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Wednesday, December 18, 2024
--- On commencing at 9:29 a.m.


COMMISSIONER MORAN:  Good morning, everyone.  Are there any preliminary matters?

MR. STEVENS:  None from Enbridge.

COMMISSIONER MORAN:  All right.  Okay.  With that, I think, Mr. Stevens, we are ready to proceed.

MR. STEVENS:  Thanks very much.  Good morning, Commissioners.  With us today we have a large witness panel to answer questions about the revenue decoupling proposal.  I propose to introduce the members of the panel and provide their titles, noting that their CVs have already been filed.  And then, after they have been affirmed, then they are ready for questions [audio dropout]  Other than me confirming their evidence, we will have no opening testimony.

So with us today, starting closest to the Commissioners, is Nicole Brunner, director residential market development.  Then, we have Ian Macpherson, director industrial market development; Mark Kitchen, director regulatory affairs; and Ryan Small, technical manager regulatory accounting.  In the second row, behind Ms. Brunner, first we have Gilmer Bashualdo-Hilario, manager demand forecasting and analysis; Jennifer Murphy, manager carbon and energy transition planning; Sam Fallis, director financial planning and analysis; and, finally, Danielle Dreveny, manager rate design.

The witnesses are ready to be affirmed.

COMMISSIONER SWORD:  Hello.  My name is Commissioner David Sword, and I am going to swear you all in.  We are going to do this all at once, so the process is:  I will read the swearing, what you are being asked to affirm; what I would like you to do following that is everyone identify your name; we know the organization you work for, but please repeat that for the court reporter, and your response to what I am asking you for swearing in.  So I will read it, and we will respond each individually, in order, please.

You are about to give evidence in this hearing.  The Panel is dependent upon you telling us the truth, and the law requires you to do so.  Therefore, before you testify, we must ask you this:  Do you solemnly promise this Panel that you will tell the truth, the whole truth, and nothing but the truth, and do you fully understand that breaking that promise would be on offence under the law?

MR. SMALL:  Ryan Small, Enbridge Gas Inc.; I do.

MR. KITCHEN:  Mark Kitchen, director regulatory affairs, Enbridge Gas; I do.

MR. MACPHERSON:  Ian Macpherson, Enbridge Gas; I do.

MS. BRUNNER:  Nicole Brunner, Enbridge Gas; I do.

MR. BASHUALDO-HILARIO:  Gilmer Bashualdo, Enbridge Gas; I do.

MS. MURPHY:  Jennifer Murphy, Enbridge Gas; I do.

MR. FALLIS:  Sam Fallis, Enbridge Gas; I do.

MS. DREVENY:  Danielle Dreveny, Enbridge Gas; I do.

COMMISSIONER SWORD:  Thank you.  Commissioner Moran, they are sworn in.
REVENUE DECOUPLING FROM CUSTOMER NUMBERS - EGI (ISSUE 7) - PANEL 3

Ryan Small,

Mark Kitchen,
Ian Macpherson,
Nicole Brunner,
Gilmer Bashualdo,
Jennifer Murphy,
Sam Fallis,
Danielle Dreveny; Affirmed

Examination-in-Chief by Mr. Stevens


MR. STEVENS:  I just have a brief question, couple of questions, and I will direct them to you Mr. Small.  Can you please confirm that the evidence filed in this proceeding related to the revenue decoupling proposal has been prepared by members of the panel or under your direction?

MR. SMALL:  I do.

MR. STEVENS:  Can you confirm that, to the best of your knowledge, it is accurate?

MR. SMALL:  I do.

MR. STEVENS:  And, on behalf of the panel, do you adopt the evidence filed for the purpose of your testimony today?

MR. SMALL:  I do.

MR. STEVENS:  Thank you.  With that, the witnesses are ready for questions.

COMMISSIONER MORAN:  Thank you, Mr. Stevens.  Mr. Elson.

Cross-Examination by Mr. Elson


MR. ELSON:  Thank you Mr. Chair.  Perhaps I should start by marking the compendium that we filed, as an exhibit.

MR. RICHLER:  Mr. Chair, we can mark that as Exhibit K2.1.  This is Ian Richler, just for the record.
EXHIBIT K2.1: ED CROSS-EXAMINATION COMPENDIUM FOR PANEL 3


MR. ELSON:  The compendium includes excerpts from the report of the Electrification and Energy Transition Panel, but not actually the full report, so it occurs to me that we should also mark the full report as an exhibit.  That was filed on December 11th.

MR. STEVENS:  If it is helpful, Mr. Elson, the full report is included in the Enbridge Gas compendium that was marked as an exhibit yesterday.

MR. ELSON:  I think that will be fine.  The only other additional potential exhibit would be that, in our compendium, we have excerpts from the Canadian Climate Institute's decarbonization cost-optimization study, but we haven't included the full study in our compendium, so we would propose that that document, which was filed on December 11th, be marked as an exhibit.

MR. RICHLER:  K2.2.
EXHIBIT K2.2:  DOCUMENT ENTITLED CANADIAN CLIMATE INSTITUTE'S DECARBONIZATION COST-OPTIMIZATION STUDY

MR. ELSON:  Thank you.  I would like to start with some basic questions about the revenue that is at issue here.  If we could, please turn to page 73 of our compendium.  Further down the page, there is a number, which is $208 million, but, just to situate us, this is showing the forecast customer additions and the forecast revenue from those customers during the rate term.  Correct?

MS. DREVENY:  Correct.

MR. ELSON:  Enbridge forecasts earning $280 million in incremental revenue from incremental customers during the rate term.  Correct?

MS. DREVENY:  That is the incremental revenue.  It doesn't include the cost that would offset that.

MR. ELSON:  Enbridge is able to retain 100 percent of that incremental revenue from incremental customers according to its IRM proposal -- I guess I should say subject to triggering the earnings sharing mechanism.  Is that correct?

MR. SMALL:  That is correct.

MR. ELSON:  If no customers connected between 2025 and 2028, Enbridge would earn $280 million less than it is forecasting, of course?

MR. SMALL:  Sir, could you repeat that question one more time?

MR. ELSON:  I mean it is not an actual realistic situation that will occur, but, if no customers connected in 2025 to 2028, you would not earn that $280 million; in other words, you would earn $280 million less than is forecast in this table here?

MR. SMALL:  I think we could say we would generate $280 million less in revenue.  I don't think I could translate that to earnings.

