those five HVAC contractors and those previous cases?

But when Enbridge itself has said to customers, here's how much it costs to convert from baseboard, oil and propane to natural gas, And I am just looking for that information to be provided in this proceeding in just a simple -- I am just talking about it, like, simple conversion cost tables.  I have seen them before.  I don't think it will be difficult for Enbridge to compile them.

If they are all the same, then it's one table.  And if they are vastly different, we would appreciate an explanation.  But I suspect they are either the same or very similar, and so either a table or tables with the conversion costs.

MR. STEVENS:  To be clear, Kent, you're -- I think the presumption in this question is that there were conversion tables or conversion costs provided in each of the surveys listed in B, and you are asking for us to summarize the conversion information that was provided in the surveys?

MR. ELSON:  Yes.  Just to be clear, the surveys are done often over the phone, so it's not in a tabular format in the surveys.

Typically, a customer will say oh, yeah, I've got electric baseboards.  And then the survey script says, Well, this is how much it costs to convert from electric baseboard to natural gas.

So there is a bit of compilation of information, which is why it would be helpful for Enbridge to have that put into a table.

It may be that you already have that in tables, I suspect.  So we are just look for tables showing the conversion costs from natural gas to -- sorry, to natural gas from baseboards, oil and propane.

MR. STEVENS:  But, again to be clear, the presumption here --


MR. ELSON:  Yes.

MR. STEVENS:  -- is that this is the information that was used or, I suppose, available to the folks conducting each of these surveys.

MR. ELSON:  I pointed Enbridge to this as me saying I know you have this information and I have seen it in past proceedings.  And so here is where you can go and look for it.  And it may be that Enbridge has other estimates of the costs that are more updated, and we would be happy to receive those as well.

We were just trying to be helpful by saying we are looking for the conversion cost information.  We've seen it before in some of the past gas expansion cases; could you provide it on the record, either as one table or multiple tables?

And we are talking about tables that would have, you know, four figures in them.  Here's the cost to go from oil to natural gas, to propane to natural gas and electric resistance to natural gas.

MR. STEVENS:  Again, I am sorry to belabour this, Kent, but I will say I am a little confused.

Are you asking about the information that Enbridge has available now?  Or are you looking at, are you interested in what Enbridge was conveying at certain points in time?

MR. ELSON:  We had asked for both, your best information and the figures that you used in the gas expansion connection cost surveys.

Frankly, this is just our interrogatory 20(a)?  That's what we are looking for.  If you look at the question -- sorry, not the question.  That's what we're looking for.  And you will undertake to provide that on the record in this proceeding?

MR. STEVENS:  We will provide an undertaking, Kent, to provide Enbridge's current information about --


MR. ELSON:  Thank you.

MR. STEVENS:  -- assuming it's available -- about the cost to convert a house to gas from oil to electric furnace, electric baseboards and propane.  And to the extent that we have different historic information that was used in connection with customer surveys for expansion projects we will provide that also, if it's readily available.

MR. ELSON:  Thank you.

MR. RICHLER:  Undertaking JT.

MR. ELSON:  If I could turn to -- sorry.

MR. RICHLER:  Let me just record that as JT1.15.
UNDERTAKING JT1.15:  TO PROVIDE ENBRIDGE'S CURRENT INFORMATION, AS AVAILABLE, ABOUT THE COST TO CONVERT A HOUSE TO GAS FROM OIL TO ELECTRIC FURNACE, ELECTRIC BASEBOARDS AND PROPANE; TO THE EXTENT THAT ENBRIDGE HAS DIFFERENT HISTORIC INFORMATION THAT WAS USED IN CONNECTION WITH CUSTOMER SURVEYS FOR EXPANSION PROJECTS, WE WILL PROVIDE THAT ALSO, IF IT'S READILY AVAILABLE.

MR. ELSON:  Thank you.  Sorry to interrupt you there.  I jumped the gun.  A quick question about ED-21, attachment 3.  I was confused about this attachment because it is on page 1 attachment 3 there's an e-mail that's dated June 21st, 2024 but then the attachments are for a 2022 price comparison and this is a question you are going to have to take away.

Could you confirm, like, the actual date of this e-mail and when these price comparison charts were being sent to builders?

MR. STEVENS:  Yes, we can do that.

MR. ELSON:  Thank you.

MR. RICHLER:  JT1.16.
UNDERTAKING JT1.16:  TO CONFIRM THE DATE OF THE DOCUMENT AT ED-21, ATTACHMENT 3, AND TO ADVISE WHEN THE PRICE COMPARISON CHARTS WERE BEING SENT TO BUILDERS.


MR. ELSON:  And I am almost through here.  And with your indulgence it would be probably most efficient to finish before we break.

And if we could turn to ED-22 and we had asked you how many residents have, you know, received the cost comparison materials, and you provided some numbers.  But it looks to me like those numbers are only for the energy comparison material sent to gas expansion communities, and I'm wondering if you could let us know how many customers received all of your cost comparison information including the materials sent out by bill inserts, because it seems to me like it would have gone to all of your customers.

MR. STEVENS:  I'm just looking over at the witnesses, Kent, to see whether anybody has information as to whether the universe of people receiving cost information or cost comparison information is broader than what is indicated in part D.

MS. GUPTA:  Priyanka Gupta.  The cost comparison  information through bill insert, as noted in 1.16.ED-16, was the bill insert containing the energy comparison chart was sent out in August 2023 to all Enbridge Gas customers.  But as result of the review undertaken by Enbridge Gas, this chart will no longer be provided in bill inserts as we deem it most applicable to conversion customers.

MR. ELSON:  Okay, thank you.  And back to ED-22.  I believe you calculated the number of customers who received the information based on mailings to customers in gas expansion communities.  But what about the number of customers that may have seen materials in newspaper, so on and so forth?


First of all, let me just ask for clarification.  This number here, 7,300 residents that the information was provided to, I take it  that includes customers who directly were sent the materials as opposed to customers who may have seen the cost comparison information in newspaper ads?

MR. CHHINA:  So this number is directly related to our response to ED-23.  So, these are the communities and this is the  number of residents that we send information to these communities.

MR. ELSON:  So, you sent the information to the individual residents in those communities described in ED-22?

MR. CHHINA:  Yes.  That was part of our community expansion program where we go door-to-door to provide information.

MR. ELSON:  Okay.  And how many customers or potential customers would have seen your newspaper articles and you may have that information based on your marketing department having those kinds of estimates.  If you don't, that's fine but I know often they have, you know, when they sell ads to you they tell you how many eyes they are going to reach.  Is that something you can speak to?

MS. GUPTA:  Priyanka Gupta.  I'm referring to 1.16.ED-23.  That is on the screen.  Part (b).

MR. ELSON:  Mm-hmm.

MS. GUPTA:  We've provided the number of residents who would have received this cost comparison information, not only through the attachment package that is delivered door-to-door but also newspaper ads, online ads, as well as the door-to-door delivery.  So, it is comprised of all the residents in those communities expansion projects.

MR. ELSON:  Got it.  So, the number 7,300 is all the residents in all the projects?

MS. GUPTA:  That would have seen any communication including the cost comparison charts from Enbridge Gas.

MR. ELSON:  Okay.  I'm a bit confused as to how you calculated it.  Can you provide a breakdown of the 7,300 residents by folks who would are would have received mail to their house, and people would have viewed newspapers and how you, you know, came up with those numbers?

MR. STEVENS:  Can either -- me, Paul or Priyanka, can you speak to how you developed the 7,300 number?

MR. CHHINA:  So, the 7,300 number was developed based on the population within this community that might have received the information and it's a guesstimate based on the total population within these communities as well.  So, we are guesstimating on the total population within these communities that have received this information.

MR. ELSON:  Can you provide whatever the background is?  Because, I mean, some of these communities are bigger or smaller than others.  I mean, North Bay is fairly large.  Like, how you came up with that number by way of an undertaking, additional detail so that we can have a have a better understanding of, you know, how accurate that number is.


MR. STEVENS:  Yes, we can do that, Kent.  We'll provide an undertaking to advise as to how Enbridge determined the 7,300 number in response to ED-22(b).

MR. ELSON:  Thank you, and as much of a breakdown as you could, that would be appreciated.

MR. STEVENS:  Understood.

MR. RICHLER:  Okay.  That will be JT1.17.
UNDERTAKING JT1.17:  TO ADVISE AS TO HOW ENBRIDGE DETERMINED THE 7,3000 NUMBER IN RESPONSE TO ED-22(B), AND TO PROVIDE AS MUCH OF A BREAKDOWN AS IS AVAILABLE.

And, Kent, we are a little overdue for our break.  So, unless you are down to your last one or two questions I would suggest taking our break now.  How are you doing for time?

MR. ELSON:  I have one question which I had hoped my other questions would be instantaneous, but I'm hoping this one will be a quick one.  It might make sense to just get through it.

MR. RICHLER:  Well, I think -- you know what, I don't -- I think we should take our break.  I don't want to interrupt your flow, but let's break for 15 minutes, come back at 11:15, and then you can finish up and then we'll move on to --


MR. ELSON:  Okay, thanks.
--- Recess taken at 11:00 a.m.
--- On resuming at 11:18 a.m.

MR. RICHLER:  Welcome back everyone.  Kent, back to you, please.  Kent, can you hear me?

MR. ELSON:  Can you hear me, Ian?

MR. RICHLER:  Yes, I can hear you.  But it looks like you can't hear me.  Just give us a moment.

MR. ELSON:  No, I can hear you now.

MR. RICHLER:  You can hear me?

MR. ELSON:  Yes.

MR. RICHLER:  Okay, all right.

MR. ELSON:  Yes.  Now just to put --


MR. RICHLER:  Now, take 3:  Welcome back from the break, everyone.  Kent, over to you.

MR. ELSON:  The court reporter, Lisa, told me that I sounded too loud.  
I am going to turn down my volume.  And let me know if you can still hear me.

MR. RICHLER:  We can hear you okay.

MR. ELSON:  Okay.  Well, you know what?  I will just finish my one question and then, when I come back tomorrow, as a preliminary before we get on the record, I can fix that.

MR. RICHLER:  Great.

MR. ELSON:  So I will just ask my one last question; why don't we do that.  I had a question further to ED-24 and attachment 1, page 8, and the question is how many and what percentage of Enbridge customers have a heat pump without gas as the backup, and whether you could undertake to provide an answer to that on a best-efforts basis.


You will need to look into the data behind the survey, I suspect, to confirm the number and percentage.  And if you could do that, that would be appreciated.

MR. STEVENS:  Sorry, Kent, can you just repeat?  You said look into the number and the percentage?  What are you looking at, in terms of percentage?

MR. ELSON:  Sure.  How many customers and what percentage of customers have a heat pump without gas as a backup for their heating?


MR. STEVENS:  I mean, I can't promise whether Enbridge has those numbers or not, but we can certainly provide the best information that is available to it.

MR. ELSON:  Thank you.

MR. RICHLER:  JT1.18.
UNDERTAKING JT1.18:  TO MAKE BEST EFFORTS PROVIDE DATA ON WHAT PERCENTAGE OF CUSTOMERS HAVE A HEAT PUMP WITHOUT GAS AS A BACKUP FOR THEIR HEATING.


MR. ELSON:  As promised, that was my last question.  Thank you, panel, and thanks, everyone.

MR. RICHLER:  Thank you.  Next up is OEB Staff.

MR. STEVENS:  If we could just have one moment, just to rearrange our witnesses?  Dr. Kaufmann is going to sit where Mr. Chhina was sitting.

MR. RICHLER:  Absolutely.  Okay.  OEB Staff has a few questions.  There is a couple of us who are going to participate, as well, as -- we have some questions from our expert consultant, PEG.  We are going to start off with Michael Parkes.  Michael, please go ahead.
Examination by Mr. Parkes


MR. PARKES:  Thanks, Mr. Richler.  Mike Parkes, OEB Staff.  Good morning, panel.  I just have a couple of quick questions related to the asset life extension and system pruning aspects of Enbridge's proposal.  Perhaps we could turn to TFG-M5.


MR. STEVENS:  Sorry, sorry, Mike.

MR. PARKES:  Yes?

MR. STEVENS:  I think we are having a little bit of difficulty with the reference.  We have TFG- --


MR. PARKES:  TFG-M5.

MR. STEVENS:  "M" being from Phase 1 evidence that was filed?

MR. PARKES:  No.  So I believe the interrogatories were filed on behalf of a few parties, Three Fires Group.

MR. STEVENS:  I am sorry.  I was confused by the M-part.  I've got it, now.

MR. PARKES:  Yes.  Thanks, a lot.  So one aspect of the asset-life extension proposal is to incorporate energy transition sensitivity analysis to assess stranded-asset risk consideration around replacement versus asset-life extension decisions.

So this interrogatory gives, I think, the best description of Enbridge's proposed approach to incorporating this energy transition sensitivity analysis, and also points to a specific example of how you have used this so far, in the St. Laurent pipeline project.

If we could just scroll to the first paragraph of Enbridge's response.  Yeah, right there.  That is great.

So the second sentence there, you note that:

"The sensitivity analysis will examine how long the pipeline assets could be needed (i.e., the useful life of he assets)."

So in looking through the St. Laurent example, it appears to me that Enbridge is defining the useful life of the assets to be so long as any Enbridge customer would still require use of the assets.  So you would need basically 100 percent disconnection before an asset would no longer be considered useful.

Am I correctly interpreting how Enbridge is defining the useful life of the assets for the sensitivity analysis?

MS. MURPHY:  Jennifer Murphy:  I just need a moment to confer with my panel.

(Witness panel confers.)

MS. MURPHY:  I am just trying to recall the details of what we put in St. Laurent evidence and I think it would take me a few minutes to try to find that evidence and pull it up.  I can't recall if we actually defined what we mean, I guess, by "end of useful life" in that application.

MR. PARKES:  Okay.  Could you maybe take that away by way of interrogatory? - though I guess not just for the purpose of the St. Laurent, but how is the useful life of the assets defined for the purposes of your energy transition sensitivity analysis.


MR. STEVENS:  Can you help me a little bit, Mike, as to what you mean, or how the energy transition analysis fits into what we are looking at?

MR. PARKES:  Sure.  Well, I mean, that's -- it's a key aspect of the asset life extension proposal, to assess the stranded asset risks associated with asset life extension versus system replacement decisions.

And just from my read, Enbridge be is defining the useful life of the assets to require full disconnection.  So it wouldn't be considering risks associated with underutilization or partial asset stranding.  So I am just looking to confirm the definition that Enbridge is proposing for this analysis.

MR. STEVENS:  Is that something, Jennifer, that the right people will be able to answer?

MS. MURPHY:  It's Jennifer Murphy: I think broadly speaking, we thought that the St. Laurent LTC is the more appropriate place to examine that analysis that was put forward.  But I think in a case of a simple question on our definition, I think we should be able to respond to an undertaking.

MR. PARKES:  Okay.  Thank you.

MR. RICHLER:  All right.  Thanks.  We will record that as undertaking JT1.19.
UNDERTAKING JT1.19:  TO CONFIRM THE DEFINITION OF "USEFUL LIFE OF ASSETS" IN THE SENSITIVITY ANALYSIS

MR. PARKES:  Okay.  So that's actually a good lead-in to my follow-up question.  So you also note in this response that this energy transition forecasting approach may have all based on the feedback received through regulatory proceedings.

What level of guidance are you looking for from the OEB in this proceeding with respect to the energy transition sensitivity analysis described here?  Are you looking for any direction from the OEB?  Or do you think that would -- that the specifics of this would be best assessed through leave to construct applications?

MS. MURPHY:  I think generally speaking we are not seeking approval of the methodology and our thinking was that it would be more appropriate to examine the technical aspects of that analysis in the place where we have filed an example, so the first place where we've done an attempt at energy transition sensitivity analysis is the St. Laurent LTC application.

MR. PARKE:  Okay, thank you.  Turning from asset life extension to system pruning, can we turn to ED-32 (a).  So, this question ED asked about an option for system pruning to encourage developers to install heat pumps or district energy instead of gas.  Enbridge indicated that this option would be outside of the scope of the system pruning proposal because you're focused on system replacement projects, so not growth-related projects.  So, I'm assuming if you were to look at a pilot project where you were looking at system pruning in an area, it would likely be several years from the time I initiated this pilot, to being able to fully remove all customers.  During that period would you also be looking at options to prevent any new customers from joining to the system in that area.  So in-fill connections or, you know, changes of customer or things of that nature?

MS. MURPHY:  Jennifer Murphy.  I think that's a very good question.  We haven't, as you will have seen in the evidence, proposed any specific processes or procedures around system pruning, so that's not something that we've thought through yet and could be definitely something we'd want to talk about the technical working group about how that could look.

MR. PARKE:  Okay, yes.  Then I just want to confirm then you wouldn't be ruling out something of that nature as part of the pilot?

MS. MURPHY:  I don't think we would be.  I think when we say that we are -- that, you know, whatever new connections are outside of the scope,  I think we're thinking more of looking at a new subdivision for example, and you can't prune something that doesn't exist yet.  So, in that case thinking that that wouldn't be pruning, and is outside of what our understanding of what the Board's directed us to do, but if we're speaking about an existing part of our pipeline and we're trying to prune that  section, it would be counterintuitive to then add a new connections on that pipe.  So, I think that is definitely something we would have to look at how we would handle that type of a scenario.

MR. PARK:  Okay, thanks very much.  That's helpful.  Those are my questions, Mr. Richler.

MR. RICHLER:  Thank you.  Next up on behalf of OEB Staff is Fiona.  Please go ahead.
Examination by Ms. O'Connell


MS. O'CONNELL:  Okay.  Hello.  my name is Fiona O'Connell, senior advisor, OEB Staff.  If you could please turn to Staff 44.  Okay.  So, in Staff 44, Enbridge Gas stated that the weights used for electricity distributors would not reflect the labour cost savings that the company has achieved.  And in terms of weightings, what I mean that is Enbridge's proposed weights for its inflation factor methodology.  So, Enbridge stated that the weights used for electricity distributors would not reflect labour cost-savings the company has achieved.  As well, Enbridge Gas also stated that the company's proposed weights are therefore more accurate and consistent with the company's  current experience.  I note that that Enbridge's proposal is a  25 percent weight for labour versus the 30 percent weight for the OEB standard methodology for electricity distributors.  So, to pass through labour savings, wouldn't it be more reasonable to have a higher weighting of labour rather than a lower weighting of labour when compared to the OEB's standard methodology for electricity distributors?

DR. KAUFMANN:  I can take that.  This is Larry Kaufmann, advisor to EGI.  The issue here is the right weight to put on the labour component of the inflation measure.  And you want that weight to reflect the company's current share of labour.

And the company has -- because it did achieve a lot of labour savings over the last few years, it's -- the share of its cost associated with labour has declined.  There were more cost savings made on the labour side than the other capital or other O&M.  So, because of that the labour now accounts for a smaller share of the cost than it did and it's declined roughly from 30 percent to 25 percent.  And because of that 25 percent reflects the current share of labour cost within the -- within the company's cost structure and you want the inflation factor to reflect the cost pressures that are associated -- the inflationary cost pressures that are associated with the overall set of costs, and you want that, so -- and you want that to reflect the specific cost components, so you've got labour and non-labour.  And the labour -- the labour cost share right now is 25 percent.  And that's why the inflation factor and the company is proposing a 25 percent share on the labour measure when computing overall inflation.

MS. O'CONNELL:  But intuitively you would agree thought, right, to pass through more labour cost-savings the weight would be increased rather than decreased for labour?

DR. KAUFMANN:  No, I don't agree with that.  I think if the share of labour goes down because of labour cost-savings then labour now accounts for a smaller amount of total cost than it did before those labour savings were achieved.

MS. O'CONNELL:  Okay.  Can you please point me to Enbridge Gas' evidence that addresses this labour cost savings other than what's alluded to in the Black & Veatch report?

MS. FERGUSON:  Tanya Ferguson.  Can you elaborate on what specifically you're looking for?  Because I think we're a little  bit at a loss.

MS. O'CONNELL:  Sure.  So, basically Dr. Kaufmann has been alluding to labour-cost savings, and basically he's saying that that's what -- as a result of those labour-cost savings, that's what is fed through the inflation -- the -- Enbridge's proposed inflation factor methodology.  But I looked through the Phase 2 application, and other than in the Black & Veatch report, I couldn't see anything that really talked about these labour-cost savings.

DR. KAUFMANN:  Sorry, I was just reviewing some interrogatory responses, to see if I could find anything.

I think O&M, like historical O&M was viewed more in Phase 1.  But I don't have it with me, but I am not sure if we could pull up what attachment 1 was to that I.10.1-Staff-83, because I think it provided some of the source information on Enbridge that was provided to Black & Veatch.  I think it included some of the O&M figures.  So it was an Excel document though.  So I don't...

MS. O'CONNELL:  So your response to Staff 83?

DR. KAUFMANN:  I don't have the attachment, or I don't have access to it here.  I see we provided as attachment 1 to Staff 83, it says -- well, the response says:
"Please see attachment 1 for the O&M that I was provided to Black & Veatch."

So I am thinking it might include some historical O&M breakdowns.  I am just not intimately familiar with it.  So I guess we'd either have to undertake to confirm, or...

MS. O'CONNELL:  Yes, undertake to confirm.

DR. KAUFMANN:  Okay.