MR. ELSON:  That is a more fair statement.  Thank you.  If 10 percent more customers connected, Enbridge would earn or I should say would generate revenue worth $28 million, give or take, assuming the same customer mix and consumption patterns underlying this table.  Is that fair to say?

MR. SMALL:  Yes, I think that is fair to say.

MR. ELSON:  If we could turn to compendium page 74, this is table 2 and the response to ED-4.  Ms. Monforton, if you could scroll down a little bit or press the "okay" button so that that box -- yes, that is good.

Now, this is showing that Enbridge expects to lose $24 million in revenue with respect to customers that are forecast to leave the system.  Is that fair to say?

MS. DREVENY:  Yes, that is correct.

MR. ELSON:  And so the opposite of customer additions is true for customer exits; if all of those customers remained on the system instead of leaving, Enbridge would be able to retain that revenue, all other things equal?

MR. SMALL:  That is correct.

MR. ELSON:  Thank you.  I will move on to some questions about Enbridge's incentives, and I would like to turn to compendium page 75.  This is an excerpt from the Phase I evidence.  The first point that I would like to confirm is that Enbridge is planning to spend a significant amount of capital on customer connections, as you can see by the highlighted numbers there.  Would you agree with that characterization?

MR. FALLIS:  That is correct.

MR. ELSON:  I will turn to page 76 briefly before coming back to 75.  Page 76 is a response to an undertaking from Phase I where Enbridge has included meters and other costs associated with new customer connections and the all-in cost of connections comes to about, well, I should say more than $1.5 billion over the 5 years.

MR. FALLIS:  Based on what we look at, I have to confirm the numbers.

MR. ELSON:  Okay.  Subject to check is fine.  If we could turn back to 75, all capital expenditures under these asset classes will be added to rate base; right?

MR. FALLIS:  That is correct.

MR. ELSON:  But customer connections capital is a bit different because it also results in an additional benefit to Enbridge in that they give rise to incremental revenue whereas other capital like compression stations doesn't.  Is that fair to say?

MR. FALLIS:  It would be fair to say that we would get rates for that, yes.

MR. ELSON:  And would it be fair to say that there is always an incentive to increase rate base regardless of the spending category, regardless of the asset class due to the rate of return but the incentive to spend on customer connections greater because it also results in incremental revenue during the rate term.

MR. KITCHEN:  I just want to make a quick point, Mr. Elson, I think when you try to say that the incentive for spending capital on customer attachments is greater than the incentive for spending capital on other things within the capital envelope.  I am not sure you can necessarily make the statement unequivocally.  It is very important for us to maintain a safe reliable system, so those dollars will be spent irrespective of whether or not they are included in rate base or that -- until rebasing they will be spent.

The next category, of course, we want to spend capital on is serving our customers.  And so, yes, we have an obligation to serve.  We have customers wanting service and we will provide service.  And to the extent that it generates growth revenue that is contemplated under the IRM framework and contemplated within the ICM mechanism.

MR. ELSON:  Mr. Kitchen, I think I am trying to distinguish between different kinds of capital and how that impacts Enbridge earnings and there is a distinction between, I guess, you are trying to say capital that you are required to spend because compression station will blow up if you don't, but putting aside whether investments are mandatory or voluntarily I think it is obvious that customer connection spending is distinct and provides additional earnings opportunities to Enbridge in compared to other capital, because all capital earns a return, but only customer connections capital results in incremental revenue during the rate term and that makes it different from an incentive perspective.  Is that fair to say?

MR. KITCHEN:  It is different in that we earn revenue from it, yes.  But all I am suggesting is that priorities do -- there is a priority also for spending on maintaining safe system safely, but there is growth revenue associated with it during the IRM.

MR. ELSON:  And now rates over the rate term are based on a 2024 test year?

MR. SMALL:  Yes, the 2024 test year serves as the base for the IR term, yes.

MR. ELSON:  And in this table here it shows $304 million in customer connections capital in the test year; right?

MR. SMALL:  This table shows that, that is correct.  But I don't think this is what is supported by the final rate order or the rate order from Phase I.

MR. ELSON:  And I will be getting there.  Now, I understand that this figure from the capital update, there has been no subsequent update in the Phase I evidence.  This was the final update in terms of customer connection cost or was there a subsequent update before the OEB decision?  I think it is the most current but I just want to make sure that we are on the same page.

MR. STEVENS:  Ms. Monforton, could you please just scroll up so we can see the header.

MR. SMALL:  So, yes, I believe you correct.  This would be the latest update prior to what was included in the rate order, or draft rate order.

MR. ELSON:  But you had made the comment that that is not reflected in the rate order.  I assume what you are trying tie say is because your overall budget was reduced?

MR. SMALL:  That is correct.

MR. ELSON:  Now, I think you would agree that budget was reduced on the basis of trying to encourage savings with respect to system renewal in particular?

MR. KITCHEN:  Just one moment.

MS. DREVENY:  It was an envelope production that was applied with the 250 million.

MR. ELSON:  No, I understand that.  And we actually made submissions supporting that application of the $250 million so that you could reprioritize as necessary.  But maybe we can turn up page 30 of our compendium just so that we can be on the same page about the basis for the reduction and there further down the page you will see a highlighted portion and the sentence starting after the highlighted portion said:
"The OEB is reducing the system renewal budget envelope to motivate Enbridge Gas to improve its approach to integrity management, repair and life extension so that only truly necessary replacement projects proceed."

That is with respect to the $250 million reduction; right?  You know what, you don't need to answer that question because it is clear from the decision, so let me move on to the next question which is just to confirm that customer connections are not part of your system renewal budget; fair?

MS. DREVENY:  That is fair.

MR. ELSON:  Okay.  So, going back to I believe it was page 75 of our compendium, please your most recent capital budget before the Phase I decision was $304 million for customer connections.  Obviously that is, you know, roughly 50 million more than future years.  But I do have an additional question for you which is to undertake to provide the latest actual and estimated 2024 customer connection costs with a definition of those costs that matches the $304 million budget figure on this page 75 of the compendium.  Is that something you can undertake to do?

MR. STEVENS:  Just one moment, please.

MR. KITCHEN:  Mr. Elson, could you just repeat that so it is clear what we are providing?

MR. STEVENS:  Sorry, we are just caucusing.  I think I understand the request to be to provide an updated version or an updated number equivalent to what is found at line 2, column A for 2024 of Table 1 from -- could you please scroll up Angela?  Phase I Exhibit 2, Tab 5, Schedule 2.  Do I have that right?

MR. ELSON:  Yes, for 2024 and I used the words "actual and estimated" because I don't know if you will have actual numbers for 2024 by the time you answer it, so the actual may be up to December.  As much as actual as possible --


MR. STEVENS:  Sure.

MR. ELSON:  -- but some portion may need to be estimated, just --


MR. STEVENS:  It could be a 10 plus two or 11 plus one.

MR. ELSON:  Perhaps.

MR. STEVENS:  So witnesses, is that information maintained in the same way as it is expressed in this table --


Sorry, Ms. Monforton, can you just scroll down a little bit, back to the table?  Thank you.

Such that we could give an updated version of the 2024 customer connections budget?

MR. FALLIS:  Yes.

MR. STEVENS:  We will provide that undertaking.

MR. RICHLER:  We can record that as undertaking J2.1.
UNDERTAKING JT2.1:  TO PROVIDE AN UPDATED VERSION OF THE 2024 CUSTOMER CONNECTIONS BUDGET

MR. ELSON:  Thank you.  I would like to go back to the list of expenditures by asset class that is still up on the screen here, and a bit of a different line of questions on the same document.

Now if capital costs are higher than forecast, Enbridge is supposed to manage that within the envelope provided by the OE [audio dropout] subject to the ICM mechanism.  Is that fair to say?

MR. FALLIS:  Yes.

MR. ELSON:  And, for example, if you find more leaks, then you need to conduct more emergency pipeline replacement and repairs than you expected, you don't earn incremental revenue during the rate term to cover those costs; that needs to be addressed through reprioritization or to be otherwise covered within your budget.  Fair to say?

MR. SMALL:  I would think that once we get into the price cap years or -- well, even in an actual year, yes, we have to reprioritize.  But particularly when we get into the price cap years, we have to manage all costs under our price cap revenue stream.  So we could potentially reprioritize some capital or potentially leverage efficiencies, if we are able to achieve some, or, you know, our growth revenues help cover off expenses as well.

MR. ELSON:  But when you have more leaks and you have to conduct more emergency pipeline replacement or if you have to replace more compressor stations than you had been planning, you address that through reprioritization, finding the funds within your capital envelope.  You are not given extra revenue because more bad things happen than you expected.  Fair to say?

MR. SMALL:  So I would first say if we are into a year, then we would reprioritize to the extent possible, but that may or may not be possible depending on when issues arise.  But we would spend what we need to spend, if an issue arises.

If this is something that is anticipated for -- like it comes about in advance of the rate application for a subsequent year, and that pushes -- that anticipated capital pushes above an ICM threshold, then there is potential for there to be an ICM request, I would say.

MR. ELSON:  Fair.  But customer connections are different in a way that we have just discussed.  And when you have more customer connections, not only do you have more costs, but you get more revenue.

And so my question is from a principled perspective, why Enbridge shouldn't be expected to manage its customer connections costs in the same way as it manages all other capital costs.  And, if they are higher, you reprioritize as opposed to being awarded, through the mechanism, additional revenue to cover those additional costs?

MR. KITCHEN:  Why should we be rewarded for the incremental revenue?  Because part of the price cap mechanism is that we have to manage all costs, growth, growth capital, capital up to the ICM threshold, cost pressures of various kinds.  And we manage those on an envelope basis, using essentially three things:  The rate escalation that comes with the PCI, the revenue that comes with growth capital and also the cost efficiencies to the extent that we are able to find those.  It is all part of the mechanism.  It is part of the framework, and it has been part of the framework since 2008.

MR. ELSON:  I don't agree that it is part of Enbridge's proposal, and so maybe I will try to pose the question in a different way, because what I am trying to get at is why you would treat these two different asset classes differently.

And so what it seems to me is that Enbridge is saying we need to earn a hundred percent -- sorry, we need to retain a hundred percent of the incremental revenue from incremental customers because incremental customers result in incremental costs, such as additional capital costs.  But there are lots of things that result in incremental costs that you are expected to manage within your budget that don't also come along with incremental revenue.

If you have to replace more compression stations, you need to cover that cost through reprioritization.  If you need to replace more pipe than you expected, you need to cover those costs.  You may not be able to provide a principled reason right why they are treated differently, and that is fine.  But I am just asking if you if there a rationale that you can provide now.


MR. KITCHEN:  Well, Mr. Elson, the rationale is this, from my perspective:  We have an obligation to serve.  And in exchange for that obligation, we have been given an exclusive franchise to serve customers within a certain area or specified area, and we get the opportunity to earn revenue which generates a fair return over the life of that asset.

And so, if you were to exclude the growth revenue, then that regulatory compact, you could suppose, or that ability to earn the allowed ROE over the life of the asset, is taken away.  And that is the principle.  And I am sure it is the principle that every utility that is under a price cap or a custom IR follows, whether it is gas or electric.

MR. ELSON:  That is a very helpful answer, actually, and that segues nicely into my next line of questions, which relate to our compendium, page 72.  And so I understand -- and maybe we could zoom out a bit -- you say that revenue growth due solely to the [audio dropout] escalation is not sufficient for the costs associated with capital requirements.

And what I think you are saying is you need the revenue from customer growth in order to do what you need to do within your spending envelope.  Is that fair to say, Mr. Kitchen?

MR. KITCHEN:  Yes.

MR. ELSON:  And you are saying further down on this page, you mention the fair return standard which you had just used as the justification for treating those assets differently, in essence saying the incremental revenue from incremental customers is so important that taking it away would violate the fair return.  That is Enbridge's position?

MR. KITCHEN:  It would violate the fair return standard and would also be offside with the obligation to serve.

MR. ELSON:  But let's say that the OEB didn't implement revenue decoupling, but net customer connections were to drop to zero for one reason or another.  Would that mean that the fair return standard would have been violated?

MR. KITCHEN:  Under your scenario, you are suggesting that customer connections drop to zero, let's say in 2026, but the fair return standard would be violated.  Is that the question?

MR. ELSON:  That is the question.  Yes.

MR. KITCHEN:  Just a moment.  I would say that the fair return standard from that point of view is not violated because, one, we are not adding the customers, we are not adding the capital.  So there is no return to be had.