MS. O'CONNELL:  And if not confirm then provide the -- something to address my request.

MR. SMALL:  That would indicate -- that would show trends and labour for EGI.

MS. O'CONNELL:  Yeah, labour cost-savings.  Yeah.

MR. RICHLER:  So, just for the record, that will be JT1.20.
UNDERTAKING JT1.20:  TO PROVIDE AN EVIDENCE REFERENCE TO LABOUR-COST SAVINGS OTHER THAN WHAT IS ALLUDED TO IN THE BLACK & VEATCH REPORT.


But Fiona, could you maybe just summarize the request please.


MS. O'CONNELL:  Sure.  Yes,.  Basically, I just would like Enbridge to point to where in its evidence that it addresses labour-cost savings, other than what's alluded to in the Black & Veatch report.

MR. RICHLER:  Thank you.

MS. O'CONNELL:  Okay, thank you.  So now I'm moving to Staff 45.  Okay.  So, Staff 45.  Yeah, okay.  And then, can you please call up the PDF that was sent to Enbridge last night regarding the OEB's letter regarding 2025 inflation factors.  Yes, thank you.  So this is the letter that was issued by the OEB at the end of June of this year regarding 2025 inflation parameters.

So if you scroll down to page 3, so that's the standard methodology that's used for electricity distribution.  And you will note that table 1 has an annual percent change of 3.7 percent and table 2 has an annual percent change of 3.2 percent.

And then if you scroll down, footnote -- scroll down.  Footnote 8 basically says that, for these tables, table 1 and table 2, the OEB uses the logarithmic growth rate as opposed to the arithmetic growth rate.

So scroll up again.

So just to reiterate, the 3.7 percent in table 1 and the 3.2 percent in table 2 are used to calculate -- are calculated using the logarithmic growth rate rather than the arithmetic growth rate.

And then the reference for this is -- can you call up the second document that I sent, Procedural Order 1, and then if you could go to page 34 of 44?  Okay.  And scroll up.  Yeah, it is page 34 of 44.  Go up, please.  Okay.

So, in the middle of that page, it shows the OEB's methodology that is used to calculate the inflation factor for both electricity distributors and electricity transmitters. So that's the logarithmic rate.

But if you go to the response to Staff 45, and has attachments 1 and 2.

MR. RICHLER:  Sorry, Fiona, can I just --


MS. O'CONNELL:  Sure.

MR. RICHLER:  I just want to make sure that the record is clear.  I think you referred to two OEB documents.  I don't think we necessarily have to file or mark those as exhibits, because they are just OEB documents.  But I just want to make sure everyone knows what we are talking about.  So the first one was the June 20, 2024 OEB letter.

MS. O'CONNELL:  Yes, true.  Yes.   And then the second one is Procedural Order 1 for the OEB's generic proceeding for inflation factors, EB-2021-0212.

MR. STEVENS:  Just for clarity, Ian, would we be able to mark those Exhibits 1 and 2?

MR. RICHLER:  Yes.  Let's do that.

MS. O'CONNELL:  Yes.

MR. RICHLER:  So the June 20, 2024 OEB letter is Exhibit KT 1.1.
EXHIBIT KT1.1:  JUNE 20, 2024 OEB LETTER.


MR. RICHLER:  And then KT1.2 will be Procedural Order No. 1 from the generic proceeding, EB-2021 --


MS. O'CONNELL:  0212.

MR. RICHLER:  -- 0212.
EXHIBIT KT1.2:  PROCEDURAL ORDER NO. 1 FROM GENERIC PROCEEDING EB-2021-0212.


MR. RICHLER:  Thank you.

MS. O'CONNELL:  Thank you, for that clarification.

So I have set the groundwork that the OEB's methodology is to use the logarithmic rate rather than the arithmetic rate.  But if you go to attachments 1 and 2 of Staff 45, it appears that Enbridge has used the arithmetic growth rate rather than the logarithmic growth rate.

So basically in attachment 2, table 2, it shows 3.8 percent, whereas the OEB's methodology results in 3.7 percent.  And that's the same, as per attachment 2.


So the reason why I am setting the stage for these questions is because, for example, attachment 1 results in the same OEB methodology, no. 3.6.  But table 1 has a different rate of 3.8, when it should be 3.7.

And then attachment 2 has the same matter regarding the 3.8 but, when you use the logarithmic change for both table 2 and table 3, in table 3, it results in a 3.5 percent number, rather than 3.6 percent.

So my request is that Enbridge file an undertaking to refile attachments 1 and 2 using the logarithmic growth rate, as I have set the stage.

And once those attachments are refiled, I would like Enbridge Gas to make an assessment as to whether its proposed methodology for the inflation factor that's either exactly the same as the methodology for electricity distributors, or it has an immaterial impact.

So, that's my request, is that Enbridge files this as an undertaking, including what it feels is the correct materiality threshold, as I note that you said the $5.5 million references/represents the Z factor.

Would Enbridge be willing to undertake this undertaking?

MR. STEVENS:  Happy to talk about it and make sure that we understand --


MS. O'CONNELL:  True.

MR. STEVENS:  -- what is being asked.  I think I understand that the first part of the request is to recast what's included in attachment 1 and 2, using a logarithmic growth rate rather than an arithmetic growth rate; is that right?

MS. O'CONNELL:  Right, yes.

MR. STEVENS:  And then the second part of the request, I believe, is to advise as to whether Enbridge believes that this results in a differences in outcomes versus the inflation approach used for electricity distributors?  Is that correct?

MS. O'CONNELL:  That is immaterial impact.  So that is recasting attachment 1 and  attachment 2.

MR. STEVENS:  Sorry, I just want to break it down into parts.  Do I have the second part right?  That you are looking for information as to whether the outcome is now different.

MS. O'CONNELL:  Yes.

MR. STEVENS:  As between the approach for electric distributors and what Enbridge Gas is proposing?

MS. O'CONNELL:  Yes, but remains immaterial.

MR. STEVENS:  And then the third part of the request is whether any difference is still within a $5.5 million band?

MS. O'CONNELL:  Well, in your response Enbridge said that the 5.5 million for the Z Factor is not appropriate.  So, I just want Enbridge to propose what it believes is the right materiality threshold to use.

MR. STEVENS:  I'm sorry, does that have to do with inflation methodology or does that have to do with Z factors?

MS. O'CONNELL:  Basically.

MR. STEVENS:  I'm trying to understand where you're trying to get clarity.

MS. O'CONNELL:  Okay, I'm sorry.  Sorry, David.

MR. STEVENS:  That's okay.

MS. O'CONNELL:  I'm getting really excited about talking about this.  So, what I'm trying to get at is that the -- that even if Enbridge recasts attachment 1 and attachment 2 the difference would be immaterial when connected -- compared to the OEB's methodology for electricity distributors and then what materiality threshold Enbridge believes is appropriate given that you said in the IR response that that the Z factor of 5.5 million was not right one to use.

MR. STEVENS:  So, essentially you're asking what level of different -- or what dollar value --


MS. O'CONNELL:  Yes.

MR. STEVENS:  -- level of difference between the two methodologies would Enbridge Gas consider to be material?

MS. O'CONNELL:  Yes.  When you apply the I factor to your revenue requirement.

MR. STEVENS:  Is that clear ,Ryan and Tanya?  Or -- and Gilmer, I'm sorry.

[Witness panel confers]

MR. SMALL:  Sorry, Ryan Small.  Yes, we're prepared to take that.  I did want to clarify, though, that in the response, when we said -- we just articulated that the $5.5 billion materiality threshold was in -- you -- in the question is what we were proposing for the Z factor, and we weren't necessarily saying that we think there is an appropriate materiality threshold for this.  Like, our proposal all along for the inflation factors was what was we thought was most appropriate and then we just confirmed that as a result of the analysis done in this IR response, there was an immaterial difference.

MS. O'CONNELL:  Thank you.

MR. RICHLER:  Let's record that undertaking as JT1.21.
UNDERTAKING JT1.21:  TO DESCRIBE THE LEVEL OF DIFFERENCE BETWEEN THE TWO METHODOLOGIES THAT ENBRIDGE GAS WOULD CONSIDER TO BE MATERIAL.


MR. RUBENSTEIN:  Fiona, if I could just ask a follow-up?  Staff brought you to some of the OEB documentation with respect to the calculation of the inflation factor that it does with respect to electricity distributors, and noted compared to the example or the numbers that you've run and the responses, you  were using an arithmetic growth rate as opposed to a logarithmic rhythmic growth rate.  And I just want to be clear.  What is your  proposal with respect to the growth rate?

[Witness panel confers.]


MR. BASHUALDO-HILARIO:  Bashualdo.  We are not proposing changing the approach to calculate the inflation from what we have been using previously, other than changing the 75-35 percentage ratio.  So, the formula it's going to the  arithmetic mean growth, percentage growth.

MR. RUBENSTEIN:  Okay.  So then not what's -- notwithstanding that the OEB uses, I guess, for the distributors the logarithmic growth rate, your proposal is to use the arithmetic?

MR. BASHUALDO-HILARIO:  The only difference in our proposal is to change the -- introducing the labour component and the non-labour component and the application of the 75-35.  Everything else remains the same as what we've been applying previously.

MR. RUBENSTEIN:  And my recollection of the OEB's annual inflation release is it does the calculations and I believe also for gas.  So, I'm just -- is it -- was it historically using the -- like, it's letter I believe provides it for transmitters and distributors.  It does the inflation for everyone.  Do I have that correct?

MR. RUBENSTEIN:  I just want to be clear -- let me back up.  I just want to be clear what you are proposing.  Is it you're proposing that it's -- I understand the change in the weighting and I understand the change in the labour indices, but is it the OEB who is going to determine the appropriate way to make that calculation, or is it you're proposing that it's the arithmetic it's the way that you are proposing to do it or in your view you've done that historically?

[Witness panel confers.]

MR. RUBENSTEIN:  If you want to respond by undertaking and think about it, that's fine.

MR. STEVENS:  Sorry.  To be clear, the question is whether Enbridge is proposing to continue using an arithmetic rather than a logarithmic calculation of growth rate for inflation factors?

MR. RUBENSTEIN:  Sure.  At its core, yes.

MR. STEVENS:  And that is not something we can answer right now?

MR. SMALL:  I think we are proposing to use an arithmetic, which is consistent with what we have done.


MR. STEVENS:  Okay.  Does that answer your question, Mark?

MR. RUBENSTEIN:  Yes.

MR. STEVENS:  Thank you.

MR. RICHLER:  Thank you.

Next, I am going to turn it over to OEB Staff's consultant, PEG.  I believe Mark Lowry and Matt Makos are on the line.

Over to you, please.

MR. MAKOS:  Good morning, panel.  My name is Matthew Makos, and I am a consultant --


MR. RICHLER:  Sorry, sorry.  Just pause for one second.

MR. MAKOS:  Okay.

MR. RICHLER:  Just give us a second to sort out some technical issues.  Sorry, about that.  I will give you the green light in a minute.

MR. MAKOS:  Okay.  I guess I will have to change my first line.

MR. RICHLER:  Okay.  It looks like we are good to...

MR. MAKOS:  Okay?

MR. RICHLER:  Sorry about that.  Thanks.
Examination by Mr. Makos


MR. MAKOS:  Good afternoon, panel.  My name is Matthew Makos, and I am a consultant with PEG.  PEG would like to thank EGI and their consultant, BV, for their IR responses, many of which were helpful and responsive to our questions.  We appreciate their making corrections where warranted for small mistakes that they made.

There are however a few areas where PEG seeks additional information.  My questions will focus primarily on the EGI-specific data BV relied upon in its study.  Any question of ours that is inordinately confusing can be submitted in writing and addressed via an undertaking.  Dr. Lowry will have a set of questions addressing various topics related to the BV study.

Here's my first question:  PEG is attempting to better understand EGI's cost drivers.  Important cost drivers for gas utilities include the shares of their distribution mains that are made of cast iron and unprotected bare steel.

PEG has routinely included a share of cast iron and bare steel variable in econometric research on gas distributor cost, and these variables have consistently been found to be statistically significant, including in our research for Enbridge Gas distribution and our 2007 research for the Board in an IR proceeding.  These data are useful in both productivity benchmarking and trend research.


In EGI's response to Staff 82, the data provided in attachments 2 and 3 appear to consist primarily of kilometres of additions and cumulative totals that we do not need.

To avoid asking numerous, very detailed questions about the data that were provided, we believe it would be better to describe exactly which -- what data PEG needs, and for EGI to undertake to complete the table that PEG has drafted, which we can provide at the next break.

Please note that we do not need data on kilometres of additions or the cumulative total kilometres of additions.

For the former Enbridge Gas Distribution and Union Gas, we need the following for the 2004 to 2022 and, ideally, 2023 as well.

MR. STEVENS:  Sorry.  I apologize for interrupting, Matthew, but --


MR. MAKOS:  Go ahead.

MR. STEVENS:  I have a sense that this is going to be a lot more straightforward if we had the table to have filled out in front of us.  It is really hard for us to follow this in narrative form, and then understand whether the information would be available.

MR. MAKOS:  That is understandable.  Like I said, we will provide a -- we can provide a table at the break for you guys to fill in.

MR. STEVENS:  But, you know, I don't think we are going to be in a position to be able to tell you whether we can or cannot respond to something if we don't have it visually in front of us.

MR. MAKOS:  Would it be possible for me to share my screen, so I can show you the table?

MR. STEVENS:  Certainly.

MR. MAKOS:  Okay.  Let's see if I can do that.

MR. STEVENS:  Actually, sorry.  I said that; I don't run -- I have no objection to that.  I have no idea if it is technically possible.

MR. RICHLER:  Yes.  I am not sure if it's technically possible, either.  I am seeing nods, so why don't you try?

MR. MAKOS:  Be try, let's see if can I share my screen. Okay, can you see this table?

MR. RICHLER:  Yes, yes we can.

MR. MAKOS:  Okay.  So what we would be asking Enbridge to do would be to fill out this table for as many years as possible, separately for distribution and transmission.  We'd be looking for the total kilometres of active main in each year, the kilometres of active cast iron main in each year, the kilometres of active, unprotected bare steel main in each year.  And then the same things for transmission.

MR. STEVENS:  Thank you.  Can you please explain what's meant -- just for my edification, it may be clear to everybody else -- of the note which says "Noncumulative"?  What's that meant to indicate?

MR. MAKOS:  Essentially in each year, in each reporting year, we want to know the mains that were in service in that year, which may include mains that were subsequently retired, not necessarily the mains that are currently in service from that year.

MR. STEVENS:  Okay, understood.  Do you have further clarification questions, Nicole?

MS. FERNANDES:  Nicole Fernandes:  No.  I think it's clear.  So maybe I'll just play it back one more time, then.  So the noncumulative would be any that are currently active in that year, including any additions of active main in that year, minus the retirements.

MR. MAKOS:  The noncumulative -- I am going to be careful with what I say here:  the noncumulative in a given year would be the currently active mains.  And, by "current" I mean the ones active right now, plus any mains that were retired between the reporting year and now, plus any additions in that year, I believe.

MS. FERNANDES:  Nothing that it is not my team that follows this information, it is extracted from our systems.  I believe that is achievable, to be able to pull that for the --


MR. STEVENS:  And if I may, just to make sure that I understand further:  Are you asking for this information, Matthew, on a rate zone or legacy utility basis up until 2019 or 2018, and then on an EGI basis thereafter?

MR. MAKOS:  I would be willing to take it in whichever way is easiest for you to provide.

MR. STEVENS:  Thank you.  So if you could please provide this to us by e-mail?  We may have it already, I'm not sure.  Then we're prepared to provide on a best-efforts basis an undertaking to fill in as much of this chart as we're able, within the time constraints.

MR. MAKOS:  Thank you.

MR. RICHLER:  Okay, thank you.  Let's call that JT1.22.
UNDERTAKING JT1.22:  TO MAKE BEST EFFORTS TO FILL IN AS MUCH OF MR. MAKOS'S CHART AS POSSIBLE, WITHIN THE TIME CONSTRAINTS.


MR. MAKOS:  All right.  I am going to stop sharing my screen.

In response to Staff 83, part (c) EGI stated that -- and wait for her to get to the spot:
"Customer service and information and pension and benefits can be found in EB 2022-0200, Exhibit 4, tab 4, schedule 2, table 1, line 2 and line 7 for 2018 to 2024."


PEG understands that line 7 of this table reports business unit or BU, benefits expenses on page 53 of EB 2022-0200, Exhibit 4, tab 4, schedule 2, EGI provided a high-level description of these benefits stating that BU benefits are centrally managed cost that pension and OPEB, short-term and long-term incentive pay and health and other employee benefits for EGI employees, not part of CF.

PEG's understanding that CF in that comment is intended to refer to central functions.  PEG is also undertaken a little bit of extra research and reviewed the gas uniform system of accounts for the pensions and benefits account, finding that it does not include short and long-term incentive payments.  A review of the reference schedule from EGI's rebasing proceeding indicated that the 2022 data were estimates and the 2023 data were forecasted.  Please provide actual data for BU benefits for 2022 and an improved forecast or actuals for 2023 if available.,


MR. STEVENS:  Thank you, Matthew.  To be clear you're asking about benefits, in particular or pensions and benefits?

MR. MAKOS:  Ideally pensions and benefits, in particular.  I believe, however, that the itemized cost that you had provided in that table was for BU benefits more generally, and so...

MR. STEVENS:  Thank you. And your request is, if available, to provide the benefits or pension and benefits actual amounts  for 2022 and 2023 on a business unit business basis?

MR. MAKOS:  Let me think about that.  You mean for EGI, right?

MR. STEVENS:  Correct.

MR. MAKOS:  When you say -- yes.

MR. STEVENS:  We can provide whatever information is available for -- in response to  that request.

MR. RICHLER:  That will be JT1.23.
UNDERTAKING JT1.23:  TO PROVIDE THE BENEFITS OR PENSION AND BENEFITS ACTUAL AMOUNTS FOR 2022 AND 2023 ON A BUSINESS UNIT, BUSINESS BASIS.


MR. MAKOS:  Why are BU benefits for EGI employees that are part of CF excluded from these calculations and how large are these costs?

[Witness panel confers.]

MR. SMALL:  Ryan Small.  Could you just repeat that question again?  I think on the panel we're just struggling  because we're not necessarily intimately familiar with the reference information in the interrogatory response, at least off the top of our heads.

MR. MAKOS:  Understandable.  I'll just go back to part of the preamble to all this to put it in better reference.  So, BU benefits are essentially managed costs that include pension and OPEB, short-term and long-term incentive pay, and health and other long-term benefits for EGI employees not part of central functions.

So, my question is why are BU benefits for EGI employees that are part of central functions excluded from these calculations and how large are those costs?

[Witness panel confers.]


MS. FERGUSON:  Tanya Ferguson.  I have to admit it is kind of difficult to follow specifically what you're asking for.  So, I'm not sure if we could go to the table that's been referenced in this response to seek what specifically you are referring to as being removed or not included in the calculation.

MR. MAKOS:  Let's me see if I have that on my screen.  That is the table.

MS. FERGUSON:  Tanya Ferguson, again.  Just clarifying you're asking specifically around the line 7, BU benefits and  why central functions employee benefits is not included in that line?

MR. MAKOS:  Yes, and how large those -- the central function employee benefits is, as a cost?

MS. FERGUSON:  I have to take this subject to check but I believe the BU -- the central function benefits is in the central functions line.  It is already in there.

MR. MAKOS:  It's in there but it's a separate -- it is under central functions and not BU benefits, correct?

MS. FERGUSON:  Correct.

MR. MAKOS:  And do you know how large that is?

MS. FERGUSON:  Not offhand.  The split between labour and benefits in that line, I don't have that offhand.

MR. MAKOS:  Could you undertake to provide that, please?

MR. STEVENS:  So, to be clear, Matthew, you are asking about what portion of line 6 includes central function benefits?

MR. MAKOS:  Central function, pension and benefits, yes.

MR. STEVENS:  We can undertake to provide whatever information is available as to what portion of line 6 on table 1 from the referenced Exhibit in the rebasing case at Exhibit 4, tab 4, schedule 2 relates to benefits and/or pension.

MR. RICHLER:  JT1.24.
UNDERTAKING JT1.24:  TO PROVIDE WHATEVER INFORMATION IS AVAILABLE AS TO WHAT PORTION OF LINE 6 ON TABLE 1 FROM THE REFERENCED EXHIBIT IN THE REBASING CASE AT EXHIBIT 4, TAB 4, SCHEDULE 2 RELATES TO BENEFITS AND/OR PENSION.


MR. MAKOS:  And my last question on this section and you may already be undertaking to provide this already.  Please provide the non-capitalized pension and benefits expense for all EGI employees, if possible, itemizing short-term and long-term incentive payments so that they can remain in cost, ideally for the 2018 to 2023 period.

MR. STEVENS:  All right.  Would you be able to say that again, a little more slowly?

MR. MAKOS:  Sorry.  Please provide the non-capitalized pension and benefits expense for all EGI employees over the 2018 to 2023 period, if possible, itemizing short-term and long-term incentive payments so that we can retain those payments in cost.  Essentially, our goal is to try to itemize pension and benefits expenses that are comparable to those reported in the U.S. data.

MR. STEVENS:  To say it differently, Matthew, you are looking for as isolated as possible of the non-capitalized pension cost between 2019 and 2023?