MR. ELSON:  Okay.  It would seem to me that Enbridge has a very significant incentive to convince as many developers as possible to install gas in their developments and to try to dissuade them from building electric developments seeing as this revenue from incremental customers is so essential to making sure that you can remain within your budget envelope.  Is that fair to say?

MS. BRUNNER:  Yes, we are actively trying to connect new customers.

MR. ELSON:  I will move on to a somewhat different but related question or two, about the implementation options.  It sounds to me that Enbridge does not like the two implementation options that Mr. McDonnell proposed, and you haven't proposed your own implementation options, but Mr. McDonnell mentioned a variant yesterday, a variant of the customer account -- sorry, the customer count variance account, where the revenue from net customer additions would be trued up against the forecast additions instead of the test year customer numbers.  I take it that Enbridge would much prefer that variant of option number 2.  Would you agree with that?

MR. STEVENS:  Sorry, can you just expand on that a little bit?  I am not sure I understand.  I heard Mr. McDonnell say that his base proposition, based on the questions back and forth with Mr. Gluck, his base proposition was to compare the forecast number of additions in the base year, or 2024, with the number of additions in the subsequent year.  Are you suggesting that the variant is instead, in any given year, you would compare the forecast number of additions with the actual number of additions?

MR. ELSON:  That is what Mr. McDonnell suggested was a potential variant of his second option, the second option being the customer count variance account.  And, with that clarification, I am assuming that Enbridge would much prefer that variant of option 2.  Am I correct?

MR. KITCHEN:  Mr. Elson, I am not going to suggest whether we prefer it or not.  We simply haven't had enough time, given the testimony was yesterday, to really think about it, so I am not going to commit either way, whether we prefer.

MR. ELSON:  Well, let me put it this way to you, Mr. Kitchen:  Your concern is that the proposals would significantly reduce the $280-odd million that you expect to collect, and the variant would mean that the forecast portion of that collection is protected but that there would be a true-up against it, so it would result in less revenue loss from Enbridge.  It seemed to me that it would be obvious that that would be a --


MR. KITCHEN:  I don't disagree, Mr. Elson, that it would be less, but my preference and our preference is that we continue with the framework we have.  There is nothing broken here that needs to be fixed.

MR. ELSON:  I will get to that later on, Mr. Kitchen, but, for now, maybe what I will do is ask you to provide a table with the forecast customer addict -- I almost said "addictions."  Let me start that again.

MR. KITCHEN:  I sometimes get those confused, myself.

MR. ELSON:  Yes.  A table with the forecast customer additions for each general service rate class, both the most current forecasts and also the forecasts as of the capital update in Phase I.  I think we have some of that information on the record already but not all of it.  So what we would be looking for are the forecast customer additions for each general service rate class, both now and the forecasts as of the capital update in Phase I.

MR. STEVENS:  Is that information that would exist in terms of being able to look back at what was the state of affairs in July 2023?

MR. ELSON:  Mr. Stevens, if they are not sure, best efforts is okay from our perspective.

MR. BASHUALDO-HILARIO:  Gilmer Bashualdo here.  We have the customer addition forecast by sector, not by rate class.

MR. ELSON:  Would you be able to undertake to attempt to provide one by rate class on a best-efforts basis?  I say best-efforts basis because you will have to think about it and take it away.

MR. STEVENS:  Yes, Mr. Bashualdo, when you say that Enbridge maintains this on a -- I forget -- sector basis rather than rate class basis, is that true both currently and historically?

MR. BASHUALDO-HILARIO:  The customer forecast available we have currently is what we provided in tables, and we also have what we submitted in Phase I, customer forecast.  In both instances, we have the forecast at the sectorial level.

MR. STEVENS:  So we could provide this on a sectorial level, Mr. Elson.  I really am concerned about providing it on a rate class basis if it is then going to be used with some precision to somehow form an adjustment mechanism when the results aren't or the numbers haven't been derived with the precision that would be expected.

MR. ELSON:  Before I continue on that thread, Mr. Stevens, if we could, turn to page 65 of our compendium.  I understand that there are some numbers by rate class, so what we would really be asking that you do is go back on a best-efforts basis; if there are caveats, then provide those caveats, provide it for as many rate classes as you can; if you absolutely can't provide it by rate classes, provide it by sectors.

Why don't I leave it with you to, best efforts, provide the rate class numbers, and, if you do so, provide any caveats, and, if you are really saying that they are unreliable numbers, to also provide it instead by sector.  Would that be sufficient so we can move on?

MR. STEVENS:  We can undertake to provide the forecast customer additions by sector, both most current and as of July 2023.  To the extent that through reasonable efforts we can come up with a reliable restatement of that by rate class, then we will do so, but, if it is not possible to do that with reasonable efforts and producing something that is reasonably reliable, we will decline to add the rate class information.

MR. ELSON:  Thank you.

MR. RICHLER:  I will note that as Undertaking J2.2.
UNDERTAKING J2.2: TO PROVIDE THE FORECAST CUSTOMER ADDITIONS BY SECTOR, BOTH MOST CURRENT AND AS OF JULY 2023; TO THE EXTENT THAT THROUGH REASONABLE EFFORTS ENBRIDGE CAN COME UP WITH A RELIABLE RESTATEMENT OF THAT BY RATE CLASS, THEN WE WILL DO SO, BUT, IF IT IS NOT POSSIBLE TO DO THAT WITH REASONABLE EFFORTS AND PRODUCING SOMETHING THAT IS REASONABLY RELIABLE, WE WILL DECLINE TO ADD THE RATE CLASS INFORMATION.


MR. ELSON:  Before I turn to a different topic, I will ask Mr. Kitchen frankly if you would like to provide an undertaking to comment on the variant of the second option that Mr. McDonnell provided.  I understand you said that that is not something that you can comment on on the fly when I asked you whether it would be preferred from the other options from Enbridge's perspective, so I just wanted to give you an opportunity to provide an undertaking to respond with respect to Enbridge's preferences on that variant and any comments in terms of, let me say, "implementation ability."

MR. STEVENS:  The difficulty I am having, Mr. Elson, is we don't know what we are responding to.  We had two options, one of which your expert said they [audio dropout], which is not what you are talking about now.  Now, you are talking about a variant of the option your expert doesn't prefer.  We don't have any information about what your client preferred, and we don't really know what we are responding to at this point.