MR. MAKOS:  Between 2018 and 2023, the pension and benefits costs, excluding the incentive payments.

MS. FERNANDES:  Just confirming, it's the non-capitalized portion, not the gross amount?  It is the dollars that would hit O&M, not capital.  That's what you're asking for?

MR. MAKOS:  Correct.

MS. FERNANDES:  Yes, okay.

MR. MAKOS:  Correct.

MR. STEVENS:  We will certainly make reasonable efforts to try to find out if that information is available and, if so, to provide it.

MR. MAKOS:  Thank you.  And I should clarify, as part of benefits, I would like to include health insurance.  I forget what the term is; in the U.S., it is called workers' compensation insurance and the like.

MR. STEVENS:  I don't know how things are broken down in Enbridge's records, but I would imagine that that would be captured within benefits.

MR. MAKOS:  Thank you.

MR. RICHLER:  Okay, that will be JT1.25.
UNDERTAKING JT1.25:  TO PROVIDE IN AS ISOLATED A FORM AS POSSIBLE, THE NON-CAPITALIZED PENSION AND BENEFITS COSTS, INCLUDING HEALTH INSURANCE, FOR THE PERIOD between 2019 and 2023, excluding incentive payments.


MR. MAKOS:  Moving on, we noticed that an attached -- at least one attachment was inadvertently omitted from EGI's responses to interrogatories.  This attachment is Exhibit I.10.1-Staff 82, attachment 4.xls.

This attachment was, I believe, supposed to include volume -- EGI's volume and customer data by customer class, e.g., residential, commercial, industrial and total.  If it wasn't included, we would ask you to include this data as well.

In addition, if you could attach or include 2023 actuals, that would be ideal.

And I think, if I am understanding right, this is the total customer count.  I actually have not seen this file.  And ideally, we would like this by customer class -- or customer type, I should say.  I think you have different customer classes than in the States.

MR. STEVENS:  It may be, Matthew, that the information you are looking for is included in one of the other tabs.  I see there is a number of tabs.

I think that they -- a couple before that, it looked like it may have the breakdown by customer type.

MR. MAKOS:  It looks like delivery volumes by customer type and number of customers by customer type.  That would be what I am looking for, for Union Gas, I believe.

And can we look at the EGD deliveries tab, please?  I believe that would work, as well.

Could we go back to the UG deliveries tab, please?

Could you clarify what the tobacco class is, please?

Are those more similar to -- well, I will ask a more focused question:  Are the tobacco customers more similar to a commercial customer or an industrial customer?

MR. BASHUALDO-HILARIO:  It is more like a commercial customer.

MR. MAKOS:  Okay.  And could you guys make sure that this gets uploaded to the OEB's website, if possible?

MR. STEVENS:  We will check.  And if it's not there, we will communicate with the OEB to make that happen.

MR. RICHLER:  Just so I understand, what we are looking at on the screen is attachment 4, and this is something that has already been filed?

MR. STEVENS:  Correct.

MR. RICHLER:  Okay.

MR. MAKOS:  But it's not showing up on the Board's website, for some reason.

MR. RICHLER:  Okay.  Well, we can all -- between the OEB Staff and Enbridge, we will make sure that, if it's been filed, it's posted.

MR. MAKOS:  Thank you.

While we're still on this, can we scroll to the right, please, and to see if 2023 is available?  I actually can't see, with the Zoom, here.

Okay.  So could I ask you to undertake to provide 2023 data that's comparable for the former Union Gas and Enbridge Gas, please?

MR. STEVENS:  Assuming that it's available, we will add that information, Matthew.

MR. MAKOS:  Thank you.

MR. RICHLER:  JT1.26.
UNDERTAKING JT1.26:  TO PROVIDE 2023 COMPARABLE DATA FOR THE FORMER UNION GAS AND ENBRIDGE GAS.


MR. MAKOS:  Now I know we're past lunchtime.  Did you want to take a break or...?

MR. RICHLER:  Why don't you keep going for 10 or 15, and we'll see how we are doing.


MR. MAKOS:  Okay, that sounds good.

In Staff-83, attachment 1, EGI furnished the O&M cost calculations it provided to BV.  The EGI, EGD and Union Gas tabs of this attachment appear to define other O&M costs as total O&M cost less costs for DSM, bad debt expenses and total salaries and wages.

For purposes of distributor cost benchmarking and productivity research, BV needed estimates of distributor costs.  However, the company does not appear to routinely itemize these costs.  PEG understands that for many if not all years of their O&M cost calculations, EGI allocated a portion of total salaries and wages and other O&M expenses to distributor and other EG storage and transmission functions based on allocations developed in rate case proceedings before the Board.

It appears that the allocators were not calculated consistently between EGD and Union, as the EGD calculation starts with total regulated O&M costs and subtracts purchases -- or gas purchases, bad debt expenses and DSM expenses, while the Union Gas calculations do not appear to throw out bad debt and DSM expenses.

Further, the Union Gas allocator did not assign any costs to Transmission Ojibway, that slash St. Clair and transmission other.  It is not clear whether certain costs are excluded from the total O&M costs to be allocated.

Is PEG's understanding of EGI's O&M expense calculations correct?

MR. SMALL:  That was a lot to unpack.  I don't know that any of us on the panel here can confirm that without going back and looking up more detail, and I don't think we can confirm or deny on, right now.

MR. MAKOS:  It's okay.  Would you be willing to undertake to do that confirmation?

MR. STEVENS:  I don't want to ask you to repeat yourself, but is there a punchline to that?  Is there sort of something at the core of that, to confirm?

MR. MAKOS:  There is actually several punchlines in there unfortunately.

MR. STEVENS:  I will say, Matthew we are having a lot of difficulty following these questions.  I mean you are reading from a script.  It would be really helpful to us, I think to have the questions and then we could be a lot more responsive than trying to jot down key words as we go along.

MR. MAKOS:  That's understandable.  I feel like I'm questioning you like a U.S. Congress person questions a hostile witness, and that's not my intent.

MR. STEVENS:  And we're not taking it that way, to be clear.  We are just having difficulty following all of the details of it.

MR. MAKOS:  If you would like I could submit this one in particular -- this question in particular in writing.

MR. STEVENS:  That would be terrific.

MR. MAKOS:  Okay.

MR. RICHLER:  All right.  That will be  JT1.27.

MR. MAKOS:  I think I will submit -- I have several sub-questions here.  I think I will submit them all in writing during the next break.  I think that will make life a lot  easier for everyone.

MR. RICHLER:  Is that sub-questions to the previous question or are you moving on to something else?

MR. MAKOS:  Well, it's sub-questions of the previous question.  So, there are 1, 2, 3, 4, 5, 6, 7, 8, 9 parts to that question that I would submit.

MR. RICHLER:  Maybe what I would suggest is we're almost at lunch time, so maybe you can circulate something in writing and before the company provides the undertaking they can look at  that and after lunch we can go over that.  So, why don't we -- we'll strike JT1.27.  Let's just start over after lunch once we  have something in writing in front of us?  Does that make sense, Matt?

MR. MAKOS:  Yes.  In fact, I will go a step further and circulate the rest of my questions over lunch since that might help facilitate better answers or faster answers at least.

MR. RICHLER:  Okay.  In that case maybe we should break for lunch now.  Let's come back at 1:15.  And, Matt, you can pick up where you left off.  So see everyone at 1:15.  Thank you.
--- Luncheon recess taken at 1:15 p.m.

--- On resuming at 1:17 p.m.


MR. RICHLER:  Okay, welcome back everyone.  Just before I hand it back to you, Matthew, just one quick note.  If you're following along with the schedule that had been circulated by OEB Staff, I just -- just one minor change.  We're probably going to take two short breaks this afternoon, instead of one.  So we will see how it goes.  But just a heads-up.

Okay, Matthew.  Please take it away.

MR. MAKOS:  All right.  Thank you.  Mr. Stevens, did you get my -- the information -- the questions?

MR. STEVENS:  We did.  Thank you.  Happy to speak to that, if you like.

MR. MAKOS:  Sure.  What I am actually thinking, if it makes sense, would it be easier for EGI to respond to those as undertakings?

MR. STEVENS:  Absolutely it would.  So just for the clarity of the record, over the lunch break, Matthew sent along written versions of the questions he has asked and I believe the questions you would be asking.

There are seven questions, I believe, included in your email.  Questions 1 through 3 have already been answered or are the subject of undertakings.

Enbridge Gas is prepared to take away questions 4 through 7 and answer them by way of undertaking on a reasonable-efforts basis, assuming that the information is available and can be provided.

MR. MAKOS:  Actually, I will make a slight change to that:  We discussed it internally, and the question on regulated storage capacity, which I believe is No. 5, is one we are not seeking an answer to, at this point.

MR. STEVENS:  Terrific.  Even better.

So perhaps I can suggest then that Enbridge Gas will answer questions 4, 6 and 7 provided to us in writing from PEG.  And we can perhaps those as the next three interrogatories or, sorry, the next three undertakings.

MR. RICHLER:  Yes, let's do that.

So JT1.27 is the first one; then JT1.28 is the next one; JT1.29 is the third question.

I actually don't have those questions in front of me now, but I think we'll -- rather than taking the time to read them all out in the record, I think -- are we satisfied that you've got it?  You know what Matthew is talking about, so we are good; we don't need to take the time to have him read them into the record, right now?

MR. STEVENS:  I would simply add that JT1.27 is question 4 from PEG.

MR. RICHLER:  Okay.

MR. STEVENS:  JT1.28, is question 6 from PEG.

MR. RICHLER:  Yes.

MR. STEVENS:  And 1.29 is question 7 from PEG?

MR. RICHLER:  Okay.  Matthew, it makes sense to you?

MR. MAKOS:  Yes.
UNDERTAKING JT1.27:  TO RESPOND TO PEG'S QUESTION 4.

UNDERTAKING JT1.28:  TO RESPOND TO PEG'S QUESTION 6.

UNDERTAKING JT1.29:  TO RESPOND TO PEG'S QUESTION 7.


MR. RICHLER:  Okay.  Did you have any further questions?

MR. MAKOS:  I do not.  And so I will hand it off to Dr. Lowery, if he is available.

MR. RICHLER:  Thank you.

MR. QUINN:  Ian?

MR. RICHLER:  Yes?

MR. QUINN:  This is Dwayne Quinn.  I was very interested in the exchange that was going on, and we may or may not have direct interest in what question 5 was that's being eliminated.

Is it possible, David, since you have it in front of you, that you could just read it into the record as to what is being skipped over, as others may have interest in that response?

MR. STEVENS:  Certainly.  The question asks, "On page 3 of attachment 2, to its".  
Angela has just kindly projected it.

The gist of it is to advise whether the regulated storage capacity has changed in 2022 and 2023, and to provide the total regulated and unregulated storage capacity for years from 2004 to 2023.

MR. QUINN:  Okay.

MR. STEVENS:  I believe in most part that information has already been provided in response to other questions.

MR. QUINN:  Yes.  Yes, it is.  Now that I see it, David, it is questions that been responded to; we have that data on the record.  So thank you for taking the time to do that.

Sorry, Ian, back to you.

MR. RICHLER:  Thank you, Dwayne.  Dr. Lowry, over to you.

DR. LOWRY:  Okay, just a second.  Yes.  Can everyone hear me?

MR. RICHLER:  Yes.
Examination by Dr. Lowry


DR. LOWRY:  Okay, great.  Yeah, sorry for the complicated nature of some of those questions.  I think some of it has to do with the fact that it's a merged company and maybe the standardization of the gas data has never been quite up to what it is for electric in Ontario.  And so it just complicates benchmarking and we've got to get some of these things straight, before we can do a good job with that.

So with that, I'll just go on and say hello to Larry.  How are you?

DR. KAUFMANN:  Hi, Mark, I'm doing well.

DR. LOWRY:  Good, good.  Most of my questions are going to be about the hyperbolic decay capital cost specification that you did.

As you probably know by reading some of my other evidence in other proceedings, you know, I have been open to that for awhile, at least for the cost performance research.  And now I'm trying -- we are trying to figure out how to use it ourselves.  And so we have some questions about how you did it.  And here we go, then.

Let's start with Staff 80, which addresses the benchmark year calculation and other aspects of BV's method for calculating capital cost using  this hyperbolic decay specification which, as other listeners might be interested to know, is becoming more used with every passing year in this type of statistical cost research.

So my first question about the way that you've done it and possibly that others have done it is as follows:  That BV's calculations of the initial capital stock start with the utility's net plant value in a certain benchmark year, as you know, and you deflate this value by an assumed average price at which this plant was accumulated.

Okay.  So, in a geometric decay specification which has usually been used in Ontario, the service flow from this capital stock would then decline at a constant annual rate in subsequent years.  But, with BV, with a hyperbolic decay, it entails a rate of decay that is slight for many years, as you describe it in your work, and then gradually increases the decay -- rate of decay gradually increases as the asset ages.

So my first question is can you confirm that the specific approach to hyperbolic decay that you have used treats the capital stock in the benchmark year as if it were new and, therefore, it will -- the service flow will decline very gradually for many years thereafter.

DR. KAUFMANN:  I can tell you the approach that I took, and that was not to assume that it was new, to start with a benchmark year and to apply -- well, just like under any TFP approach, that you do apply -- you don't apply a depreciation for the stock that's just been put in place.  So it starts for the year after that.

And that's the same approach that I took for the hyperbolic decay.  And I started with a net plant value, which was equal to gross plant divided by accumulated depreciation.  And then I applied what's known as a -- and people are very familiar with this, a triangularized weighted average, which again is a way that you just described.  It is a way to reflect the fact that that initial capital stock is really the culmination of a number of years of capital growth over time.  And there would be depreciation associated with all of those previous capital values.

And that's what the triangularized weighted average captures, in a sense.  It captures that past history of depreciation, which we don't know, but it's a reasonable way to do it.  And we have been doing it that way for a number of years.

So I applied that approach.  And then, for the first year, for the benchmark year, I didn't apply the hyperbolic decay; that is the starting point.  But the hyperbolic decay applications start in year 1 for the benchmark stock, and then there is a capital addition that's added to that in that year for whatever -- for the industry, if we're doing it  for the industry or if we're doing the same thing for EGI.

And that particular capital addition is not depreciated until the second year and when you do the -- but when you do that the way that you apply the hyperbolic decay is you would apply a different -- the benchmark year would still gets a depreciation but now it would be in year 2 of its depreciation cycle, and the amount of depreciation associated with that would vary, therefore.

So, that -- so the benchmark level is becoming more and more depreciated each year, gradually, and then the new addition to the capital stock starts the hyperbolic decay process again but for a new -- a new set of additions.

So it's kind of one year behind the process, and you do that year after year, and you are building up a stock of capital which is where every asset, every asset addition is being depreciated differently to reflect the flow where it is in the depreciation cycle.  So, I don't know if that answers your question or not, but that's essentially how a hyperbolic decay approach works.

DR. LOWRY:  Right.  So, you have this decay formula and it is very slight at the outset and for many years it's very slight and then it really starts to gain force and the rate of decay increases, right?  But aren't you applying that starting out with a very slight to the initial capital stock, as well as to the additions?

DR. KAUFMANN:  Yes it is applied.  The first year which is the initial capital stock gets the first year of depreciation hyperbolic decay.

DR. LOWRY:  So, why is that reasonable if we know that the initial capital stock has got a bunch of older plant additions in it?  Why would it be reasonable will do assume that it's at the start of that cycle -- the start of that, you know, the flat part of the curve?

DR. KAUFMANN:  Well like I -- kind of as I explained before about the triangularization process, that reflects that past -- the past depreciation for that, the net capital stock.  So, that's reflected implicitly in the benchmark year.

DR. LOWRY:  Right but then whatever is left is then left to decline at a very slow rate for a long time.  Right?

DR. KAUFMANN:  I wouldn't characterize it as very slow rates.  It is a rate that starts out slow but it increases in every single year.

DR. LOWRY:  Yes, okay.

DR. KAUFMANN:  So, yes, and if we could go back further in if we had a complete -- the only way to avoid that really is if we have a complete set of capital additions leading up to that benchmark year.  And that's sort of data level just doesn't exist.  If we knew every capital addition we could depreciate it separately and build it up that way but we have to make some sort of adjustment and assumption in a sense, when we -- when we don't have that level of detail and we don't.

DR. LOWRY:  Okay.  Next, in Staff 71(a) we asked for the average service life of EGI's assets.  And the response only provided the 51-year service life -- I think that's either Boston Gas or it's whatever was established in a Massachusetts proceeding, and it applied that to all the utilities in the sample.

We went back and checked in a 2017 proceeding, and evidently in response to undertakings Enbridge and Union reported back in 2017, that their average service lives for Enbridge and Union were 38 years and 36 years, respectively.

So a few questions about this.  What is the average service life -- I guess I'll just read through these first and then you can respond.

What is the average service life of EGI's assets, has this changed materially since 2006, like getting to be longer?  And is there much of a difference in the value for all regulated assets and distribution assets?

And I'm just wondering, too, if you ever undertook any sensitivity of how your productivity trends change with the chosen service life, and if so, remind us for any new runs but if you have provided -- if you've done a few runs with that, we'd like to see those.

DR. KAUFMANN:  Can you hear me?

DR. LOWRY:  I can hear you.

DR. KAUFMANN:  Okay.  All right.  So, I can address the  last part of your request, your question but the other questions you asked were that were a part of the interrogatories were answered by EGI personnel, so I have to refer those questions to them.

But in terms of whether or not I've done any sensitivity testing I've done some.  The -- I've done some and it doesn't have -- it has a very small impact on the TFP trend so I can -- I can provide what I've done.  Basically in terms of the hyperbolic decay, what factors into it is the average service life for the asset and just how long the asset has been in place.  And also a parameter that's used to reflect whether or not it's the assets are mostly structures or equipment, and what I used was a .75 factor on that for that particular parameter which is exactly what the Bureau of Labor Statistics uses when they first implemented this formula.

So, that is consistent with the BLS parameter and what I've done is I've looked at different parameter values and how those would impact the TFP trend and it's not -- it's really not very material.

MR. RICHLER:  Sorry, Dr. Lowry, you -- just for the record, you said you were prepared to provide the analysis that you have done?

DR. KAUFMANN:  I am  prepared to provide that, yes.

MR. RICHLER:  So let's just record that as JT1.30.
UNDERTAKING JT1.30:  DR. LOWRY TO FILE HIS ANALYSIS.


DR. LOWRY:  Well then perhaps Enbridge or EGI can comment on can they get us the average service life which we had previously requested?

MS. FERGUSON:  Hi there, Tanya Ferguson.  I am just wondering if you can provide the reference for the 38 and 36 years again?

DR. LOWRY:  Yes, my understanding is that that was -- in that proceeding the undertaking was Exhibit JT 2.3, attachments 1 and 2.

MS. FERGUSON:  Sorry, what proceeding was that?

DR. LOWRY:  It is EB-2017-0306 and -0307.

MR. STEVENS:  Are we able to provide, if it's available, any update we have to those undertaking responses from the MAADs proceeding?  I am not saying whether it is available or not, but can we undertake to go back and look and see whether we are able to provide an update?

MS. FERGUSON:  Yes, that's fine.

MR. RICHLER:  Thank you.  That will be JT1.31.
UNDERTAKING JT1.31:  TO FILE REFERRED-TO UNDERTAKINGS FROM THE MAADs PROCEEDING, EB-2017-0306 AND EB-2017-0307


DR. LOWRY:  All right.  Now, the next question pertains to Staff 75, and the background is that there are these regional Handy Whitman indexes that can be used to deflate the gross plant additions in calculating capital quantities.  And rather than apply those regional indexes, BV took an average of them first, and then used those averages applied to everyone.

And we asked them why did they do that, and they said, "Well," and I will actually quote:
"It is not straightforward to assign regional Handy Whitman indexes to individual gas distributors, since a significant number of distributors have operations that are not contained in a single region.  In addition, there is some ambiguity on the exact borders of the north, central and south-central regions, and the North Atlantic versus South Atlantic regions, as well as the plateau region."

I don't know, every edition of the Handy Whitman indexes that they release has this map.  And, you know, when I look at the regions, they are just -- you know, there are specific states.  And I don't know if --


So I was prompted to ask, first of all, you know, what are these distributors that have operations that are not contained in a single region?  They would have to cross state lines.

I mean, you know, how many distributors are like that in the sample?

And then secondly, what is it about -- you know, what did BV find ambiguous about the borders of the Handy Whitman regions?

DR. KAUFMANN:  I guess I just didn't see as clear cut a distinction of -- on the map, in terms of, you know, where things started and stopped.  So I do agree there is a map there.  I didn't -- it wasn't clear to me exactly how the additions were delineated on that map.  So that's all I can say.  I just didn't see that there.

And I'm not sure if there -- I believe there was another part to this response that may not be shown here, yet.  Okay.

Well, I thought we -- this is actually -- this is all true.  But we actually also looked at the differences in the trends across the regions, and they didn't vary by much.

So I believe I must have mentioned that in a different interrogatory.  But that was the other consideration.  It would have just been a lot more work, and it would have been somewhat ambiguous to do that, to map different Handy Whitman indices to different companies.

But, in the end, the indices were growing at about the same rate   throughout the regions, particularly over a long-term period.  So I guess I just didn't see the benefit of undertaking the additional work.