MR. ELSON:  That is fine, Mr. Stevens.  I was just suggesting that as an option.

MR. STEVENS:  I mean, certainly to the extent that things are articulated in the agreement, in submissions, we will provide our submissions as to why we agree or don't agree with them, but we need some more clarity as to what this is all about.

MR. ELSON:  Thank you, I will move on.  I just was going to provide an opportunity if Enbridge wanted to comment on that.  But it is not something that we will push to a decision unless -- at this stage at least.

I have a new topic area and this relates to government policy.  I understand Enbridge's view is that decoupling revenue from customer numbers is contrary to government policy and I would like to explore that with you first by exploring what government policy is, what this government's policy is.  And I understand that Enbridge has referenced the policy document Ontario's Affordable Energy Future but it seems to me that document is primarily providing a case for more power.  Would you agree with that?

MS. MURPHY:  No, I don't think I would agree with that.

MR. ELSON:  Well, maybe we could turn to page 77 of our compendium.  And the reason I asked whether this document is primarily providing a case for more power is because that is the subtitle of the document.  And I have noticed that when it has been referred to by Enbridge that subtitle has been excluded.  So, maybe I will just ask a simple question.  You would agree that the subtitle to this document The Pressing Case For More Power.  Would you agree with that?

MS. MURPHY:  Yes.

MR. ELSON:  And would you agree that this document talks about the largest battery storage procurement in Canada's history?

MS. MURPHY:  Would you be able to refer to the page you are speaking about?

MR. ELSON:  Yes.  It is on page 89 of the compendium.

MS. MURPHY:  Yes, I see that.

MR. ELSON:  And it talks about the largest competitive procurement of energy in the country's history?

MS. MURPHY:  I see that as well.

MR. ELSON:  And it also talks about the largest expansion of nuclear energy on the continent?  I believe that is on page 81.

MS. MURPHY:  Yes, I agree it says that.

MR. ELSON:  And there is also reference in the document, and this I think you probably be familiar with, with an expectation of increasing numbers of consumers who are moving away from gas over time?

MS. MURPHY:  I am sorry, Mr. Elson, which page is that on?

MR. ELSON:  It is on page 99 of our compendium.  But I just  assume, Ms. Murphy, because you have folks that referred to this that that would be something that you would have noted before?

MS. MURPHY:  Yes, you'll forgive me, I have read this document many times but I haven't committed the full document to memory.  So, I do see that on that page.

MR. ELSON:  And there is also a reference to the risk of standing gas assets before the end of their useful life?

MS. MURPHY:  Yes, it does say that.

MR. ELSON:  Okay.  I would like to come back to this document for actually what I think is the most important encapsulation of what the government policy is, but before I get there, you know, there is a number of government programs that you will have referred to and that we will have referred to but there is one that the board may not be aware of because it is relatively new.  I take it, Ms. Murphy, that you are familiar with the government's plans to amend the Electricity Act to enable energy efficiency programs that focus on beneficial electrification and that would include the use of electricity instead of fossil fuels to reduce overall energy use for things like home heating?

MS. MURPHY:  Yes.  Which page of the compendium are you speaking about now, Mr. Elson?

MR. ELSON:  That is page 7, the highlighted portion is just a little bit further down on the page.  It is just what I said.  You can refer to it just to make sure it was accurate.  I am just trying to confirm your understanding.

MS. MURPHY:  Yes, thank you.  Yes, I am aware of the proposal that has just come out recently.  I think where I would disagree slightly is your characterization of the beneficial electrification is to reduce the use of fossil fuels.  I would refer you to the -- an additional government environmental registry posting where they have been clear that the purpose of beneficial electrification is really focused on switching folks off of home heating oil, propane and wood.

MR. ELSON:  It seems to me that what is written on the screen here is the use of electricity instead of other fuels to reduce overall energy use and that the authority in the Act wouldn't be restricted to oil.  That is my understanding.  Is yours different?  And there is a specific reference to reducing costs in activities such as home heating.  Do you see that there?

MS. MURPHY:  I do see that there.  I believe this proposal may not be as clear.  It maybe perhaps is beneficial if we were to bring up the ERO posting for Bill 214 which was called Proposed Amendments to the Electricity Act 1998 Ontario Energy Board, Act 1998 and Energy Consumer Protection Act 2010.  And if we were to look down at section 4 which is called Programs to Increase Energy Affordability, it states there:
"The government refers to beneficial electrification as the use of electricity instead of other fuels to reduce overall energy use and subsequently reduce costs for which consumption activities such as home heating and cooling regardless of fuel type."

And then it says "i.e. propane, oil and wood."

MR. ELSON:  Got it.  And if this is a focus on propane, oil or wood, it wouldn't necessarily be impacting customer exits from gas but it may be impacting customer connections for folks who have propane, oil or wood heating.  Is that fair to say?

MS. MURPHY:  My understanding of what the government is proposing is that they would be looking to electrify residents that are on -- that are using for heating and cooling purposes propane, oil and wood so that they are not encouraging people to switch off of natural gas nor are they encouraging through this proposal to switch on to natural gas.

MR. ELSON:  Let's turn to page 96 because --


MR. STEVENS:  Mr. Elson, sorry to interrupt.  But just before we go on would it be possible to mark the ERO posting we were -- I don't think it was from your compendium.

MR. ELSON:  No, I actually am not sure where that is from.  And I don't know the details but I can't object to it.

MR. STEVENS:  Can we please go back to the document that was just posted and flip up to the top.  This is ERO posting 019-9284, related to proposed amendments to the Electricity Act and other statutes.  Would we be able to mark that as an exhibit?

MR. RICHLER:  Mr. Chair let's mark that as exhibit K2.3.
EXHIBIT K2.3:  ERO POSTING 019-9284, RELATED TO PROPOSED AMENDMENTS TO THE ELECTRICITY ACT AND OTHER STATUTES.

MR. STEVENS:  Thank you.  Apologies, Mr. Elson.

MR. MONDROW:  Sorry, Mr. Chair.  Through you, Mr. Stevens, is this on the record somewhere and if not will Enbridge be filing it?  I know what it is but I don't know if it's on the record.

MR. STEVENS:  I don't believe it is on the record, so we could also -- we will make sure that it is filed.

MR. MONDROW:  If that is okay, Mr. Chair.  Thank you.