DR. LOWRY:  My next question has to do with the age of the system.  We asked the company to estimate how much -- you know, what would be the length of the distribution mains that were installed prior to 1950 and prior to one -- and prior to 1940.

And so, happily, they did provide a response.

I mean, this isn't the easiest thing to come up with.  But the response was a little ambiguous.  It said:
"It is estimated that there are 132 kilometres of distribution main in service, installed pre-1950s, and 135 kilometres of mains in service, installed pre-1940s.

And this could be taken a couple of different ways.  One would be that what you meant was that you currently have 132 kilometres of active distribution mains installed during the 1940s, and an additional 135 installed prior to 1940.

And if that's the wrong interpretation, then can you explain what is the right one?

Basically, do you add these up as -- to get the older mains, is kind of the -- at the base of the question.

MS. FERNANDES:  Nicole Fernandes.  I think you are referring to Staff -- is it 82?  Were you able to pull that?

DR. LOWRY:  Yes.  I should have said that at the outset, my apologies.  Staff 82, part (c).  Thank you.

MS. FERGUSON:  Just to -- you are asking if it's the summation of the two?

DR. LOWRY:  Well, are these two separate things, that you basically installed 135 prior to 1940, and then another 132 during the 1940s.  Is that what you mean to say?

MS. FERGUSON:  Subject to check, I believe they are separate.  So 132 kilometres of pipeline was installed prior to 1950, and then a separate 135 kilometres of pipeline was installed, pre-1940s.

DR. LOWRY:  Okay, great.  So getting back to Larry, I am open to experimenting with this hyperbolic decay specification.  And I talked about this in some of my recent testimony, but I haven't implemented it.

And one of the stumbling blocks I always have is how do you come up with the service price that goes along with it?  And so, if you go to page 36 of BV's report?  I don't know if you've got that.  You do see a formula.  And that formula raised some questions for me.

I have looked around at these formulas, and I see one you kind of formula that might have come from the U.S. government, that Larry had said he had been in contact with the U.S. government, which uses hyperbolic decay in its own productivity research for sectors of the economy and the overall economy.

And then there was Christensen Associates that I found -- I actually only found one place where they had set forth their service price.

And then Dr. Kaufmann did a study for Berkshire Gas, and -- which also detailed a service price.

So part of my confusion is that all of these are different formulas.  Like, the one that Dr. Kaufmann is using now is the not the same as the one he used for Berkshire Gas, and it is also not the same as the one that Kristensen Associates.

So I was hoping that you could undertake to explain the differences between these formulas, or somehow, are they all consistent in some way?  Or was one of them in error?

I noticed that ever since Christensen did this the first time, they haven't been showing how they compute capital cost in their evidence.  And I don't know if that had anything to do with them making a mistake on it.  So that's my first question.

DR. KAUFMANN:  Okay.  Would you like me to respond to that now?

DR. LOWRY:  You can certainly give any oral response that you like, possibly supplemented by something written.

DR. KAUFMANN:  Okay.  Well, first, on the Berkshire example, I don't believe -- I can't recall, but I don't believe that that I used a hyperbolic decay for them.  I could be wrong, so I would like to check that.  If I did, and I used different response and I'm -- this is assuming that I did, in fact, do that and there was a different response, it would have probably been because I was still in contact with the Bureau of Labor Statistics, which is the government agency that Mark was referring to, and that's the agency that computes partial factor productivity and total factor productivity for the U.S. government as well as producing inflation statistics, and things like that.  Very, very professional, very talented group of people involved in these issues.

And I actually had some concerns with the service price that Christensen had used, and they had done that before I had decided to do this, I think even before I had been hired by Enbridge.  But I did have some concerns on that and I really did a lot of -- a lot of research, and that research eventually led me to just contacting them and calling them up and them providing a lot of actual data that -- data and studies that they had done, that were confidential.  They said you can look at these but you can't share them.  It was extremely informative.

In the process of doing that, what I did was I tried to develop a service price that was as close as I possibly could to the service price that was used by -- and that is still used by the Bureau of Labor Statistics in their -- in their productivity measures.

So -- but that was a process.  It took a while to get in touch with them and it took a while for me to really understand what their approach was and to kind of move to this -- the service price that I eventually used.

So if there is a different service price for Berkshire that would reflect kind of my earlier thinking where I hadn't completely thought through the issues, and I hadn't had that sort of interaction with BLS.  So what we did for EGI is definitely what I believe is the most appropriate and it reflects all that subsequent Enbridge learning.

And then as for the Christensen and Associates measure, it's -- it just didn't look -- it was -- it was something very different than I'd seen in other applications and I was kind of confused by it, so I decided to kind of do my own research and  eventually wound up in a different place.

So, yes, there are differences between the Christensen approach and what's reflected in the EGI report, and I'm not sure about Berkshire, but if there are differences, and I did in fact use hyperbolic decay, then that would have been just an earlier version of this model.

DR. LOWRY:  Well, I believe that you did use the HD in that, and as for Christensen I would note that they were asked a question about this in that Eversource proceeding, and they responded with one of their usual non-answer answers, so there wasn't a lot of clarity provided on that, how they came up with that formula.

So, the formula that you do have here, another thing that confused us is that there is this real rate of return figure -- there is this real rate of return term and there is also, however, sort of a growth of another inflation term in the formula.  So, we were just confused about that and so any, you know, we would like, preferably in writing, you know, any further substantiation you could provide about the derivation of that formula or the rationale for that particular formula because really, as I say, I've come to the same case place that you are that -- you know, open to the idea of hyperbolic decay but just not sure what's the right service price.

DR. KAUFMANN:  Can we scroll down on the --


DR. LOWRY:  Yes, that would be -- there it is there.  Yes.

DR. KAUFMANN:  Okay.  So, we have the rental price which is the same thing as the capital service price.  And I actually -- the paragraphs around this formula actually do try to explain what I think is the workbook intuitive basis for each of these elements.  So, I  would -- I don't know whether you've read that, you've read it carefully but I do -- I do go through each of these elements here and say that when you first look at this, are it looks kind of, you know, formidable and not very user friendly.  But if you take the time to actually go piece by  piece and think about each element they all kind of make sense. And I think it hangs together as a whole.  So I would just, rather than try to do that myself, I've got this written out in about as clearly, in about as clearly expressed as I can express it, so I would just refer anyone, including Dr. Lowry, to this discussion and to see if this gives you more confidence that the service price is actually reasonable.

DR. LOWRY:  Well, I mean what you've done is to define the terms but that -- that, to me, just isn't enough to explain why it's the right formula.  You know, in the past people that did say geometric decay they could -- or even when -- I'll show you -- they could have a derivation of where that rationale came  from, I'm not even going so as far as to ask that but as much -- some additional explanation for the logic behind it. I mean if you want to decline to provide that, I mean -- I just -- I feel that, you know, the justifying in the terms isn't enough to make me feel super comfortable with it.

DR. KAUFMANN:  Well I would be happy to take another crack at explaining this and trying to talk about why I think it's reasonable.  I do think -- I mean, obviously I am defining the terms but also below that talk about why each of these terms are reasonable within a capital -- a capital service price formula.  But I'm willing to undertake an undertaking to look at this again and try to explain things in a little bit more detail, perhaps and provide a more intuitive understanding of some of these elements.

DR. KAUFMANN:  By the way, just to simplify that task, you  don't have to get into the tax terms as far as I'm concerned, just the left-hand side of the formula.

MR. RICHLER:  Okay, thank you, Dr. Kaufmann, we'll call that undertaking JT1.32.
UNDERTAKING J1.32:  DR. KAUFMANN TO PROVIDE AN EXPLANATION OF HIS METHODOLOGY.


DR. LOWRY:  Just a few more questions and I'll be done. In part (e) of Staff 62, the response to that, we asked EGI to detail any econometric cost benchmarking studies that it had previously commissioned and it provided citations to four studies.  And that was helpful, but I was surprised that some of these were described as including econometric work.  I know that the work that we did for Enbridge involved some econometric work, the work we did and the evidence provided had econometric work.  But the other two studies, did they really have econometric work?  That's my next question.  That is the question.  Or could you double-check and get back to me?

MR. SMALL:  Ryan Small.  I think we would have to go back and double-check.

DR. LOWRY:  I know that sometime, by the way, in Ontario I have seen the word econometrics used kind of loosely.  And I think that the people wielding that phrase meant statistical cost research and not really specifically econometrics where you are doing a regression, a model, and estimating the parameters of a model.  So it is understandable that maybe there was a confusion there.  But just, if you could get back.

MR. RICHLER:  Hold on.  Let's just record that as undertaking JT1.33.
UNDERTAKING JT1.33:  TO CONFIRM WHETHER ECONOMETRIC WORK WAS USED IN THE RESPONSE TO STAFF 62E.


DR. LOWRY:  All right, No. 13.  My next question is about Staff-56 (b).

All right.  So here's some benchmarking work that was undertaken by Dr. Kaufmann's colleague, Mr. Zarumba.  And I am just wondering, did any of those studies use econometric methods?

DR. KAUFMANN:  What we are looking at right now is Mr. Zarumba's experience.  And I don't know the answer to that.  We would have to ask him.

DR. LOWRY:  Okay.

MR. STEVENS:  Is this really critical?  I'm just noting, we're well into the Schools' time now, and we are really hoping to get through this panel today so we don't have to call them back.

DR. LOWRY:  I have one more question.

MR. STEVENS:  Thank you.

MR. RICHLER:  Well, so was that last one critical?  Is that something that you need them to follow up on?  Or are you willing to...

DR. LOWRY:  Well, I mean, in terms of time, the question's already been asked.  It wouldn't take long for Mr. Zarumba to answer the question.  So yeah, it's a question.

MR. STEVENS:  It's a question; I acknowledge it's a question.  Yes, we will find out.

I would note also, I mean, I know these undertakings roll off the tongue for folks.  But if you start to do the math of four days, and all the people are here who are also answering undertakings, it is going to be very difficult for us to do.  So I would ask people to try to be focused on the things that are actually going to be important for where this case is going, when you are asking us to go off and do homework.

DR. LOWRY:  Fine.  The --


MR. RICHLER:  That last one was -- hold on, Dr. Lowry.  That last one was JT1.34, to check with Mr. Zarumba.
UNDERTAKING JT1.34:  TO CHECK WITH MR. ZARUMBA ABOUT THE USE OF ECONOMETRICS IN THE RESPONSE TO STAFF 56B


MR. RICHLER:  And so, back to you, Mr. Lowry.  you've got a couple more minutes.

DR. LOWRY:  All right.  Last question.  Now, the question is pertaining to 50(d), Staff-50(d).  Dr. Kaufmann stated that compliance with a request to calculate the OM&A and capital productive of EGI and the sample utilities would be unduly burdensome and extremely time-consuming.

Actually, that wasn't -- I will withdraw this question.  And that will end my questioning.

MR. RICHLER:  Thank you, Dr. Lowry.  Next up is School Energy Coalition, Mr. Rubenstein.
Examination by Mr. Rubenstein


MR. RUBENSTEIN:  Good afternoon, panel.  My first question is with respect to 17-Staff-18, so 1.17-Staff-18.  And in that undertaking, your were asked about the DIMP VA and ALE.  And in your response, you point out that ALE implementation was not considered at the time of the Phase 1 settlement.

I want to understand EG's views with respect to existing DIMP variance account that was approved as part of the settlement.  As I understand, your proposal is you would be able to record in that non-capital, ALE-related costs; do I have that right?

MR. SMALL:  Specifically, you are referring -- oh, sorry, Ryan Small.  The pursuit of alternatives are coming from DIMP that are noncapital.

MR. RUBENSTEIN:  Well, let me back up, and you can tell me if it is a subset.

I am just trying to understand the interaction between ALE, which is the category of asset life extension that is part of the evidence, and the interaction with the DIMP variance account that was approved in the Phase 1 settlement.

And as I undertake from all the evidence, you are proposing, you will -- or, in your view, you are planning to record noncapital ALE costs in the DIMP VA.

Do I have that right?  Is it a subset?  Do I have it wrong?  Can you help me?

MR. SMALL:  No, you are correct.  That is what we are proposing.

MR. RUBENSTEIN:  And then my question is:  Is it your view that the DIMP VA allows you to do that already?  Or, because at the time of the Phase 1 settlement, there was -- we didn't have the Phase 1 decision, obviously, that talked about this issue.

You are seeking an expansion or a modification to what would normally be allowed in the account?

MR. SMALL:  It would be an expansion.

MR. RUBENSTEIN:  Okay.  Thank you, very much.  Can I ask you to turn now to 1.17-SEC-23.  So in part (b), we were quoting from the evidence which talked about, and this is in the context of the ICM.
"In-service capital addition thresholds does not apply, i.e., it should be zero dollars, when requesting ICM treatment for ALE alternatives."

And you, in your response, you discuss this.  But I still just want to make sure I understand when you are talking about that the in-service capital addition threshold does not apply to ALE, is it that the project-specific materiality threshold does not apply?  Or that there is no materiality threshold at all.

By way of example, it doesn't matter really what you spend on your total capital budget; you are eligible for the inclusion of ALE costs by way of an ICM rider.

MR. SMALL:  Ryan Small:  I think, just to make sure I read that back correctly, the way you worded it, we are not suggesting that any ALE capital work would be subject to ICM.

It would first have to be part of the capital budget that is above the ICM threshold.  If it is above the ICM threshold, we are saying -- we are proposing that it would not be subject to a materiality threshold.

MR. RUBENSTEIN:  Okay.  So that's the first thing when I was putting the two options, when I was trying to understand what you meant, it was confirming it is just the project-specific materiality threshold doesn't apply to ALE.  That's what that part of the evidence is referring to?

MR. SMALL:  Right.

MR. RUBENSTEIN:  Okay, thank you.  And then in part (c) of the response, you talk about the $10 million threshold.  This is with respect to -- you talk about a -- the $10 million, you talk about group -- sorry, let me back up.

You talk about in response that you can group a number of smaller projects with respect to ALE, and that you are going to eliminate the project-specific materiality threshold to $10 million.  Do I have that right?

MR. SMALL:  Correct.

MR. RUBENSTEIN:  I just want to understand.  Is it that the  grouping -- does the grouping of projects have to hit a certain threshold?

So, for example, can you have a grouping of projects that are a total of $4 million a year?  Would that be eligible for an ICM?

MR. SMALL:  The proposal is yes.

MR. RUBENSTEIN:  Okay.  Thank you, very much.

Now, in 1.3, Pollution Probe 3, you were asked about if you are planning any ICM requests, and your response is you are not expecting any ICM requests.

You say, this is the first sentence part (a):

"Assuming approval of the incentive crib presenting the Enbridge Gas is not anticipating any ICM requests over the IRM term."

Do you see that?

MR. SMALL:  Yes, we do.

MR. RUBENSTEIN:  And would that be inclusive of any ICM requests with respect to ALE?

MR. SMALL:  That is correct.

MR. RUBENSTEIN:  Now, imagine the Board doesn't approve the IRM mechanism that you propose and specifically does not approve a negative productivity factor, so sets it at zero percent which is consistent with the policy that it's had with respect to the electrics, would there -- would this sentence still be the case?  Would you expect, in that case, to have an ICM if there is a -- if the productivity is set at zero?

MR. SMALL:  Ryan Small.  Yes.  Right now, currently even with a zero percent productivity factor we're still forecasting to be below or -- yes, the ICM threshold.

MR. RUBENSTEIN:  Okay.  So, have you provided on the record a revised capital budgets for 2026 to 2029?  At the total level just for the purposes of calculating when, and when you would  not hit the threshold for an ICM.

MS. FERNANDES:  Nicole Fernandes, just to clarify, sorry, you said did we provide a 26 or --


MR. RUBENSTEIN:  I'm not sure.  I haven't seen one.  Is there somewhere I'm missing?

MS. FERGUSON:  No, you the haven't missed it.  We're currently completing that now as part of our asset management plan that will be filed later this year so the capital -- the  detailed capital plan from 2025 onwards will be filed later.

MR. RUBENSTEIN:  Yes, I'm at not looking for a detailed plan but just at an aggregate level, the total capital expenditures and total additions that you plan for -- or at least you plan this year.  Presumably you have that number if  you're able to make a determination of when or if you will or will not have an ICM.

MS. FERNANDES:  Nicole Fernandes.  The analysis of the budget 2025 onwards is still ongoing but we expect at this point that the budget capital constraint from 25 to 28 will be in  line with 2024, around 1.2 billion.

MR. RUBENSTEIN:  Okay.  And my understanding, this is at 1.17 FRPO 43.  Your forecasting in 2024 CAPEX at about 1 -- just below 1.1 billion?

MS. FERNANDES:  Nicole Fernandes, that's correct.

MR. RUBENSTEIN:  And so, based on my calculation, I believe it's 1.0979, I think I saw somewhere in the response.  Maybe if you scroll down.  So, I take it reading that it is $62 million you are forecasting as compared to what was approved in the Phase 1.  Does that sound about right?

MS. FERNANDES:  That sounds about right.

MR. RUBENSTEIN:  And that's what's the driver of that forecasted under-spend, at a high level?

MS. FERNANDES:  Nicole Fernandes, that is largely due to line 13 in the same table that speaks to the CNG and RNG projects and account for about a 76 million variance.

MR. RUBENSTEIN:  Thank you very much, just give me a second here.  In response to your 1.2 Pollution Probe 2(a), and you were asked essentially about status update on the motion to review and the appeal.  And you say that the appeals in  abeyance and you expect to many amend the notice of appeal after the motion decision to take into account the decision in bill 165.

My question is with respect to the $250 million reduction which was part of the notice of appeal but withdrawn from the motion to review.  Is it your plan to still continue the appeal of the $250 million reduction?

MR. STEVENS:  I think it's fair to say, Mr. Rubenstein -- David Stevens -- that no definitive decision has been made on that, but as you point out the reduction in capital budget is not part of the review motion that's in front of the OEB.

MR. RUBENSTEIN:  All right.  Can I ask you about -- and just as reference, looking at 1.10-Staff-48, this is with respect to the offramp.  And the proposed -- I'm not sure what the language is, policy offramp.  Or change that you are proposing in addition to the 300 basis points offramp.  And you talk about in some detail in your response at Staff-48.  And in part (b) as well.  I just want to understand, is that offramp only triggerable by Enbridge?  Or could it be triggerable by another party request to the Board or the Board itself?

MS. FERGUSON:  In response to 1.10, or I.10-LPMA-22 we did note that it could be triggered by others as well, not just the company.

MR. RUBENSTEIN:  Thank you very much.  Can we now go to 1.10-Staff-53.


MS. FERGUSON:  Sorry, you cut out there.  Can you repeat that?

MR. RUBENSTEIN:  1.10-Staff-53.  And the question asks a number of -- there's some questions in part (a) and part (b) with respect to other analysis or other studies that Dr. Kaufmann had undertaken.  And on page 2, under "Gas distribution  TFP." That's on the second page, item number 3 is a Forbes BC, 2023-2024 study.  Was that filed as part of a proceeding or can you just provide some context of what the basis of that engagement was?

DR. KAUFMANN:  That is recently been filed by Forbes.

MR. RUBENSTEIN:  And that either -- can that be filed on record or a link to where that could be located or the docket number?

DR. KAUFMANN:  I'm not aware of the docket number but it is the BCUC, the British Columbia Utility Commission.
MR. STEVENS:  To your knowledge, Dr. Kaufmann, when things are filed with the BCUC are they available online such that we could provide a link?

DR. KAUFMANN:  To the bests of my knowledge, yes.

MR. STEVENS:  We can undertake to provide a link.

MR. RUBENSTEIN:  And I have a couple of others so maybe we'll just hold the undertaking.  On page 3 of the response there is some gas distribution benchmarking studies that you've undertaken.

DR. KAUFMANN:  Mm-hmm.

MR. RUBENSTEIN:  And I was wondering if you could provide both copies of the studies or a link to the studies, if they are publicly available, as well as the docket number, for items 3, 4 and 5.  That is FortisBC, Berkshire Gas and National Grid.

DR. KAUFMANN:  Yes, can I do that?

MR. RICHLER:  JT1.35.
UNDERTAKING JT1.35:  DR. KAUFMANN TO PROVIDE COPIES OF THE STUDIES OR LINKS TO THE STUDIES, IF PUBLICLY AVAILABLE, FOR FORTISBC, BERKSHIRE GAS, AND NATIONAL GRID.


MR. RUBENSTEIN:  And specifically with respect to the gas distribution benchmarking studies, I was wondering if you could provide in addition to that information, if you could provide some explanations of how the methodologies you've used with respect to the benchmarking study you are providing, you provide -- the benchmarking component that you provided in your report differs, or is the same or is similar difference from those that you had undertaken with respect to those three more recent engagements that you have undertaken.

DR. KAUFMANN:  Just a general description of the approach, the benchmarking approach?

MR. RUBENSTEIN:  I want to understand what differences there are.  I mean, I --


DR. KAUFMANN:  Mm-hmm.

MR. RUBENSTEIN:  If they are totally different, then it's -- actually the more different than they are, the less detail I am interested in about the specifics, if that makes sense.

DR. KAUFMANN:  Okay.  Well, they will be very similar between National Grid and Berkshire; Fortis is a little different.

MR. RUBENSTEIN:  It is really as compared to what you have filed in this proceeding.

DR. KAUFMANN:  Yeah, okay.