COMMISSIONER MORAN:  I think that was my working assumption.

MR. ELSON:  So, I said I would be returning back to the document regarding a pressing case for new power, for more power, because it seems to me that when we look program by program it is a little bit like reading tea leaves.  And it may be helpful to focus on the government's vision.  And it says here that the government's vision is an economy powered by affordable, reliable and clean energy.  Would you agree with that?  That is the government's vision?

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

MR. ELSON:  Thank you.  So I am now going to turn away from what the government policy is, moreso to whether revenue decoupling by customer count is consistent with government policy.  And I am going to start by focusing on the first item in this list, affordable, reliable and clean energy, and that would be affordability.

And, to do that, I would like to refer to page 2 of our compendium, please.  And page 2 is the report of the electrification and energy transition panel.  I assume you familiar with this document?

MS. MURPHY:  Yes, we are.

MR. ELSON:  And on page 3 of the compendium, the panel says, and I am reading here for the record:

"Emerging evidence shows that it is unlikely that the natural gas system can be fully decarbonized while continuing to deliver cost-effective building heat."

Do you agree with that?

MS. MURPHY:  I would say that no, the company doesn't fully agree with that.  I think we have had a lot of discussion and a lot of evidence on the record, and we have filed hundreds of pages on energy transition.  There was over a thousand IRs and several days of discussion in the Phase I hearing on energy transition, and so I don't know if we want to rehash all of that.

But what I would say is that in our Phase I evidence, so that would be Exhibit 1, tab 10, schedule 5, we did share our vision of decarbonization pathways and how Enbridge Gas believes that the natural gas system can be part of getting to net zero in a cost-effective way.

I think we can acknowledge that there would be a lower reliance on natural gas and an increasing role for electrification, and we haven't denied that in our evidence; we see both of those things happening.

But we do think that there is a role for the gas system to play, and whether that is through hybrid heating and being used on those coldest of days, or it is integrating more renewable natural gas or other low-carbon fuels, we do see that there is a role for Enbridge, the Enbridge system, to play.

MR. ELSON:  Could we turn back to page 3 of our compendium, please.  And just if I could sum up your answer, Ms. Murphy:  Enbridge disagrees with what Ontario's electrification and energy transition panel is saying here?  Or partially disagrees?

MS. MURPHY:  I would say this is a longer report, and you have taken me to one line.  That statement itself I don't think sums up the entire report.  There are parts of the electrification and energy transition panel report that we do agree with, and there are parts that we disagree with.

I think there are parts of the report that do show that there could be some role for the gas system and for low-carbon fuels, for example.  And so there are parts of this report that we agree with; I am not suggesting we disagree with it fully.

But I think we may have just a difference of opinion on the likelihood of the gas system being able to support a decarbonized future.

MR. ELSON:  Okay.  So I am continuing on this topic of affordability.  And further down the page there is a heading, "Protecting customers through the transition."  And Ontario's electrification and energy transition panel says:
"There is a real risk of stranding assets in home heating and the gas distribution grid over the medium to long term, with significant risks to customers, investors and public finances.  As more customers exit the natural gas grid to adopt electric heating, those customers who are least able to afford to electrify could be forced to pay higher and higher proportions of the network cost, to keep the system running safely."

And again, does Enbridge disagree with the Ontario electrification and energy transition panel conclusion that I just read?

MS. MURPHY:  I would say that what the ETPP has put forward is something, you know, that Enbridge is thinking on, and how do we avoid that type of a scenario from happening.  But Enbridge at this point doesn't see that significant stranding of assets occurring that would lead to the consequences that they speak to, such as customers having a higher cost.

And I think one thing I would point to, Mr. Elson, is in that same policy paper that you were speaking about, the Ontario affordable energy future, there is a number of quotes in there where government is very clear that there is a role for the natural gas system to play, including statements such as:
"Natural gas is a vital component of Ontario's energy mix..."

...and that it is critical to maintaining reliability for the electricity system.  You know, there are several things there where the government has made it quite clear that they believe natural gas has a role to play in keeping affordability for customers.

So I won't disagree that, you know, if there was stranding assets that could lead to that risk, but I just don't think we see that risk happening at this point in time.

MR. ELSON:  Ms. Murphy, I would not disagree that the gas system has a role to play.  And what I think the energy transition -- sorry, the electrification and energy transition panel is saying is that for the gas system to play a role in the future, we have to be careful that we don't end up with costs that are too high such that, when customers leave, the gas system is too expensive, so it can't have a role in the future.

I think what the electrification and energy transition panel is saying is to make sure that the gas system has a role in the future, we need to rationalize it.  Would you agree with that?

MS. MURPHY:  What I would say is, though, that this isn't government policy.  This is a panel that was put together to inform government.  And so, when we look at the numerous government announcements that have come out this year, including comments around Bill 165, the ERO posting that I took you to earlier, which is on Bill 214, there is a number of statements where the government has recognized that Ontario's energy mix will continue to have natural gas in it for some time, and that it is an important part of the mix.

And so that is the actual government stating their priorities for the energy mix in Ontario.

MR. ELSON:  I don't see anything that I have taken you to that is saying that natural gas isn't going to have a role in the future.  But let me move on.

At page 4 of the compendium, the electrification and energy transition panel considers how other jurisdictions such as Massachusetts have dealt with the issue of decarbonization and the future of gas.  And I think you would agree that the panel was reasonable in looking at other jurisdictions like Massachusetts.  Is that fair to say?

MS. MURPHY:  Yes, I would say it is quite reasonable for the panel to have looked at other jurisdictions; that makes a lot of sense to me.  I am not sure, though, if it is noted here, as again, I have read this report many times, but -- it is quite lengthy.  But, in Massachusetts, there is very clear decarbonization goals that have been set by the state, including having -- achieving net zero by 2050.

And so Massachusetts is an interesting example because there is very clear policy direction from the state of Massachusetts.  And I think Ontario hasn't set those same type of policy goals that are set in Massachusetts.

MR. ELSON:  So I think what you are saying is it is reasonable to look at jurisdictions like Massachusetts but to keep in mind that Massachusetts has a policy goal of achieving net zero by 2050, whereas Ontario does not yet.  Is that fair to say?

MS. MURPHY:  Yes, that is basically what I was saying.  Yes.