MR. RICHLER:  So that will be JT1.36.
UNDERTAKING JT1.36:  DR KAUFMANN TO EXPLAIN HOW HIS GAS DISTRIBUTION BENCHMARKING METHODOLOGY DIFFERS.


MR. RUBENSTEIN:  So can I ask you now about a couple of questions with respect to your response to 1.10-SEC-51.  In part (g), we had noted that with respect to the unit cost information that you've provided in the Excel, it's essentially a static number not linked to the various inputs.

And you have provided in response -- I believe it's actually in response to an earlier -- in your response, you note an earlier response where you provided an attachment that provides the linked information, so that you can see all the calculations.  But it's only for the Enbridge Gas, not for the benchmarked, the peer groups?

DR. KAUFMANN:  That's correct.

MR. RUBENSTEIN:  Can you provide a similar information for the peer group?

DR. KAUFMANN:  I am sorry, the -- you want to see what the calculations are for the U.S.?

MR. RUBENSTEIN:  Yes.

DR. KAUFMANN:  Okay.  That's --


MR. RUBENSTEIN:  So you have provided the data but the -- in attachment 2 to your - the Excel attachment 2 to your report --


DR. KAUFMANN:  Yes?

MR. RUBENSTEIN:  -- there is sort of an output tab, and it sort of has it hard-coded?

DR. KAUFMANN:  Mm-hmm.

MR. RUBENSTEIN:  But it doesn't track to actually where in the various tabs in the various calculations you have done --


DR. KAUFMANN:  I believe that's been provided.  I know we've corrected that, and -- so I have already developed a corrected version of that spreadsheet, and a corrected version of the difference between EGI and the U.S.

So it's already been done and I believe it's been -- already provided.  But I can send it to you again.

MR. RUBENSTEIN:  Well, maybe we can just do an undertaking.  And if it's somewhere on the record, someone --


DR. KAUFMANN:  Okay.

MR. RUBENSTEIN:  -- can point to it, just so we don't --


DR. KAUFMANN:  Yeah.

MR. RUBENSTEIN:  -- if it isn't there.  All right.

MR. STEVENS:  We can answer by  undertaking and if indeed the information is already somewhere else, we will point to that.

MR. RICHLER:  JT.1.37
UNDERTAKING JT1.37:  TO PROVIDE AN UPDATED EXCEL ATTACHMENT 2 TO DR. KAUFMAN'S REPORT.


MR. RUBENSTEIN:  Can I ask, for the purposes of Enbridge Gas -- and this may be a question for Enbridge Gas -- how general plant capital additions were allocated to distribution?

So, Mr. Kaufmann, as I understand from looking at some of the underlying for the peer groups --


DR. KAUFMANN:  Uh-hmm.

MR. RUBENSTEIN:  -- you essentially took a share of distribution, gross plant to total plant, and then you used that -- multiplied that by the general plant additions for the peer groups.

But it is not clear to me for Enbridge Gas, when they provided you information with respect to general plant capital, how that was allocated to distribution.

DR. KAUFMANN:  In both cases, they were allocated.  And it's reflected in the tables for EGI, for their TFP tables and the benchmarking table.  So all that, the locations are there within the data.  And they are within the results, as well.

MR. RUBENSTEIN:  I am not disputing that they were allocated.  It is just not clear to me how Enbridge -- how those costs were allocated, the general plant capital was allocated to distribution?

DR. KAUFMANN:  Yeah, okay.  So what it was was, I looked in the initial years for which I had data for EGI, I looked at their total plant and divided that between distribution and non-distribution.  And I took whatever the general plant additions were in a given year, and I sent and allocated that based on those ratios.  So I set a ratio.

You know, whatever the distribution share of overall plant was at the outset, that was the factor -- that was the amount that was allocated to distribution.  And the rest went to non-distribution.  And I believe that factor was 0.76.

MR. RUBENSTEIN:  And why would you use a different approach for the peer group?

My understanding for the peer group, every year you looked at distribution.  Gross plant divided by total gross plant comes up with an allocation factor, and then you multiplied it by the additions.  And you do it for every different -- for every year.

DR. KAUFMANN:  Yes, that's true.

MR. RUBENSTEIN:  Why would you have a different approach?

DR. KAUFMANN:  Mostly because they were just -- it was just a -- well, first, let me say that it had -- it has very little impact on the results for the U.S. sample.  But just because of the way the data were provided, it was much -- it was just a simpler task to kind of set up a formula within the U.S. data.

The Enbridge data were -- I was drawing from a lot of different data sources.  I was kind of combining things.  And the U.S. data, however, just came out in nice, clean chunks, where you could do, you know, a lot of copy and pasting and a lot more tailoring of things like that.

But again, it really doesn't have a material impact on the results.

MR. RUBENSTEIN:  And when you say "on the results", are you talking about the benchmarking or the TFP results?  Or both?

DR. KAUFMANN:  Both results.

MR. RUBENSTEIN:  Can I ask about Staff-83, attachment 1.  This is an Excel spreadsheet.

And this spreadsheet was provided that shows it -- to give you sort of a background here, it reconciles the Enbridge O&M costs that are in the evidence in the Phase 1 evidence, and essentially how the calculations worked to the different categories that were used in the TFP.

And when I look at it, as I understand it, what was done was you took the total actual O&M costs, you excluded DSM and bad debt.

DR. KAUFMANN:  Mm-hmm.

MR. RUBENSTEIN:  And then with the rest of -- let's go to -- I think you call it other O&M, you allocate between distribution, storage and transmission.  And obviously, you only used the distribution components.  Correct?

DR. KAUFMANN:  That sounds, correct.  Yes.

MR. RUBENSTEIN:  So that's the first thing.  And so as I understand how you did the allocation between distribution, storage and transmission of the amounts when you exclude the DSM and the bad debt, is you reference it there.  You say that in the yellow highlighted:  prorated based on 2018 EGD, Union, total O&M split.  Do you see that?

DR. KAUFMANN:  Yes, that's correct.

MR. RUBENSTEIN:  So first of all, who did this?  Is this your table, or is this Enbridge?

DR. KAUFMANN:  This is from Enbridge.  This was the data that was provided by Enbridge.

MR. RUBENSTEIN:  Okay.  So then maybe I guess my questions are to Enbridge.

So first of all, as I understand, by that you mean you took the -- what, the 2018 prorated
 version of how those allocations were in 2018?  Can you help me, help...

MS. FERGUSON:  It sounds like they've taken 2018 as the benchmark and applied it across the Board but I'd have to go check.

MR. RUBENSTEIN:  Okay.  I'm going to tell you what I think based on some of the other tabs here and there will be an undertaking for you to provide your thoughts.  As I understand, if you will it in the LUG allocations and EGD allocations, they are allocations that you've done for both and for the LUG allocations you look at the -- there is a bunch of analysis that go back to -- no, this is not that tab.  Further LUG allocations, where you are looking at, it looks like, from cost allocations that were done for example, in 2013 where Union would have had an approved cost allocation.  And then for the EGD allocations you provide that -- you  will see the 2018 number which would be, I guess, the last Enbridge allocation.  And that's -- and then you've applied that forward for the -- that's the premise of how you've done the allocations, a pro rata of those two.  So I'm going to ask you to undertake to explain exactly how you've done the allocations.


MS. FERGUSON:  Okay.

MR. RICHLER:  JT1.38.
UNDERTAKING JT1.38:  TO EXPLAIN THE ALLOCATIONS IN STAFF 83, ATTACHMENT 1.


MR. RUBENSTEIN:  Does Enbridge actually allocate O&M internally between the various distribution, transmission, storage?  Like, in a given year do you actually do an allocation or is this really an after-the-fact analysis based on some form of allocators?

MS. FERGUSON:  I'm not aware of anywhere where we've done that form of a split elsewhere.

MR. RUBENSTEIN:  All right.  So, if we go back to the EGI tab, this is the first tab.  So, when I look at the other O&M allocated between distribution, storage and transmission, I get about -- and I'm just using 2022 numbers, about 68.4 percent are allocated to distribution.  This is the total of other O&M distribution, and then salaries, wages, distribution.

So, if you could just take that subject to check.  I'm not going to ask you to do the math here.

And when I look back at the Phase 1 cost allocation model that you've provided in response in the Excel version is 7-IGUA-72, attachment 1, and looked at how you allocate O&M costs, again, just -- and I excluded DSM and I excluded bad debt and look how it's allocated in 2024, I recognize it's not a perfect apples-to-apples comparison between distribution, transmission, and storage in the distribution classification, transmission classification, and storage classification I get about 88 percent allocated to distribution.  So, I recognize it's not a perfectly apples-to-apples comparison because you are looking at different years, but I'm trying to understand the drivers of what is a pretty material difference.  Could you undertake and provide that information?

MS. FERGUSON:  Yes, we can go back and do that.

MR. RICHLER:  JT1.39.
UNDERTAKING JT1.39:  TO DESCRIBE THE ALLOCATION OF O&M COSTS BETWEEN DISTRUBUTION, TRANSMISSION, AND STORAGE.


MR. RUBENSTEIN:  And so, Mr. Kaufmann, just to be clear when you used the numbers that were provided for O&M -- that were provided to you -- they were provided to you from Enbridge, you didn't do any analysis of yourself about how they've done the allocations?

DR. KAUFMANN:  No, I guess I just assumed these were Enbridge numbers and they were, you know, vying for the authenticity and accuracy of them.

MR. RUBENSTEIN:  Okay.  And so, if it turns out that it is not correct or not appropriate, that could have an impact on the results of your study?

DR. KAUFMANN:  If the numbers change, yes they could.
MR. RUBENSTEIN:  Thank you.  Now as I understand your study just looks at, for the benchmarking component, just looks at distribution costs, correct?

DR. KAUFMANN:  That's correct.

MR. RUBENSTEIN:  And the outcome of your benchmarking study and your -- and also your TFP study is to determine Enbridge is using that recommendation for the purposes of setting its  productivity and stretch factor?

DR. KAUFMANN:  Correct.

MR. RUBENSTEIN:  That is being applied to more than distribution, it is also being applied to transmission and it is also being applied to components of storage, right?  That make up its rates.  Do I have that right?

DR. KAUFMANN:  Yes.

MR. RUBENSTEIN:  Is Enbridge able to provide a table that shows the component of the revenue requirement, the 2024 revenue requirement, that is covered by Mr. Kaufmann, the Black & Veatch distribution cost as compared to the total revenue requirement that the IRM formula would apply to?

MR. STEVENS:  Sorry, just to be clear, Mark, you're -- starting from the premise, and I'm not saying that this is in an accusatory way, but you are starting from the premise that the Black & Veatch report covers the distribution portion of Enbridge Gas' activities, and asking what proportion of the revenue requirement relates to distribution activities?

MR. RUBENSTEIN:  Yes, and in fact I believe it's even a portion of the distribution activity that in some adjustments to that, so, but yes.  I'm trying to understand what the Black & Veatch report covers this amount of the revenue requirement that is affected by the IRM formula as compared to the total amount that's affected by the IRM formula.

DR. KAUFMANN:  There are TFP studies for both, for both overall operations and distribution operations, they exist.

MR. RUBENSTEIN:  And my question is on the benchmarking component.

DR. KAUFMANN:  No, because the benchmarking is -- the company is being benchmarked against U.S. utilities, almost all of whom have very small storage operations and, you know, so to kind of create a more apples-to-apples it was just -- it was just the distribution services.

MR. RUBENSTEIN:  My question wasn't a criticism of the study.  I was just trying to understand as its comparison to how it will actually be applied --


DR. KAUFMANN:  Yes.

MR. RUBENSTEIN:  -- to Enbridge.

DR. KAUFMANN:  Uh-hmm.

MR. RUBENSTEIN:  Is that something Enbridge can undertake?

MR. STEVENS:  Is that something that we could at least investigate and see if we can provide the answer?

MS. FERGUSON:  Sure, we'll investigate.

MR. STEVENS:  I don't think we know for certain whether we can do it, Mark, but if we're unable to do it we'll report why.

MR. RUBENSTEIN:  Thank you very much.

MR. RICHLER:  JT1.40.
UNDERTAKING JT1.40:  TO EXPLAIN, AS POSSIBLE, HOW THE BLACK & VEATCH BENCHMARKING APPLIES TO EGI DISTRIBUTION.


MR. RUBENSTEIN:  Now, one more question with respect to the cost allocation model.  We talked about how that -- for 2024 how Enbridge uses that with respect to -- and I have an idea of how it does it with respect to O&M costs.  But with respect to capital costs I'm trying to -- I would like -- if you have could undertake to explain how the allocation of general plant capital costs are allocated under the cost allocation model, as compared to what Dr. Kaufmann has done for the purposes of his study.


MR. SMALL:  So, unfortunately I don't think anyone on this panel has the knowledge to do that, but to rephrase your question is:  To inquire about how general plant is allocated as parts of the cost allocation study and compare that against how it was allocated for purposes of the Black & Veatch, I guess, distribution TFP?

MR. RUBENSTEIN:  Yes, I mean Mr. Kaufmann talked about that.  I had asked him about how the capital -- general plan capital additions were allocated, and I think my question is as a comparison to that, how is the 2024 cost allocation model that was proposed in Phase 1, how does it similarly allocate general plant capital?

And I understand you can't do it on the spot.  If I didn't premise that, it would be by way of undertaking.

MR. STEVENS:  We can provide an undertaking to provide our best information on that.

MR. SMALL:  That is how it was proposed in Phase 1, because it wasn't actually implemented.  Right?

MR. RUBENSTEIN:  I understand.

MR. SMALL:  Okay.

MR. RICHLER:  JT1.41.
UNDERTAKING JT1.41:  TO DESCRIBE HOW THE 2024 COST ALLOCATION MODEL PROPOSED IN PHASE 1 SIMILARLY ALLOCATES GENERAL PLANT CAPITAL.


MR. RUBENSTEIN:  In 10.1-SEC-034, we had asked you why the $5.5 million set part of the MAADs decision remained appropriate for the Z factor.

I think we said why is the $5.5 million Appropriate, and you said that was what was set as part of the MAADs decision.

And my understanding in the MAADs decision, the $5.5 million was simply Union's $4 million threshold, plus the Enbridge $1.5 million threshold?  Does that sound about right?

MR. SMALL:  That sounds familiar.  Yes.

MR. RUBENSTEIN:  That would have been set in 2013, I believe, for each of them?

MR. SMALL:  Ballpark is yes.

MR. RUBENSTEIN:  Can you provide the approved revenue requirement, excluding gas costs, for both Union and Enbridge in 2013?

MR. SMALL:  Approved revenue requirement, excluding gas costs, in 2013?


MR. STEVENS:  Yes, we can provide that information by undertaking.

MR. RICHLER:  JT1.42.
UNDERTAKING JT1.42:  TO PROVIDE APPROVED REVENUE REQUIREMENT EXCLUDING GAS COSTS FOR UNION AND ENBRIDGE IN 2013.


MR. SMALL:  I will just caveat, I guess, Edges would have been set as part of its 2014 to 2018 application.  Right?

MR. RUBENSTEIN:  I think you're right.  So I guess we are looking at the 2013 for Union, when it was set in the 2014.

MR. RUBENSTEIN:  Sorry, if you just give me one moment, here.  In 10.1-SEC-48, we had asked us with respect to the ELM, if the evidence says that Enbridge will share utility earns in excess of 150 basis points above the OEB approved ROE on a 50-50 basis with customers.  And we had asked you, is the OEB-approved ROE the approved ROE included in 2024 base rates?  Or the generic ROE determined by the OEB in any given year, in your response.

And you reference that you have provided a similar response in an LPMA IR, but that it would be the OEB's annual generic number.  Do I have that right?

MR. SMALL:  That is correct.

MR. RUBENSTEIN:  And I think you say that's what you have done historically.

MR. SMALL:  That is at least during the 2019 to 2023 period.

MR. RUBENSTEIN:  Can you help me understand why that makes more sense then, what's built into base rates?  Which is my understanding is essentially how everybody else's -- every other OEB usually, who has an ESM, has it?

You should be comparing against what's in base rates, not some number that the Board comes out with every year?

MR. SMALL:  I don't know that it's been formally discussed internally.  I think our proposal was based on just a continuation of what has happened.

Yeah, I think I better leave it at that, then.

MR. RUBENSTEIN:  Okay.  So I guess your answer is you are proposing it because that is what you have done in the past?

MR. SMALL:  Correct.

MR. RUBENSTEIN:  Okay.  Thank you, very much.  Just give me a second, here.  Thank you, very much, panel.  Those are my questions.

MR. RICHLER:  Thank you, Mark.

MR. STEVENS:  If I may, and I just have one quick administrative matter?

MR. RICHLER:  Sure.

MR. STEVENS:  On July 17, Mr. Buonaguro on behalf of OGVG provided a written question indicating what he would be asking panel 1 about.

He has requested that we answer that in writing, rather than wait for his turn to come up, and him to answer -- to ask a question on the record.  And we are prepared to do that.  So I was hoping just to give an undertaking number to the written question from OGVG.

MR. RICHLER:  Sure.  That will be JT1.43.

MR. STEVENS:  Thank you.
UNDERTAKING JT1.43:  TO FILE A WRITTEN RESPONSE TO OGVG'S QUESTION DATED JULY 17.


MR. RICHLER:  Let's take a five-minute break now.  We will come back, and then CCC will be next.  Thank you.
--- Recess taken at 2:44 p.m.

--- On resuming at 2:52 pm.

MR. RICHLER:  Welcome back.  Before I hand it over to CCC, just a  quick administrative matter.  It looks like this panel will probably have to roll over into tomorrow morning.  I understand -- I think it would be more convenient if we could let Dr. Kaufmann leave at the end of today, so he doesn't have to come back, so I would just ask any of the intervenors who are on our list, anyone after HRAI, if you could just let me know me and Lillian, either speak up now or send an e-mail, just to let us know if you have any questions for Dr. Kaufmann, because depending on your answer, we may just re-jig the order a little bit for the rest of the day so you can -- again speak up now or just send an e-mail and we may re-jig things.

All right.  I'll wait for the e-mail.  Ms. Girvan, over to you.
Examination by Ms. Girvan


MS. GIRVAN:  Thank you, panel.  I'm Julie Girvan, on behalf of the Consumers' Council of Canada.  If we could pull up first, it is I.10.1-CCC-48, please.  I felt I had to ask Dr. Kaufmann a  question, so...

So, this is about the negative 1.5 percent productivity factor, and in your evidence, Dr. Kaufmann, you said that it's generally consistent with the offsets that have been approved for U.S. gas distributors.  And I just noted in the answer that you just referred to one jurisdiction and I think there were four decisions and I wanted to find out if you have other examples -- you sort of answered -- or your evidence seemed to be that it's kind of wide-spread and this seems like a very small sample and I wondered if you had other examples?

DR. KAUFMANN:  Well are you asking with respect to gas distributors specifically?

MS. GIRVAN:  Yes.

DR. KAUFMANN:  Okay.  I believe there are two, two of these four are gas distributors and those would be 1920 and 2120.

MS. GIRVAN:  No, no.  I guess what I'm saying is, if you could go up in the question, sorry, you made the comment in your evidence that it is generally consistent with the offsets that were approved for U.S. gas distributors. I just wondered, are there only two cases that that's the case or is it widespread  across the U.S.?  Like, this is just such a small --


DR. KAUFMANN:  Yes.  In retrospect I would probably have rephrased this to say generally consistent with the productivity offsets that have been approved for U.S. utilities, gas and  electric.  And I was referring specifically to -- to I minus X revenue adjustment formulas.  And the -- and there just aren't that  many examples of companies that are doing -- jurisdictions that already doing I minus X total revenue adjustments, but the one that's done the most is Massachusetts.

And Massachusetts -- so that's why I focused on Massachusetts, because they do have a number of different precedents for both gas and electric and they're both kind of in the ballpark of about 1 -- negative 1.5 percent.

MS. GIRVAN:  Okay.  So, it's a very small sample that you've provided us.  I'm trying to reconcile I think you said -- just your comment about it's generally consistent and I thought -- I took that to mean across the U.S. and you've just pointed to two examples, so...

DR. KAUFMANN:  Yes. It's really just there aren't many jurisdictions doing I minus X, but the three most important are Boston, Ontario and Alberta.  And in Massachusetts they do have  explicitly negative X factors.  In Alberta the X factors are  approximately zero but then they have this other adjustment, the K-bar adjustment which really does act quite a bit like a negative X factor.

MS. GIRVAN:  Okay.  Thank you.  If you could now turn to Exhibit I.10.1-CCC-49.  And so, it says here that -- let me just -- if you -- sorry, if you scroll down it says:
"The annual cost for asset life extension projects will be determined following inline inspection, risk assessment, and if required net present value assessment of alternatives to  mitigate intolerable risks."

And then it goes on to say it's too early to project the costs for 2025 and 2028.  And I just wondered, because this is  something you are going to seek recovery of, do you have a ballpark figure?  Have you looked at this?  Is it -- I just have no idea and I'd like to get some order of magnitude.  Particularly if these costs are going to be recovered from  ratepayers during that term.

MR. WERENICH:  Sure.  Ryan Werenich speaking.  I think what we are referring here to is it is challenging to ballpark even at this point, because the EDIMP program has just started this year and we've just kind of embarked on some of our first inline inspection work, it is difficult for us to predict what the outcomes are going to be and what the magnitude of potential work that would be required to reduce the risk.

MS. GIRVAN:  So, you can't provide any ballpark?  And I'm saying is it 2 million, is it 200 million, is it...

MR. WERENICH:  Well, I think the one thing we could reference is, you know, on one side of the scale, we have the three projects that are currently in the AMP for replacement, full replacement.  So, one potential outcome is that the inspection work determines that full replacement is required.  So, at one end of the spectrum I think the total capital cost that is in the asset management plan right now for those three projects would be, you know, if full replacement is required, what our hopes are is that through the asset life extension work that we're doing, that we're able to reduce that amount of capital.

MS. GIRVAN:  And sorry, which three projects?

MR. WERENICH:  That's the Wilson road project, the Martin Grove project and the Port Stanley project that we can provide a  reference to where those are listed as well.

MS. FERNANDES:  It's Nicole Fernandes here.  The reference that you were looking for is I.17-PP-42, which provides the two projects that currently sit in that asset management plan for Port Stanley and Martingrove and the capital cost associated with those two.  The third is outside of the IR term so it has not been included in this table.

MS. GIRVAN:  Okay.  All right.  Thank you.  If you could turn to Exhibit I.10.1-Staff-47, please.  And if you could scroll down.  Keep going.  Sorry.  Keep going.  And the next page, there's a table I believe there.  Yes, there we go.  Sorry.

So table 1 provides a list of discrete projects that Enbridge has identified as having potential for ICM funding, but I took to you to -- when you were in your discussions with Mr. Rubenstein that if you get approved your ICM model, your rate-setting model, that you don't expect to have any ICM requests during the term of the plan; that's correct?

MS. FERGUSON:  That's correct.

MS. GIRVAN:  Okay.  And what would change, in terms of potentially seeking ICM approval for say, these projects?

MR. SMALL:  Ryan Small.  I think the things that would -- that I can think of that would immediately have an impact are if a large economic development project came about that needed to be added in on top of all the extra work, that could cause a capital budget to, you  know, have anomaly or a big amount in a year.  The original statement was written on the assumption that, you know, the parameters of our IRM proposal get approved which include the stretch factor, productivity factors, inflation factors, so all those things play a part.  I think we've articulated that, you know, generally even with those things we still expect a target spending that would be below a threshold.  But you just never know until you have all of the parameters of the plan approved, and see how the ICM threshold kicks in.

MS. GIRVAN:  Okay.  And what makes it different than your previous plan?  Because, I mean, each year in the previous plan, you did have some significant ICM requests?  What's the difference now?

MR. SMALL:  I'm not sure that I can provide a definitive list of things that have changed.  But I think a main thing is that we have rebased and, with the rebasing, with the current rate base and depreciation levels, it kicks out a higher ICM threshold level under most parameters.  So that's a major difference compared to what we had under the prior, you know, the term we are coming out of, the -- just the ICM threshold is higher.

MS. GIRVAN:  So that's your primary -- the primary difference, do you think?  You can take it away and think about it, if you want.

MR. SMALL:  I am just conferring with my colleagues.  And I guess that's our position, is that would be the primary difference.

MS. GIRVAN:  Okay.  All right.  Thank you.

Now in (b) of that same interrogatory response, if you could scroll up?  So this is your new proposal to take -- seek ICM funding potentially as part of the LTC application.  But you've also said that you may well bring it forward in your annual rate application.

I'm trying to understand the process.  How do you decide, let's say if you were going to apply for an ICM, whether to do it in the Leave to Construct versus do it through the annual rate-setting process?  What are the factors that would contribute, one way or the other?

MR. SMALL:  I think as articulated in the start of part (b), I think -- well, not I think -- our proposal is that when it comes time to filing the LTC application, which could be significantly in advance of when the project would be forced to close into service, at that time, we would use our latest available, I guess, longer term forecast, whether that is the LRP or whatever, to come up with a preliminary idea as to whether we -- and we would have forecast inputs into the ICM threshold to come up with what an ICM threshold would potentially be for that prospective in-service year, like, whether that's a year or two years in advance.

And we would be comparing our forecast at the time against a preliminary forecast ICM threshold.

And if it resulted in us being above the ICM threshold, we would include a preliminary ICM -- or an ICM request as part of the LTC.  But that would be subject to update in the actual rate application for the in-service year.

MS. GIRVAN:  So what would the Leave to Construct, I guess, the -- and through that application, what would you be seeking.  Would you be seeking ICM approval?

MR. SMALL:  We would be seeking approval for the fact that the project would be an ICM-eligible project.

MS. GIRVAN:  From that panel, but then ultimately it goes to the rate proceeding?

MR. SMALL:  To determine any rate impacts that would actually implement it.  Yes.

MS. GIRVAN:  Okay.  So through the LTC Application, you would be seeking ICM approval?

It is just not --


MR. SMALL:  Yes, yes.

MR. GIRVAN:  i just want to be clear, we all know what the process --


MR. SMALL:  We would, yes, on the assumption that it qualifies based on our preliminary.  But the final determination of whether it qualifies through a final ICM threshold calculation in the updated in-service forecast for that year, that would be provided as part of the rate application?  Those would be the things to determine the final need for -- I guess -- I am throwing out these little, these key words.  But that's what would determine the final need for ICM treatment.

MS. GIRVAN:  Okay.  Okay, all right.  I will have to think about that.  Thank you.

If you could turn now, please, to Staff -- I10.1-Staff 43?  And this is about the capitalized indirect overheads, and what was approved in Phase 1.  And your proposal is to increase rate base each year over the next five years.

And if you could scroll down, it talks about rate impacts.  So I am just trying to understand, these are the residential rate impacts strictly related to that proposal?  Or are these the rate impacts that are going to result, including this proposal?

MR. SMALL:  Again, none of us are on the panel are on the rate impacts.

MR. GIRVAN:  Do you want me to leave that to them?

MR. SMALL:  But I'll just say, subject to check --


MR. GIRVAN:  Yeah.

MR. SMALL:  -- these are the impacts strictly related to the base-rate adjustment.

MS. GIRVAN:  Okay.  Okay, thank you.

Could you please turn to I.10.1-Staff-48, please.  And this is about your new, I think Mr. Rubenstein called, I think, a policy offramp.

And I am just trying to determine, without a materiality threshold or dead band, how do you decide when you are going to apply for relief.  What factors is Enbridge going to decide -- use, or take into consideration in terms of applying for this relief through this new proposed policy offramp?

MS. FERGUSON:  The request for an offramp in this regard will be tied to a change in legislation or policy that has a more foundational impact, rather than just having a one-time impact with respect to, you know, adhering to a new regulation.

In this case, we're talking about a foundational change such as changing the customer revenue horizon or, if there is legislation at the municipal, provincial or federal levels that would take a significant portion of our customers on the system, off the system, using some other alternative source of heating, that would have a foundational impact on our operating environment.

And that would be the trigger for us to come forward and have the conversation about things like -- I mean, at first blush, I really think it's around our depreciation that we are including a revenue requirement, cost of capital, you know, to deal with inventor confidence, perhaps, in a scenario like that, where there is a significant amount of risk.

You'd also have to deal with capital expenditures, as well, in something like that.

But it is a broad-based, forward-looking, growing impact is what we are trying to get ahead of.  And, to be honest, the reason why we have proposed something like this is we did consider a shorter term.  These rebasing applications do take time, and we are still not done Phase 2, and still have Phase 3 to go.  And it does -- we have to really start, and our pre-process to do some of those studies? - three years in advance.  So it really wasn't -- there really wasn't a trigger point where we could say we could come in a little earlier with, you know, new information.

So this allowed us, allows the opportunity for us to address certain aspects of revenue requirement, rather than the whole cost of service.

MS. GIRVAN:  So it might trigger a change in policy, like, within Enbridge; is that what you are saying?

MS. FERGUSON:  No, it's --


MR. GIRVAN:  And not just a financial impact.  It could potentially change the way you do things within Enbridge?

MS. FERGUSON:  Yes, if there is a mandate around attaching customers or something like that, it would have to change how we operate.

MS. GIRVAN:  Okay, and since, I guess, it's not strictly financial, you did say that it was -- it could be triggered by other people.  Have you confirmed that?  Okay.  Thank you.

Could you please turn to I.1.6-CCC-26, please.  And this is just about the comparisons with the energy comparison data.  Just at the bottom it says you intend to do a scan, a jurisdictional scan but you don't have a timeline yet, but you don't -- you haven't even determined whether its you'd file it with the OEB.  What would your objection be, filing it with the OEB?

MS. MURPHY:  It is Jennifer Murphy.  I don't think we have a particular objection.  We just haven't, in the timeframe between the decision and when we filed the evidence, had an -- put a lot of thought around the jurisdictional scan and what that would look like, so we haven't determined if that would be filed or in what mechanism that would be filed.

MS. GIRVAN:  Okay.  All right.  Thank you.  Just reading through my notes.  Okay.  If you could turn to CCC-35, it's 1.17-CCC-35.  And this is about the cost and the EDIMP variance account.  And you've said that at first you're going to be bringing in incremental labour and that will be recorded in the variance account.  And then, additionally, O&M cost related to  mitigation actions may be recorded in the DIMP account.  So, do you have an estimate of those costs?  You've got, in 2024 the DIMP -- and EDIMP costs are 12.5 million.  But in terms over and above the incremental labour, do you have any sense of ballpark what the potential cost impact might be from these incremental costs?

MR. WERENICH:  Ryan Werenich.  And I think it's back to the answer I provided previously, it is the same type of discussion.  I think it's still too early at this point to really be able to put up a good ballpark number on what those additional costs could be if we are able to use O&M cost to offset full capital replacements.

MS. GIRVAN:  But no, are you can't, again, I'm kind of looking at some goal posts there.  I mean, 2 million, 200 million.  I have no idea.

MR. WERENICH:  It would be really hard to speculate at this point, provide a meaningful number, I think, quite frankly, but hopefully I think towards the end of this year or into next year  we'll have a much better idea.

MS. GIRVAN:  Okay.  All right.  Thank you.  If you could turn now to the I.1.17-Staff-19.  And I think I missed -- I had to step out for a couple of minutes.  Mr. Elson may have asked you about this, but it says that:
"EGI is proposing to  engage the IRP technical working group and other stakeholders in a collaborative process to determine if there's a technically and economically feasible system pruning IRP pilot to pursue."

And did you indicate what the timing of this is this morning?  I may have missed it.

MS. MURPHY:  Jennifer Murphy.  Yes, Mr. Elson did ask that.  We haven't established a timing at this point in time.

MS. GIRVAN:  You haven't.  And can you explain to me how the IRP technical working group operates?  I'm familiar with the DSM stakeholder advisory group, which is more of an advisory group -- obviously, because that's why is it's called the stakeholder advisory group -- but is the IRP working group, the  technical working group, is it -- I know it was set up through the Board.  Is it consensus based, like, or is it like the DSM group where you're basically getting advice from various stakeholders but ultimately it's Enbridge that brings forward the proposals?  I'm just not familiar with it.

MS. MURPHY:  Jennifer Murphy.  I'm not familiar with the DSM side, so...

MS. GIRVAN:  But you're going to be.

MS. MURPHY:  We'll get there, yes.  And fairly new to the IRP technical working group, but I'll give it a stab.  So, my understanding of the IRP technical working group is that it has an objective of providing input to Enbridge Gas and assisting us in how we implement IRP, as well as assisting, of course, the Board in making sure that the IRP framework is being implemented appropriately.  So, we are hoping as we work through the system pruning, that we are not just necessarily taking proposals to them and saying, "Hey, what do you think", but hoping that it can be a collaborative process where we can find out what the experts on the technical working group know about pruning in other jurisdictions, for example, and that's something that they could bring and present and provide input to us.

We're hoping for it to be collaborative but generally it  does work, I think as you've described for the DSM side where Enbridge would bring forward a presentation or some thoughts on a particular topic and we seek their feedback.  My experience to date is not necessarily that it's consensus-based.  We don't  have to get a consensus to move forward but we try to get their thoughts and input and incorporate that into the path that the company ultimately takes forward.

MS. GIRVAN:  Do you know how often the group has been meeting?

MS. MURPHY:  Currently we're meeting about every two weeks.  I think that's been the cadence, there has been some pauses but that's the current cadence again.

MS. GIRVAN:  Okay.  So, I just have one last question and I apologize I don't have the exact reference but it's, again, with this asset life extension and the quote that I had was that the scope is expected to an be initially focused on enhanced distribution integrity management, but this could evolve to  include additional assets within DIMP or other integrity management plan sub programs.

And I just wondered, would this evolution be within the rate plan term or would this be something you'd have to come back to the Board to get approval of in terms of -- because you're seeking recovery of those costs?

MR. WERENICH:  Ryan Werenich.  I think at this point there aren't any concrete plans to expand that concept of asset life extension.  I think over the rate term we're focused on EDIMP and that subset of pipelines.

MS. GIRVAN:  Okay.  All right.  Thank you.  Those are my questions, thanks Ian.

MR. RICHLER:  Thank you, Julie.  Next is Pollution Prove.  Mr. Brophy?

MR. BROPHY:  Yes, we're prepared to go.  I didn't know if the order was changed but I'll just proceed.

MR. RICHLER:  Thanks for offering.  I have heard back from almost everyone and none of them have questions for Dr. Kaufmann, other than Mr. Shepherd, so I think if you go, and then Mr. Shepherd, I think we'll --


MR. BROPHY:  Done today.

MR. RICHLER:  -- be fine.
Examination by Mr. Brophy


MR. BROPHY:  Okay.  Great.  Thank you.  Good afternoon, panel.  My name is Michael Brophy and I'm here on behalf of Pollution Probe today.  I just have a couple of questions and try and keep us on board so you can hopefully enjoy a little bit of this sunny July day.

So, let's start with a question on the Enbridge communication materials and this is Pollution Probe 28(a), I don't think you have to pull it up but I'll just tell you the question and if we need to pull it up for sure.  So, in Pollution Probe 28(a), Enbridge confirmed that the Globe and Mail ad that was included -- that we were asking about.  And there is a few other Globe and Mail ads.  We just gave one as an example.  This is included -- it is part of the Enbridge's Tomorrow is On ad campaign, which was launched in 2022 through various forms of media including print.  Is the panel familiar with that?

MS. FERGUSON:  Yes.

MR. BROPHY:  Okay, great.  Thank you.  So can Enbridge provide a copy of the print ads from the "Tomorrow Is On" campaign?  And I just ask for print, because it is obviously difficult to provide radio and the other things.  And I understand there is only a few print ads that were actually done.


MR. STEVENS:  Fair to say, Mike, that you're just looking for ads that would have run in Ontario?

MR. BROPHY:  I am fine with that, yes.

MR. STEVENS:  If we can find such things, I think we could produce copies of them.

MR. BROPHY:  Okay, great.

MR. STEVENS:  I can't promise you what's available or what's not.

MR. BROPHY:  Great.  Thank you.

MR. RICHLER:  JT1.44:
UNDERTAKING JT1.44:  TO FILE PRINT ADS THAT RAN RELATED TO THE "TOMORROW IS ON" CAMPAIGN


MR. BROPHY:  And as I mentioned in Appendix A to Pollution Probe 28, when we filed that interrogatory we provided an example of one of the ads.  And it was extracted online, as best quality as we could extract.  But it is difficult to read some of material, especially the footnotes that are kind of under the wording.

So the ad you'll provide, would those be clear?  Or would you really need the source files to be able to read, say, the footnotes from the advertisements?

MS. GUPTA:  We can try and provide copies which are -- sorry, Priyanka Gupta.

We can definitely try and provide copies to the extent that they are still available, that are -- that you are able to read the footnote.

MR. BROPHY:  Okay, thank you.  That would be terrific.

Okay.  Also, in that interrogatory, Enbridge indicated that the advertising campaign, "Tomorrow Is On", is run through Enbridge Inc., and Enbridge Gas does not directly contribute to the campaign spending, even though it's to promote Enbridge Gas.

I get Enbridge Inc. places the ads and coordinates it, but does Enbridge Gas contribute in any way to Enbridge Inc. for that advertising?  Or it is just totally shareholder funded, without any ratepayer contributions?

MS. GUPTA:  So, as indicated in the response, Enbridge Gas does not directly contribute to the campaign spending.  However, Enbridge Gas does coordinate and collaborate with Enbridge Inc. to ensure that the content in the ad is relevant to the Ontario audiences.

MR. BROPHY:  Okay.  So it would be like FTE time to work or coordinate.  But, as far as the funding to place the ads or the ad firms, I guess, develop the ads, no money comes from -- I guess the word, "direct", it's the word I am struggling with.

I guess it would be direct or indirect, is what I am asking about.

MS. GUPTA:  I need a minute to confer, on that one.

MR. BROPHY:  Sure.

[Witness panel confers.]


MS. GUPTA:  Priyanka Gupta:  There is a possibility that there is indirect contribution through the cost allocation model.  However, as far as my knowledge goes, I am not aware that we would be able to, you know, parse out and say what of that is allocated to this particular campaign.

MR. BROPHY:  Okay, so just to clarify, Enbridge Gas provides funding not to Enbridge Inc. through, you know, normal, whatever you call it -- I am not going to call it affiliate, you know, funding or whatever the proper term is.

And they may use some portions of that.  You don't really know, but it's possible.  And you wouldn't have visibility, whether they use that specific funding or not for the ad campaign?

MS. FERGUSON:  Tanya Ferguson.

If there are any costs being transferred, it would be part of the cost allocation methodology.  And specifically related to this campaign, we are not aware of what the amounts were -- would be.  But there isn't a separate funding mechanism for advertising campaigns, if that's what you're getting at.

MR. BROPHY:  Okay.  Would you be willing on a best-efforts basis to find out if there's information related to that?

MR. STEVENS:  I think the witnesses have said that there is the general CFCAM funding.  And that funding generally supports Enbridge-wide activities that benefit the various business units.  And theoretically, some of those funds could be used by Enbridge Inc. towards this.

But there is no sort of -- we use this term, sometimes -- "colour coding" of the dollars, to say what flowed back.

So I am not sure that we will be able to find out anything more detailed, or direct, Mike, that will say which of the general funds that flowed from Enbridge Gas to Enbridge Inc. could have been used for this particular advertising campaign.

MR. BROPHY:  Okay.  And I don't want to make a lot of work that you don't think is possible to get an answer.  Maybe you can just provide the reference on that fund; I am assuming it's in the evidence somewhere that you and your team --


MR. STEVENS:  It's the CFCAM methodology that was described in Phase 1 as part of the O&M budget.  It is the general overall corporate cost allocation methodology used within the Enbridge companies.

MR. BROPHY:  Okay.  So it would be within the amounts in -- well, discussed in Phase 1.  And then this deals with the 2025 to 2028, in --


MR. STEVENS:  Yes.  In Phase 1, the CFCAM methodology, which it is probably redundant -- the "M" is probably "methodology."  But CFCAM was discussed, and lots of evidence was provided as to how it operates.

MR. BROPHY:  Okay.  I am going to leave that one there.  I am going to go back and take a look at that material from Phase 1.

Just a slightly different -- well, not more -- more than slightly, a different topic:  And this is in relation to Pollution Probe 1?

Thank you for the table 1 in Pollution Probe 1, which sheds light on the incremental $17.8 million in revenue related to 2024 that is being requested in Phase 2.

And I understand that the $17.8 million is an amount for the 2024 revenue requirement that's incremental to what was approved in Phase 1.  Is that correct, so far?

MS. FERGUSON:  Tanya Ferguson.  Yes.

MR. BROPHY:  Yes.  Okay.  Great.  And can you provide a copy of table 1 from Pollution Probe 1 with a column that shows the amount from the 17.8 million against each of the items noted in table 1; is that possible?

[Witness panel confers.]


MR. SMALL:  Sorry, Ryan Small.  So in -- in the filed evidence at Exhibit 1, Tab 3, schedule 1, which is an administration document, are we do provide a breakout of how that deficiency or the drivers of it.  So, 18.1 million is related to the impact of Dawn to Corunna and then it is offset by .2, related to the impacts of updates for unregulated storage allocations.  And I will say there is an impact of negative .1, which talks about working capital in rate base.  Off the top of my head I'm not 100 percent sure exactly if that was tied to unregulated applications as well or not but, I mean, it is  primarily Dawn to Corunna that provided.

MR. BROPHY:  So, there was more items and that's, I guess, what was confusing me is more items in the response to Pollution Probe 1.  So, if Dawn to Corunna is one of them then the other items would be smaller amounts.  Is that something that you would be able to provide?  I wasn't able to map the items in the response table 1 to Pollution Probe 1 back to the evidence that you are talking about.

MR. SMALL:  Okay.  Yes, maybe I need to take a full read of Pollution Probe 1 again.  I would assume a lot of the things that are in there probably don't have a revenue requirement impact so I was referring to the specific things that have a revenue requirement impact.

MR. BROPHY:  Maybe just if we can just put up the table 1 from Pollution Probe 1 again because that might be handy for you to just take a look at, and there are some items in there where it has an N/A.  I get it, because there is probably no impact as you're saying but then other ones don't have that.  So, we're just looking for the amounts.  And, you know, if you go back and you find that it is a zero or N/A to other items then please feel free to add that in.

MR. SMALL:  Okay.  I would think that we could do that then, yes.

MR. BROPHY:  Okay, thank you.