MR. ELSON:  Okay.  If we could turn to page 5 of the Electrification and Energy Transition Panel report, the panel concludes that:
"It is in the interest of the province, for the purpose of customer protection, to ensure that the regulatory mechanisms for the governance of the natural gas grid are aligned with a range of possible outcomes, notably those that pose the greatest risk to customers."

Do you agree with that statement?

MS. MURPHY:  Can you just give me one moment?  I just want to confer with my panel.  So I would agree that Enbridge does believe that a range of outcomes should be examined, and that is something that we are considering in our own planning, looking at a range of different potential outcomes.  And I think that is also, in looking at Ontario's Affordable Energy Future on or around page 23 or 24, they talk about the priorities for natural gas, and I believe that is one of the government's priorities, is ensuring that these types of risks are thought about.

MR. ELSON:  Now, Ms. Murphy, you just said that Enbridge agrees that looking at a range of outcomes, and that is different from what the electricity, sorry, the Electrification and Energy Transition Panel said.  It said something much more than you should look at them; it said that the regulatory mechanisms for the governance of the natural gas grid should be aligned with a range of plausible outcomes, notably those that pose the greatest risk to customers.

I think what the panel is saying here is we need to be worried about and aligned with a number of possible outcomes, not only look at them but to make sure that governance is aligned with the outcomes that pose the greatest risk to customers.

Do you agree that governance of the gas grid should be aligned with the range of possible outcomes, notably those that pose the greatest risk to customers?

MS. MURPHY:  I think, if we look at the remainder of that paragraph, beyond what is highlighted, though, that they are also suggesting that other factors should be considered, such as societal, economic, technological trends, and, at the end, they conclude:
"Such steps should not threaten the cost-effectiveness of the natural gas system in a scenario of prolonged reliance on the natural gas grid."

So, while I believe the intent of the first sentence -- and, you know, I am obviously not on the EETP and didn't write this report, but I believe what they are suggesting is that a range of plausible outcomes should be considered and scenarios that have the biggest risk to customers but that that is a factor.

And there are multiple factors that should be carefully considered in setting energy policy, and we can't -- I don't believe they are suggesting that the Ontario Energy Board or that the government should set the strictest of possible regulations on natural gas today in case those risks materialize.  I believe they are suggesting they be examined as policies are developed.

MR. ELSON:  Yes, and I wasn't suggesting the wording that you just said about strictest possible regulations.  But, in the interest of time, I will need to move on.  I would like to move on to page 9 of the compendium.  This is a report by the Canadian Climate Institute, and we have information on the record from Phase I about who they are and what they do, so I will skip over all of that and just ask you one question to start, which is that:  I believe, Ms. Murphy, that Enbridge was involved in the data gathering and stakeholdering that led to this report.  Can you confirm that that is the case?

MS. MURPHY:  I don't believe we were.  If you know otherwise, Mr. Elson, I am curious if you can take me to a page in that report that states that, but I don't believe we were.

MR. ELSON:  I do, and maybe I would ask you to undertake to confirm with Ms. Wade that Enbridge was involved in the stakeholdering for this report, including, I believe, via some of the Posterity folks as well as with some Enbridge involvement through Enbridge staff.  So if that is something that you could undertake to confirm, because it sounds like you are not positive, that would be appreciated.

MR. STEVENS:  Just one moment, please.  Enbridge Gas can advise if it had any stakeholdering or information gathering associated with the CCI heat exchange report that you have filed in this proceeding and that is referenced as Exhibit K2.2.

MR. ELSON:  Thank you.

MR. RICHLER:  J2.3.
UNDERTAKING J2.3:  ENBRIDGE TO ADVISE OF ANY STAKEHOLDERING OR INFORMATION GATHERING ASSOCIATED WITH THE CCI HEAT EXCHANGE REPORT FILED IN THIS PROCEEDING AS EXHIBIT K2.2


MR. ELSON:  If we could turn to page 10 of our compendium, there is reference to a "cost-optimal path to net zero."  But, just taking a step back, I assume, Ms. Murphy, you are familiar with this report and the underlying analysis, which is to assess the most cost-optimal way to decarbonize buildings.  Is that your understanding, as well?

MS. MURPHY:  Yes, I am familiar with this report.

MR. ELSON:  And, on page 10, they find that on a cost-optimal pathway to net zero, electricity will power most space heating in Canada.  Now, I am not going to ask you to agree with that, but I will ask you to confirm that there is no cost-optimization modelling for Ontario showing that gas will power most space heating in the province in the most cost-effective pathway.  Is that fair to say?

MS. MURPHY:  I think it is fair to say that the goal of this report was to look at electrification and specifically air-source heat pumps, and so, yes, I agree that that is what their findings have found for Canada.  Enbridge doesn't agree with those findings.  In particular, I would say that may be the case on average across Canada, but I think, regionally, there will be differences in what makes sense for Ontario versus another province.

And some of the assumptions that have gone into this modelling may or may not align with those that we would think reasonable for Ontario, although it is hard without being behind the scenes of this report, it is hard to fully understand some of the assumptions that aren't quite shared transparently in the report.

Enbridge Gas in Phase I did file our pathways report, where we did some pathways modelling and showed that a diversified pathway could get to net zero and that the costs are close to those of the electrification and we had a lot of discussion on Mr. Neme's evidence for example, you know, the electrification pathway could be cheaper, and I think it is when we talk about these types of scenarios the assumptions that you used are very important.  But I don't think Enbridge Gas is suggesting a scenario that the exact use of natural gas today would continue into the future and be the optimal pathway to get to net zero.  I believe we recognize that there would have to be less unabated natural gas in use by 2050.

MR. ELSON:  So, you made a comment about the regional aspect of this report, I will return to that.  And you made a comment about the guide house model in Phase I.  Now, I don't want to deliver too far into that, that model was not an optimization model.  I will have to refer back to the Phase I evidence in submissions on that.  But I would just like to ask you one question which is:  Other than that Phase I pathways document by Guidehouse, Enbridge does not have a cost optimization model for Ontario showing that gas will power most space heating in the province; do you?

MS. MURPHY:  No, I don't believe such a report exists.

MR. ELSON:  If we could turn to page 14 of the compendium and scroll down a bit.  Maybe zoom out so that we can see this full.  That is perfect.  Thank you, Ms. Monforton.  Now, with respect to Ontario, the regional analysis in the heat exchange report by the Canadian Climate Institute was distinct for each province and I think you would agree that, as you can see here, it found that in the building sector gas would decline by 96 percent in the most cost effective pathway.