MR. RICHLER:  JT1.45.
UNDERTAKING JT1.45:  TO PROVIDE FIGURES FOR ADDITIONAL ITEMS IN THE RESPONSE TO POLLUTION PROBE 1.


MR. BROPHY:  Okay.  And just another quick question on the 17.8 million related to the 2024 revenue requirement.  We can pick an item.  I guess technology fund.  Let's just use that, was in the table as an example.  So, 2024 is half over and will likely be over before there's a decision for Phase 2.  So, how can -- how can you spend money relating to some of the items some of the items in 2024 if you don't have OEB approval yet to do that?  Why do you need the 2024 revenue requirement money for items where you won't have approval until 2024 is going to be  over?

MR. SMALL:  Again, I haven't had a chance to read the full context of this question, but the energy technology fund, we're not looking to implement that until 2025 subsequent to a  decision in Phase 1 -- or Phase 2, sorry.  Pardon me.

MR. BROPHY:  Okay.  I guess I'd have to go back to each item but it was the point of if it's 2024 revenue requirement apply to cost in 2024, right, to items?

MR. STEVENS:  Just to be helpful, Mike, the ETTF is a little bit different in that it's being recovered through a rider so it wouldn't show itself up in the deficiency calculation.  So, whether it was for part of the year or all the  year or none of the year for 2024 would not impact the 2024 deficiency, the ETTF example.

MR. BROPHY:  So, ICM can was another item in the list.  Is the same true for ICM for 2024?

MR. STEVENS:  I think Enbridge's evidence is it has no forecast of using ICM.  In any event, ICM would not be relevant  during a test year as opposed to during a rate adjustment year.

MR. BROPHY:  Okay.  I will leave that there and I can look at the table info that you are going to provide.  Thank you.  That actually answers another question I had here.

Okay.  The next question relates to ED-18, attachment 2, page 18.  I think you talked about this exhibit a little bit with Mr. Elson this morning.  Okay, that's it.  Perfect.  Thank you very.  And then you'll see under the Clean Energy section of the slide, so it's the bottom-left that Enbridge indicates that removing a tonne of CO2 with electrification costs $289 and that an integrated approach or, I think what Enbridge called the diversified approach in Phase 1, costs $129 to reduce the same tonne of CO2.  Do you see that?

MS. MURPHY:  It's Jennifer Murphy.   Yes, we do.

MR. BROPHY:  Okay.  Great.  Thank you.  Can you provide the sources of the numbers in the calculations used to arrive at those values?

MS. MURPHY:  I believe the source of that information, this is a bit of an older graphic so this was before we had the values that came out of the Pathways to Net Zero study that was discussed at great -- in Phase 1.  So, I believe that these numbers came from a Canadian Gas Association study that was  done -- oh, I'm not sure of the year, but it was done previous to when the Pathways to Net Zero study came out.

MR. BROPHY:  Okay.  So, maybe I just asked for you to take that away and confirm that and provide the source of the  numbers and the calculation or if it is a reference from a CGA study, that reference is fine.  And then if you can also -- I think you're indicating that if your memory's correct that these are older numbers and now you've replaced it with -- or are replacing it with values out of the net zero study that was discussed in Phase 1.  So, then we would use that instead of these, I think is what you're suggesting?

MS. MURPHY:  Jennifer Murphy.  I think if we wanted to show a dollars per tonne comparison between an electrification  pathway and a diversified pathway that, yes, we wouldn't rely on the CGA study because it is a little bit older, so we have our Pathways to Net Zero or there may be other studies that come out  that we would rely on but, yes, that would -- Pathways to Net Zero would be one of those.

MR. BROPHY:  Okay.  So, can you undertake to provide the source of those numbers?

MR. STEVENS:  I think Ms. Murphy said it was from a CGA study and it's since been superseded or overtaken by more recent information which you're aware of.  Is it important to have a copy of the study from these old advertisements that aren't used anymore?

MR. BROPHY:  Well, I am glad you asked.  It is because, as you know as discussed this morning, this interrogatory was in relation to recent information and presentations.  And I only took you to one slide, but this information is on many different decks and slides that we would go through.  So I just wanted to be able to take a look at the basis for that, because it is information that's been recently provided to stakeholders.  And I want to understand the basis for that.

MR. STEVENS:  Okay.  Well, I had heard Ms. Murphy say something different in terms of the recency of this information.  Would it be possible, Jennifer, to find a reference to the CGA study in fairly short order?

MS. MURPHY:  Jennifer Murphy:  Yes, I believe we have it.

I think it's available online, so we could provide a link or provide a copy of a -- I am not a hundred percent, but I do believe that's possible.

MR. STEVENS:  Okay.  Well, on a reasonable-efforts basis, we will provide you with the information we have, Mike.

MR. RICHLER:  JT1.46.

UNDERTAKING JT1.46:  TO PROVIDE A REFERENCE OR FILE A COPY OF THE CGA STUDY.


MR. BROPHY:  Great.  Thank you, very much.  Okay.  The next question is related to the response to Pollution Probe 5(b) and (d).  In that response, Enbridge indicates that with the exception of proposals for the low-carbon voluntary program, and RNG in the gas supply commodity portfolio, the energy transition technology fund and the low-carbon energy project, all of the safe-bet actions listed have been discussed as part of Phase 1.

So I think what you're suggesting is that there is some new, safe-bet requests and items for Phase 2.  But there are some that were discussed at length in Phase 1.  And I am aware of that.

Does Enbridge believe that any of the safe bets were approved, or approvals were granted by the OEB in Phase 1?  I know there was a lot of discussion, but I am not aware of any approvals against any of the safe bets on the list.

MS. MURPHY:  Jennifer Murphy:  I think when you look at the list that you have provided in the question, there's actually a number that didn't have a specific ask within these ones.  So we have said those two are the remaining for Phase 2.  But, for example, maximizing energy efficiency, there wasn't an ask at all in rebasing; that's dealt separately through the DSM proceeding.

So, in our minds then, it's just the fund and the low-carbon voluntary program that are the two asks that are being discussed in Phase 2.

MR. BROPHY:  Okay.  So there weren't any approvals related to safe bets in Phase 1?

MS. MURPHY:  Just give me one moment to read the list.

MR. BROPHY:  Sure.

MS. MURPHY:  I don't believe there was any specific approvals.

There are a few items that I believe have capital associated with them that would have been in the asset management plan.

So, for example, I believe we have capital, and Ms. Fernandes may jump in and support this answer.  But I believe we have capital, for example, for supporting RNG projects, compressed natural gas projects.  So those are part of the third line and the fourth line.

And then there was also funding related to the hydrogen study, for example, that was an asset management plan.  And that falls into, I think, one or more of these categories.

So I don't I don't think there are specific approvals in those cases, but it would have been part of the capital budget.

MR. BROPHY:  Okay.  Thank you, for that.  And my understanding is in Phase 1 there was a capital envelope approved, but Enbridge didn't request and the OEB didn't provide specific asset management or specific project approval.  So Enbridge goes away and, you know, makes decisions, you know, based on capital projects.  But it's not a specific list that was approved.  Correct?

MS. FERNANDES:  Nicole Fernandes:  Yes, that's correct.

MR. BROPHY:  Okay, great.  Thank you.  I just have one last area of questions, here.

And this relate to Pollution Probe 6(d).  In 6(d), Enbridge indicates that it chose end use GHG or C02 calculations, instead of life-cycle calculations because that's what's used by the Ontario emissions performance standard.  Is that correct?

MS. MURPHY:  Sorry, I just need a moment to review that.

MR. BROPHY:  Sure.

MS. MURPHY:  Yes, I see that.

MR. BROPHY:  Okay, thank you.  And what is the Ontario emissions performance standard?  What is it used for?

MS. MURPHY:  I'm sorry, Mr. Brophy, I just didn't hear you quite well, there.

MR. BROPHY:  Okay, sure,  And what is the Ontario emissions performance standard used for?  It's not an OEB standard, right?  It is from something else?

MS. MURPHY:  That's right.  It's a government policy, where they have set a certain annual threshold for emissions.  And anybody that emits higher than that is then covered by this emission performance regulation.

MR. BROPHY:  Okay.  So, like, an end-user site is kind of limited, or they draw a circle around the site and you have a limit.  And if they, you know, go over it, I guess they pay or something like that?  Is that --


MS. MURPHY:  That's right.  It's a carbon pricing mechanism.  And so it would cover large industrial companies, essentially.

MR. BROPHY:  Thank you.  And can you provide either a copy or the reference link to that standard?

MS. MURPHY:  I could.  It is also available, if you were to search on the Ontario government laws website, you could find that.

MR. BROPHY:  Okay, yeah.  If you could provide that, that would be --


MR. STEVENS:  We will provide a link to the Ontario government standard.

MR. RICHLER:  JT1.47.
UNDERTAKING JT1.47:  TO PROVIDE A LINK TO ONTARIO GOVERNMENT WEBSITE RE ONTARIO EMISSIONS PERFORMANCE STANDARDS PROGRAM

MR. BROPHY:  Great.  Thank you, very much.  Those are my questions for today.

MR. RICHLER:  Thank you, Mr. Brophy.  Mr. Shepherd, you are up next.  Yes, okay, let's take a five-minute break, and then come back with Mr. Shepherd.

MR. RICHLER:  Thank you.  All right.  Fair enough -- 10 minutes.  That is 4:02.

--- Recess taken at 3:52 p.m.

--- On resuming at 4:04 p.m.

MR. RICHLER:  Welcome back.  Just a quick note, I have confirmed with everyone else.  After Mr. Shepherd, none of them have any questions for Dr. Kaufmann, so we won't be changing the order.  Mr. Shepherd, please go ahead.
Examination by Mr. Shepherd

MR. SHEPHERD:  Hi Larry.  So I'm going to start with questions for you and I'm really just sort of trying to  understand one answer you gave.  The reference is I.10.1-HRAI-39.  And basically the premise of the question is that if the business of Enbridge is changing in some material way then that effects studies of what's the appropriate inflation factor, what's the TFP, et cetera, applicable to that changing business.

And your answer appears to me to be "No it doesn't" and I didn't understand that.  Could you -- could you sort of explain that a bit please?

DR. KAUFMANN:  Okay.  Could we scroll up to take a look at this Q&A?  I actually don't have much of a recollection about this but let me just review it.

MR. SHEPHERD:  The key thing I'm concerned with is your answer in (d) that says:
"BD's analysis and recommendations will not be impacted by forecasts of business changes."

MR. SHEPHERD:  Okay.  Yes, the rationale for that is that the X factor, there is a well defined framework for computing and implementing an X factor.  And that framework is -- it's built around a competitive market paradigm.  You want to develop rate trajectories that reflect how a competitive market would be  setting prices if it were possible to have a competitive market for services that are subject to distribution.  And so, in that sense, I think it's important to stick with the basic framework for the -- for the -- for the I minus X mechanism.  And if there are other elements that impact the business operations or that are  reflected elsewhere, then I think of it could make sense to amend the plan in other ways to reflect that.

But in terms of my work and of the recommendation I would use, I wouldn't -- I wouldn't try to integrate those elements into my analysis just because the analysis is designed to be rigorous and to kind of use it very well, you know, a well defined framework.  So, if I start departing from that, I just feel like, you know, it's just a little ad hoc, you know.  I mean, there's always other things going on, and so this is kind of the bedrock, the way I look at it and this is the way the I-X  mechanism is determined and so that is what it is.  But then, if there are other elements that are important and that are impacting the general environment or the business, then there are other parts of the plan and other things that you can do  within the plan to reflect those.

MR. SHEPHERD:  Well, so two questions about that.  First of all, the X factor framework that you are talking about is well defined and I agree it is.  We've been using it for years.  That's based on a fundamental assumption that the business will continue the same trajectory in the future.  That's the whole -- you talk about this simulating competitive market outcomes, as I'm quoting from your report.  And it does that because if the business continues on the same trajectory, then what happened in the past should be a reasonable estimate of what's going to happen in the future, right?

DR. KAUFMANN:  Right.

MR. SHEPHERD:  And so, that's a no change environment.  True?  Or --


DR. KAUFMANN:  It is kind of a continuation of business as usual, yes.

MR. SHEPHERD:  Okay.  So, the reason I ask that is because you then said, "Well, keep to that."  But if the underlying assumptions of that framework is wrong, then why would you keep to that?

DR. KAUFMANN:  Well that's a good question. Actually when, I guess, I first looked at this, I didn't pick that up that that's what you were really -- maybe that's very clear in here but for some reason I didn't -- that's not what I saw when I read this and we were all reading a lot of IRs and responding to that --


MR. SHEPHERD:  Understood.

DR. KAUFMANN:  -- in a short period of time.  But, yes, I agree that if it really is the case that the future is going to be very different for any utility company then yes, perpetuation and a continuation of past trends probably -- it depends on the magnitude of the change -- but you should certainly look at the possibility that that is not going to be a viable mechanism going forward.  So, and that could mean that there could be adjustments in the framework and in the I minus X mechanism and, in fact, I talked been this with Enbridge.

MR. SHEPHERD:  Yes.

DR. KAUFMANN:  And about whether that would be relevant going forward, given Phase 1.  We didn't do that because those changes didn't take place, what was expected at the time, but by did start to think about that, start to think about what would be a reasonable model and, you know, there are a number of ways you could approach that.  So, yes, now that I understand that  that's what you were talking about, I do think it can make sense to have a different framework.

MR. SHEPHERD:  So, what you said earlier which I think is still correct, tell me if I'm wrong, is start with the basic framework, don't mess with the basic framework, but then adjust the plan in other ways if there are -- upcoming changes that will effect what's reasonable.  That's essentially what you said, right?

DR. KAUFMANN:  Yes.

MR. SHEPHERD:  What are those other ways that you're talking about?

DR. KAUFMANN:  Well, I think one was the company is proposing this second offramp.  And that's to deal with big changes that might be coming down the road.  And I think that's -- that's a concept that deserves to be considered.  I think it needs to be fleshed out a little bit in terms of what the -- you know, what the sort -- to put a little bit more specificity on what might happen and what a reasonable adjustment might be.  And I know that's difficult because it's really that that offramp is really kind of designed to respond to the unpredictable.  So, I know that's not going to be, you know, you can't -- there is still going to be an element of that.  But I think that's one example of a way to have some type of condition that could be responsive to very big changes in the environment.

MR. SHEPHERD:  Okay -- what you appear to be implying is that if it comes to the point where they need an offramp --


DR. KAUFMANN:  Umm...

MR. SHEPHERD:  -- the I minus X framework isn't going to work anyway.  It is sort of by definition.

DR. KAUFMANN:  That's fair.

MR. SHEPHERD:  So, you shouldn't be doing that.  You should go look for some other way to adjust rates, fair?

DR. KAUFMANN:  Yes, some adjustment.

MR. SHEPHERD:  Okay.

DR. KAUFMANN:  So, I can give you an example.  In Massachusetts which I've talked about a lot because there's a lot going on there --


MR. SHEPHERD:  Sure.

DR. KAUFMANN:  -- the last incentive-based plan that was approved for National Grid.  They were not going to have enough -- they wouldn't have been able to generate enough revenue that they would need to make -- to finance the investments that they have to finance for the energy transition, all very much premised on the energy transition.  And so, they had to -- so basically they didn't file a typical I minus X formula.  What they did was they had a very complicated plan with a lot of different incentives integrated into it, a capital tracker with -- based on projected capital spending and a more limited I minus X that just applies to O&M.  That's kind of the essence of it.

So that's what they've done.  That's one example of a company that saw a future where I minus X wasn't going to work for it.

There was no way it could generate the revenues they needed.  And because of that, they didn't throw it out.  It is still an element, but they had to kind of build a different plan around that, that gave them the ability to file for much more in terms of capital recovery.

MR. SHEPHERD:  So, I mean, that sounds very much like custom IR by the way.

DR. KAUFMANN:  It is.

MR. SHEPHERD:  Their problem was increasing costs --


DR. KAUFMANN:  Right.

MR. SHEPHERD:  -- associated with the energy transition.  But, of course, in the case of Enbridge, it's declining outputs.  Right?

DR. KAUFMANN:  Yeah.

MR. SHEPHERD:  So you have mentioned in your report that 30 percent of the TFP decline is slowing output growth.  Right.

DR. KAUFMANN:  Could you repeat that?

MR. SHEPHERD:  Yeah.  Thirty percent of the TFP decline is slowing output growth.

DR. KAUFMANN:  Yes.

MR. SHEPHERD:  That's at page 13 of your report.  And --


DR. KAUFMANN:  I believe I was referring -- was that to my TFP study, or Dr. Lowry's?

MR. SHEPHERD:  No, I think it was yours.

DR. KAUFMANN:  Okay.

MR. SHEPHERD:  I could be wrong, but I think it was yours.  But your data was till 2016, is that right?

DR. KAUFMANN:  It was 2016( sic) through 2022.

MR. SHEPHERD:  Okay, okay.  Are you seeing a trend?

DR. KAUFMANN:  Sorry, 2006 through 2022.

MR. SHEPHERD:  Are you seeing a trend of declining output growth in your data?

DR. KAUFMANN:  It's been happening for EGI, as well.

MR. SHEPHERD:  So do you think that that trendline then -- because that trendline is picked up in your data.  Right?

DR. KAUFMANN:  Yes.

MR. SHEPHERD:  Do you think that is covering the potential energy transition changes, already?

DR. KAUFMANN:  Not really because, I mean, to some extent that reflects policy changes.  But I think a lot of it just has to do with the growth  patterns within Enbridge's service territory aren't as --


MR. SHEPHERD:  Okay.

DR. KAUFMANN:  You know, the territory is not growing as fast as it was.  So I think that's part of it, as well.

MR. SHEPHERD:  So you're aware that I'm here on behalf of HVAC contractors.

DR. KAUFMANN:  Yes.

MR. SHEPHERD:  And they are concerned about what is going to be an affiliate business, Enbridge Sustain, which is basically saying well, if the energy transition is going to hurt us in the regulated utility, then we'll have an affiliate which is unregulated, which will do the other side of the energy transition and help us make money that way.

DR. KAUFMANN:  Mm-hmm.

MR. SHEPHERD:  Which is a sensible approach, by the way.  We don't like it, but it's sensible.

And so my question then is if that's happening, if that sort of thing is happening, would you look at TFP and the I minus X, combining the two?  Or, because part of it is unregulated, you would ignore that and just treat the regulated component as declining?  Which is the right way to do it?

DR. KAUFMANN:  That's a complicated question.

MR. SHEPHERD:  I try to ask complicated questions.

DR. KAUFMANN:  I don't know that I have a perfect answer to a scenario.  But I do think it makes sense to consider alternatives.

MR. SHEPHERD:  Can you undertake to try to answer that question in writing?  -- best efforts.

DR. KAUFMANN:  I could.

MR. STEVENS:  The question being?

MR. SHEPHERD:  The question being if you have a decline in the gas distribution business, but you have an unregulated affiliate that was growing in essence on the other side of that energy transition equation, should you consider both when you are looking at TFP and I minus X and those issues?

MR. STEVENS:  And is there, Jay, an order of magnitude assumed in your question?

MR. SHEPHERD:  No.  No, it is a --


MR. STEVENS:  I mean, it strikes me it would matter how -- if the directional impacts are offsetting, it's one thing.  If, on the other hand, business No. 2 is growing -- is a small portion of business No. 1, then that is a different question.

MR. SHEPHERD:  Well, what I'm asking is the conceptual question.

I'm asking what's the correct way to look at it from a productivity point of view.  I'm speaking to an economist and asking the economist to give me his answer.

And, if materiality is part of the answer, that's fine.  But I am not making the argument that just because that's happening, somehow we have to assume that Enbridge Sustain is going to grow rapidly.  That's not the point.

The point is what's the right conceptual way to look at productivity in those circumstances?

MR. STEVENS:  Understood.

DR. KAUFMANN:  This is a speculative framework or scenario, going forward.

MR. SHEPHERD:  Yeah, yeah.

DR. KAUFMANN:  Yeah, okay.

MR. STEVENS:  It sounds like Dr. Kaufmann is prepared to provide you with any extra impressions or thoughts he has on that question.

MR. SHEPHERD:  Thank you, so much.

MR. RICHLER:  JT1.48.
UNDERTAKING JT1.48:  DR. KAUFMANN TO PROVIDE ANY FURTHER IMPRESSIONS OR THOUGHTS ON THE QUESTION.


MR. SHEPHERD:  Okay.  And I just have a couple of other questions -- no, you know what?  I am going to leave those.  Thank you.

MR. RICHLER:  Thank you, Jay.  Next up is Three Fires Group and Minogi.  Nick?
Examination by Mr. Daube


MR. DAUBE:  Hi, everyone.  My questions are all with respect to Exhibit I.1.17-TFG/M-5.  I can say that again.  If people need it:  Exhibit I.1.17-TFG/M-5.  That's it, thank you.

So those questions were with respect to the energy transition considerations that Enbridge is proposing for its new ALE approach.

And these are just a series of clarification questions.

So in the first paragraph on the next page, that is it.  Enbridge states that this sensitivity analysis is not contemplating different complex energy transition scenarios or pathways.  That's in the middle of the paragraph.

And my question is why isn't Enbridge contemplating different complex energy transition scenarios or pathways as part of this analysis?

MS. MURPHY:  Jennifer Murphy:  I think when we say that we are not contemplating different complex energy transition scenarios, what we're thinking is -- if you think back to the Pathways to Net Zero study, that took significant time, significant cost.

It's not something we would do for every project, for example.

So we're not looking to repeat that type of a complex energy transition pathways study.

So what we're looking at doing, and the response that's through paragraphs that are in response to (a) to (g), really outlines the methodology that was used when we did a sensitivity analysis that we filed with the St. Laurent pipeline application.

So we are looking to very different assumptions, and get a -- you know, we're not just taking one picture and saying what does it look like in this picture?  We are trying to vary those input assumptions to get a different understanding of what those could look like.  But it's a just bit different approach than doing the scenario or pathways analysis that we did in the Pathways to Net Zero.

MR. DAUBE:  So it sounds like -- I think you imply this when you say in the next sentence, "At least initially."  I take it you are implying an openness to working in those move complex consideration as time goes on and circumstances dictate?

MS. MURPHY:  Yes, I would agree.  We are open that over time, you know, this was our path.  I don't know that it's perfect.  And certainly, I'm sure we'll hear comments from folks in that proceeding, and we're looking to take that input and evolve over time to the extent that we can.  It is, again, not going to look the same as what we might do to support, for example, the next rebasing application and what the Board has directed us to  do surrounding around understanding stranded assets for the next rebasing application, that is a difference type of analysis than this.  We're not looking to merge those into one methodology, for example, but we are looking that this would get iterated over time.

MR. DAUBE:  Okay.  If you go to the next paragraph, please, so this is the second paragraph in the response.  Enbridge states that it's looking to understand the current drivers for localized energy transition.  I'm looking to understand the qualifiers that get used in this paragraph.  So, specifically the two I'm focused on are in the first sentence, to date and clear policies.  So, could you please explain what exactly you mean by both of those qualifiers and why they're present in this description?

MS. MURPHY:  Jennifer Murphy --


MR. STEVENS:  Sorry, sorry to interrupt, Nick.  Are you still -- I just want to make sure we have the right thing on the screen.  Are you still in part (a) of the answer?

MR. DAUBE:  Yes, my apologies.  I didn't keep an eye on that.  So, we are still in the first response (a) to (g).  Yes.  So second paragraph there, if you look at the end of the second line:
"And federal policies to understand, to date, what clear policies..."

So, just trying to understand a little bit better.  It may be that "to date" is as at the time of the St. Laurent application or at the time of future applications and clear policies, what does Enbridge mean by clear policies?  Does that make sense, Mr. Murphy and Mr. Stevens?

MS. MURPHY:  Jennifer Murphy.  Yes, that makes sense to me.  So, I believe what you just said with respect to date is exactly what we are intending.  It's not -- it's not forward-looking and trying to guess at what policies might come.  It is really based on an understanding of the policy discussions that have been happening at municipal, provincial, federal, you know, those types of levels, and where we believe they're going so far and we're not trying to say, well what if they put this policy in and what if they put that policy in.  Which, when we did the Pathways to Net Zero, we did a bit more of that, trying to predict the future a bit more with respect to what policies could look like.

So, this is a bit more confined, I think, on what policies have been enacted or maybe are close to being enacted but are not looking at something that's really speculative.  And I think when we say clear policies.  I think there is just a lot of lack of clarity in the energy transition space.  Governments will come out with a discussion paper, for example.  So, I think that's an example.  It's not -- you know, there might not be a clear policy.  There might have just been the government said they're looking at something.  So, to me that's not a clear policy that there's -- you know, there's not a draft policy or there is not an actual policy in place, so that's not the level of government documents that we're looking to base the analysis on.  We're really trying to base it on what do we see happening based on what we've seen happening with those levels of government to date.

MR. DAUBE:  The second paragraph -- still staying with the second paragraph, yes, thank you,  Ms. Murphy.  Second paragraph seems to imply that your focus is exclusively on domestic, that's to say Canadian, policy sources.  Assuming that's right, can you explain to me why you have that exclusive focus?

MS. MURPHY:  Jennifer Murphy.  So, this sensitivity analysis is being discussed in the context of our asset life  extension proposal which is for distribution-related assets.  So, we're less concerned in that case about what might be happening outside of Canada.   More -- less than for example, a transmission pipe which might cross borders.  It's more focused on what's happening in the communities, or in the province, or what federal impacts might be impacting the area that that pipeline serves.

MR. DAUBE:  Okay.  Thank you.  Going to the next page, please.  Oh, sorry, I've got one last question on that previous page.  The very last sentence talks about common assumptions considered in the sensitivity analysis could include but are not limited to and then you list some of those assumptions on the  next page.  Is there a general process, or how do you go about determining which assumptions will apply in any given sensitivity analysis?

MS. MURPHY:  Jennifer Murphy.  So, again, I think this is evolving and when you look at the list of assumptions that is  provided at the top of page 3, just after that sentence you mentioned, this the approach that we took when we did the sensitivity analysis for the St. Laurent pipeline application.

This was developed after having, I guess, many conversations internally and, you know, what would make sense and trying to really look at what would have a material impact.  And so, there could be other -- there could be other drivers that would  change the number of customers in an area, for example, that would -- or the rate at which customers would come off the pipeline.  But when we thought of what others could be, then these were the most material ones and where, if we change some of these assumptions, these are the ones that would have the bigger impact on the number of customers being modeled on our system.

MR. DAUBE:  Thank you.  If we go down the page a little bit farther, the paragraph beginning with "The different scenarios", that's it.  Thank you.  I'm trying to reconcile certain statements, and this is my characterization so please correct me if I'm wrong (a), certain statements in these paragraphs and on this page that seem to imply that the scenarios aren't forecasts then there is no probability assigned to any scenario that you are using with the kind of gateway decision as to which assumptions are going to apply which presumably is based, at least, in part on your assessment that this is a plausible assumption or a plausible outcome.

I wonder if you could just clarify for me, with that frame, how it is that Enbridge is thinking about scenarios and assigning probabilities to those scenarios within the context of this new analysis that you are proposing?

MS. MURPHY:  Jennifer Murphy.  So, I think this conversation is aided, if there's an actual example in front of us, and so we do think having more discussion on this in the St. Laurent leave to construct is probably the right place to have it, because we can walk through the actual of example and question the exact analysis that was done.

However, you know, I think at a high level, I think I can speak to the probability analysis.  So we're not looking at this point with the sensitivity analysis to set different scenarios and say, you know, we think this scenario could have a probability of X and this scenario could have a probability of Y.

We are not looking at the probability in that way.  That is something that we are looking at for the scenario analysis that we would do to support the next rebasing application in response to the intervenor and Board comments that we received in Phase 1 on our energy transition scenario analysis, or Pathways to Net Zero analysis, for example, and how we've analyzed our stranded asset risk.

So it is something that we're looking at doing is assigning probabilities.  And really trying to understand how we would do that is something that we've started thinking on.  But we haven't landed on a methodology.  But for this type of analysis, while we're not assigning probabilities to particular scenarios, it is a probabilistic modeling.  So it is based on a Monte Carlo simulation, and it does run through, like, a thousand scenarios within a set of assumptions, for example.  So it is taking into account probabilistic modelling, and then coming out with what those input assumptions -- what the impact would be varying those input assumptions over time.

MR. DAUBE:  Okay, thank you.  My last set of questions, I think are more clarification than anything else.

Going to the next page, please.  Sorry, a couple of questions.  So this one I think is just clarification.  The last paragraph of answer (g):
"Enbridge Gas has applied the foregoing," is the answer.

Can I just confirm that when we say the "foregoing" what Enbridge is saying is that's a reference to the incorporation of energy transition sensitivity analysis?  Is that right?  Or are we talking about something else?

MS. MURPHY:  Jennifer Murphy:  So I think when we said that we have "applied the foregoing", we are meaning all of the paragraphs in response to (a) to (g) that precede that paragraph.

That is a representative -- or it's a description of the analysis that we did in the St. Laurent project.

MR. DAUBE:  Okay.  Just a final couple of questions, and I misled you; this isn't just clarification.

So, the St. Laurent project, that's in the middle of Ottawa; is that right?

MS. MURPHY:  Jennifer Murphy:  I'm not sure if it's exactly smack dab in the middle, but it is in Ottawa, yes.

MR. DAUBE:  But I just meant more, it is in an urbanized environment, right?

MS. MURPHY:  I believe so.

MR. DAUBE:  So my question is whether you have started your thinking, when we are talking about this new analysis and taking your point that St. Laurent is your first, by the sounds of it, your first real go at this, do you have any initial thoughts on how this approach would apply in non-urbanized environment or environments, or less urbanized, more remote environments, whether there would be differences in the assumptions you are making or just generally in the approach you're taking?  I would like to leave the question open.

MS. MURPHY:  Jennifer Murphy:  Yes, at this point I will say this analysis was primarily looking, or was looking at residential.

At the bottom of page 2 of this Interrogatory, we did comment that we could look at other types of customer classes depending on how a project is made up.

So if we were looking at a pipeline system that was in an industrial area, this approach that's outlined in this response might have to change because doing a residential analysis where, you know, the majority of the volumes are -- where customers attached are industrial, this might not be very representative.

So we haven't used this methodology a second time yet, so I am not sure exactly how we would do it.

And I think it would just be very Location specific and depend on the makeup of the area that's -- in the area where that project is proposed.

MR. DAUBE:  Okay.  And you haven't advanced in your thinking on that, yet.  Is that right? - just confirming what you just said.

MS. MURPHY:  That's right.  This is pretty fresh off the presses; it was just filed within, I think, the last month or so.  So we haven't had time yet to progress our thinking.  And I think that the way that we will progress our thinking is as we are coming up against another project.

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

MR. RICHLER:  Thank you.  Next up is FRPO, Mr. Quinn.

MR. QUINN:  Thank you, Mr. Richler.  I'm sorry, I'm going to turn down my volume so I don't get a feedback.  Can you hear me okay, without feedback?

MR. RICHLER:  Yes.
Examination by Mr. Quinn


MR. QUINN:  Okay.  Thank you.  I'm Dwayne Quinn.  I'm here on behalf of FRPO, and my focus will be asset life extension and resources surrounding that, mostly from Exhibit 1.17.

And so as a starting point, if you would please turn up 117, FRPO 43, please.  Thank you, if you could scroll down the table.  Mr. Rubenstein took you to this IR response earlier today.  I am going to start there, and then carry on with my interested questions.

The differences that you've pointed out and you focused on, were under line 13; so that's on the third page, please, Angela.  Thank you.

So what I heard you indicated there was a significant reduction in line 13 and these other projects was due to the variances and the timing of CNG and RNG projects.

First off, RNG projects, are they not paid for by the proponents as opposed to Enbridge?

MS. FERNANDES:  Nicole Fernandes:  Yes, that is correct, they have their own recovery-type mechanism.

MR. QUINN:  So how does that result in a large capital savings if in the first place you don't have to reserve capital for the project because it's paid for by the proponent?

MS. FERNANDES:  The capital budget approved through Phase 1 in the reductions to the envelope were overall regulated capital including, in this table, community expansion as well as other, including CNG and RNG.

They are inclusive within that envelope.

MR. QUINN:  That may be the case, but that's not what I asked you.

The fact is if the proponent is paying for it, why is Enbridge even budgeting a significant amount of money to RNG projects?

MS. FERNANDES:  Just a moment, please.

[Witness panel confers.]

MS. FERNANDES:  Sorry, Mr. Quinn, could you ask the question one more time?

MR. QUINN:  Your answer is that the variances are caused by timing of CNG and RNG projects.  That's what you gave Mr. Rubenstein also.  We're asking why is there a significant amount of money being budgeted for RNG projects when the proponents pay for their facilities and even Enbridge's facilities in a cost recovery?

MS. FERNANDES:  So, these projects are revenue based, and so the CNG and RNG projects they have contributions as well that work towards that revenue stream in funding these capital projects.

MR. QUINN:  Okay.  I'm going to try to break that down.

I thought this would be fairly easy, but you're say you budget the capital and you are going to recover it later on so you have to show and request from the Board, in your rates, the amount  of capital that you are going to initially spend, they will be recovered later?

MS. FERNANDES:  This capital will be recovered through the contracts of these projects so yes, this capital is the base for --


MR. QUINN:  I'm sorry, I need to stop you there.  My understanding, and it was with Ridge Landfill, one of the very first large projects you did, there was an upfront payment by the proponent for those costs.  It wasn't recovered as a result of revenue requirement.  Is there anybody on the panel that is  familiar with that?

MR. SMALL:  Sorry, Ryan Small.  I'm not sure any of us on the panel are intimately familiar.  I've certainly heard that project name before.  I don't think anyone here is familiar with the details though.  What I was thinking is that for things like RNG injection services and stuff, which is a regulated activity, we would have dollars in our budget but we would also have a revenue stream for the injection services that are based on a contract.  So, to the extent those projects are deferred or delayed we'd also be losing out on a revenue stream.

MR. QUINN:  But an offsetting revenue stream for the capital that you put into the budget.  Is that what you're telling me?

MR. SMALL:  Well, I guess subject to check, yes, that's what I'm telling you is that --


MR. QUINN:  Okay.  I'm going to try it this way, and Mr. Stevens, I'm not going to be asking for a lot of undertakings here but this one definitely -- I'm going to finish the question and I'll come back.  CNG, my understanding of CNG, you have a CNG station in Kingston as part of a non-pilot IRP that was instituted.  I mean, I'm not sure if the CNG is still in service.  Does anybody know that?  Okay.  So, this is where we will probably need an undertaking because I'm going to ask two-parts to this.

Can Enbridge provide, by way of undertaking, the amount that was reduced specifically for CNG and RNG projects that would make up a significant contribution to this $76 million and then what FTEs would be associated with those projects that are being deferred?  Lastly, why is Enbridge indicating a large budget associated with RNG projects for which there is an offsetting aid to construction often paid upfront and, in my understanding, always paid upfront but you can clarify that in the undertaking, but a large aid to construction paid by the proponent, why is there a large budget being established for RNG projects?

MR. STEVENS:  Hi, Dwayne.  I'm just going to try to unpack those requests.  I understand that first you're asking -- I believe you were asking what are the components of what is set out in line 13 of the table?

MR. QUINN:  Sure.  That will work.

MR. STEVENS:  Secondly, I think you're asking why is line -- why are CNG and RNG projects included at all within the capital budget if they're subject to capital cost recovery?

MR. QUINN:  I was specific on that one, Mr. Stevens, to RNG.  CNG is likely funded by the utility and I get that, but RNG is the one I was concerned about.

MR. STEVENS:  Right.  Okay.  Thank you, for that clarification.  So, the second part of the question is:  Why are RNG projects included within the capital budget if they are subject to capital cost -- if they are subject to customer  contributions to offset their costs?

MR. QUINN:  Yep.

MR. STEVENS:  And then there was a question specifically about the Kingston project and I was curious as to how that fits into everything.

MR. QUINN:  I'm just -- there wasn't anybody to answer the question, David and I'm not focused on that one project, but I don't know that there's a lot of CNG projects out there.  I could be surprised, but what we're interested in is this significant reduction in budget that was obviously part of the 2023 estimate.  It's been reduced but I, again, as we start talking about the component parts, it draws our interest to say why -- why this amount and how many FTEs were associated with that which is the third part of the question, because as we're going to go through the rest of the questions, that was part of our focus is the shifting of FTEs to assist with other new programs that the utility is contemplating.

MR. STEVENS:  Okay.  Understood.  So perhaps, Ian, we could offer an undertaking to provide information we have as to what are the components of line 13 of table 1, within FRPO-43 node, in terms of the CNG and RNG projects where timing has changed.

And secondly, to advise why RNG projects are included within the capital budget in the circumstance where the associated capital costs are recovered from customers.

MR. QUINN:  And the last part was the FTE part?

MR. STEVENS:  And I'm going to get to that, Dwayne, but I think that's -- I prefer just to leave this as an undertaking, if that's okay, and then we'll talk about FTEs.


MR. QUINN:  Okay.  Well then, that's fair enough.  I will accept that and thank you for that undertaking and we'll talk about FTEs in a moment.

MR. RICHLER:  Let's -- Dwayne, just hold on.  Let's just record that as JT1.49.
UNDERTAKING JT1.49:  TO PROVIDE SUPPLEMENTAL INFORMATION FOR FRPO-43, TABLE 1, LINE 13, FOR CNG AND RNG PROJECTS; TO ADVISE WHY RNG PROJECTS ARE INCLUDED IN THE CAPITAL BUDGET, IN THE CIRCUMSTANCE WHERE THE ASSOCIATED CAPITAL COSTS ARE RECOVERED FROM CUSTOMERS.


MR. STEVENS:  And my understanding, Dwayne, is you're asking specific to line 13 what's the impact on Enbridge FTEs within 2024?

MR. QUINN:  Well, David, given your lead I will actually accept a friendly amendment.  If we could scroll up to line 6, which is the growth-related projects, we see another very significant reduction in capital for these projects.  Now, I have no issues with -- that these projects would come out of Enbridge budgets but what I am concerned is there must be FTEs when you're spending -- or saving -- sorry, deferring $50 million expenditure, there must be FTEs that are associated with those reductions.  And therefore, my request now would be:  How many FTEs are associated with the significant capital reductions in lines 6 and 13?


MR. STEVENS:  I guess I would look to Nicole and Tanya to let me know whether that's information that Enbridge could provide at such a granular level.

[Witness panel confers]

MS. FERNANDES:  We could attempt to quantify the impacts in terms of FTEs and whatnot.  I'm not positive we'll be able to get a definitive number.

MR. STEVENS:  Is that acceptable, Dwayne, on a best-efforts basis to advise on any -- I believe you're looking for 2024 impact on FTEs from the changes in lines 3 -- sorry, lines 6 and 13?

MR. QUINN:  To be clear, yes.  And I will say, I'm not looking for like 13.3 or whatever.  Somewhere around 12 would make sense, if that number comes out as 13.3.

Whatever the number is, it is the best estimate at that juncture because, as we go through the rest of our questions, what we are looking for is value for money.

We're hearing that Enbridge needs money for EDIMP resources, and I'm thinking there must be some people who are under -- they don't have work because they are working on capital projects that have been deferred.

MR. STEVENS:  Recall though, Dwayne, that the dollars for those folks are also reflected presumably in the reduced budget that you are seeing.

MR. QUINN:  Well, that's what I'm trying to figure out.

MR. STEVENS:  But in any event, on a best-efforts basis, we'll see whether we can provide you any information on reductions in FTEs associated with the reductions in budget that you see at lines 6 and 13 of table 1.

MR. QUINN:  Thank you.

MR. RICHLER:  JT1.50.
UNDERTAKING JT1.50:  TO MAKE BEST EFFORTS TO PROVUDE INFORMATION ON REDUCTIONS IN FTEs ASSOCIATED WITH THE REDUCTIONS IN BUDGET SHOWN AT LINES 6 AND 13 OF TABLE 1 OF FRPO-43.


MR. QUINN:  Okay.  If we could move back up to FRPO 41, please.

And right at the bottom of the page, please, Angela, there is -- sorry, at the bottom, if you could keep the last sentence there.  It says:
"Where possible, existing resources with capacity will be allocated to support this work.  However, there is a need for additional resources."

This is the part of our concern.  And so what I am trying to ask here is if you are deferring capital and, of course, there is some engineering or technical people that would be involved with the capital that is being deferred, wouldn't these same technical people be deployed -- the same types of skill sets be deployed for the purposes of what you're doing in terms of the EDIMP program?

MR. WERENICH:  Ryan Werenich:  Yeah, I think that's a fair statement.  Yeah.  If the skill sets are a match, and I think that's what we were referring to with that statement, that the first effort would be to ensure that where we had people with capacity with the right skills, that they would be leveraged to support the EDIMP and the ALE process.  And then, if the skill sets were not a match or if the level of work exceeded the capacity that we had available, then we would look to bring on additional resources to support those efforts.

MR. QUINN:  Okay.  Well, that is a good answer.

Thank you.  Now I respect -- and maybe I had a question; it is for you, Ryan, since you took the mic for this one:  Ms. Girvan had actually taken you to an exhibit, and I didn't actually catch the exhibit number, but it was in I.17 also, from CCC.  But what I saw was there was $7.5 million in ILI, inline inspection.

So, those inline inspections they would, generally speaking, be done by your contractors with Enbridge supervising?

Would that be an accurate -- is that accurate?

MR. WERENICH:  Yes, that's accurate.

MR. QUINN:  Okay, so I understand.

MR. RICHLER:  Dwayne, Dwayne, sorry -- it's Ian.

I don't mean to interrupt, but we are at about 5:00 o'clock.

So can I just do a time check?  How much more do you have?

MR. QUINN:  I would think, and I only have one more IRR after this one, Ian.  So five to seven minutes, maybe?

MR. RICHLER:  You know what?  I think we should break now.  We need to come back with this panel tomorrow morning, in any case, and I don't want to keep everyone past 5:00.  So Dwayne, can we pause here and you will pick this up tomorrow morning?

MR. QUINN:  Sure, Ian.  I respect, especially for the court reporter, it is a long day --


MR. RICHLER:  It is a long day.

MR. QUINN:  -- if that is your preference.  Yeah.

MR. RICHLER:  Okay, thank you.  Thank you, Dwayne.  So, everyone, we will break for the evening and we'll see you back here at 9:30 tomorrow morning.  Thank you.
--- Whereupon the conference adjourned at 5:00 p.m.
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