MS. MURPHY:  Yes, I would just distinguish that is looking at annual gas consumption.  So, they haven't looked at 100 percent electrification of buildings.  They are predicting it to be on the order of 96 percent use of electrification, but that doesn't necessarily mean that Enbridge isn't playing a large role on peak.  I would say that it is difficult to determine just from this graph if there could be a large amount of hybrid heating, for example, in play.

MR. ELSON:  Now, on page 20 I believe, actually let me just double check my page references here.  On page 16 of the report it notes that the model does not account for how falling gas demand could raise costs for remaining customers leading to further customer defection and a negative feedback loop.  And my question for you is:  If we really do see a 96 percent decline in gas consumption in buildings, that would likely lead to a further defection due to increasing unit costs for gas delivery.  Do you agree with that?

MR. KITCHEN:  I think, Mr. Elson, what you are referring to is commonly called the death spiral.  And that as fewer and fewer customers are left on the system the price of those -- the price to those remaining goes up.  The only comment I have is that I don't disagree with that.  But I think it is important to have context around this.  That what we are looking at here, if you go back to your last page, the last one that had the graph on it -- sorry, my eyes aren't very good anymore.  It is talking about 2020 compared to 2050.  And between now and when we get to that point, I am sure that there will be several proceedings, there will be other mechanisms, there will be other government policy, all of which will impact whether or not that scenario that you are talking about actually happens.  It is not going to happen between now and the next rebasing.

MR. ELSON:  Mr. Kitchen, Enbridge is putting assets in the ground that are paid off over 60 years, so I think you would agree with me that we need to be thinking about possible futures in 2050 because that just 26 years from now.  Is that fair to say?

MR. KITCHEN:  I am not disagreeing that there is assets going into the ground now that have a long life, but, as I said, there will be many proceedings.  We will relook at depreciation.  We will relook at several things throughout the course of the next 26 years.  I am only suggesting that, you know -- I am not suggesting that it is not something that we have to look at.  Enbridge is very much aware of the energy transition.  As Ms. Murphy said we believe there is a role for natural gas and we believe that will -- that that will continue.  And how it plays out in terms of higher costs for customers, or customers, or the accelerated or the feedback loop, or whatever it has been called in the document, we don't know right now.  But all I am saying is that, as we sit here today, we are not in the case where we have -- we have that happening.  And as we prepare for the next rebasing we will be looking at, again, we will revisit all of this.

MR. ELSON:  My question which is now off my list here, but for you Mr. Kitchen would be whether you agree that the Board should be concerned about the incentives that Enbridge has now which will impact its behaviour, not only in this rate term but as it prepares its application for the next rate term, with regard to the size of rate base and an incentive to grow rate base and to grow customers.

MR. KITCHEN:  I don't think, as we sit here today, that the Board should be concerned with the framework that we are in.  We had a Phase I proceeding.  The Board dealt with the capital envelope.  They dealt with other things in terms of directives going forward for system pruning.  We have the IRP mechanism.  We just filed DSM.  There are many mechanisms that we are already working towards when it comes to rebasing.  That is the next time to look at it.

MR. ELSON:  That is a helpful answer.  Thank you, Mr. Kitchen.  I will circle back to that in my last topic area, but I would like to move on in my questions about consistency with Ontario policy.  And we had looked at the vision involving affordability.  It also involved clean energy were the words in Ontario's vision.  And as a basis for this discussion, this is already in the evidence, so I probably shouldn't be repeating it, but you would agree that the combustion of fossil methane gas generates approximately a 3rd of Ontario's GHG emission; right?

MS. MURPHY:  I would agree that is roughly the number, yes.

MR. ELSON:  And the options for buildings, at a high level, are electrification or low-carbon gases to address those emissions from fossil gas?

MS. MURPHY:  I think at a high level, yes, electrification could include various measures.  There is not just air source heat pumps, for example, there is also geothermal.  On the gas side I think there is, you know, obviously there is also RNG and hydrogen, but there is options, for example, like hybrid heating that combine all of the above where you would have a air source heat pump and a natural gas system in the home.  There is energy efficiency has a role to play in reducing emissions.  You know, it is not just A or B; there is a suite of options for reducing emissions from buildings.

MR. ELSON:  So maybe electrification, low-carbon gases, energy efficiency, or some combination of those?

MS. MURPHY:  Yes, that is right.  And I think in recent government documents, for example, they have talked about an all-of-the-above approach.  There is a lot of tools in the toolbox.  It is not just, you know, natural gas or electrification.

MR. ELSON:  If we could turn to page 11?  And I am going to take you through a number of quotes from the cost optimization study that the Canadian Climate Institute carried out.  And then I am going to ask you some questions following up on that.

And so on page 11 of the compendium, it says:
"Low-carbon gases like hydrogen and biomethane will not serve as replacement fuels on a scale that can justify continued gas network expansion. Our modelling and numerous other studies find that these gases are either too scarce or too costly to heat more than a small fraction of Canada's buildings and are instead taken up by other sectors, such at heavy industry."

If we could turn to page 17?  And, on page 17, there is the reference, the highlighted portion where the conclusion reached was that building heat is not a cost-effective use of low-emission gases.

And then finally on page 18, in the middle it says:
"In the sensitivity analysis, tripling available biomethane feedstocks and reducing the cost of biomethane by 30 percent does not lead to an increased uptake of biomethane in the building sector."

And now my question for you is that if this and other reports are correct in finding that low-carbon gases are too scarce or too costly to heat more than a small fraction of Canada's buildings, wouldn't we be making the job of decarbonization harder and more expensive by connecting more and more customers to the gas system because of the limited availability and cost of low-carbon alternatives and the high number of customers who are already connected to the gas system, and who will need to either electrify or use low-carbon gases?

MS. MURPHY:  I think in Phase I we had a good amount of discussion on renewable natural gas, for example, and the availability and the amount that will be there.  And I recall we don't necessarily see eye to eye, Mr. Elson.

I wouldn't suggest, though, that RNG could completely replace the amount of natural gas that we are using as a province, today.  We do agree that the availability won't be that high.

But I do believe RNG and hydrogen and the availability of hydrogen, I mean, hydrogen could be made from natural gas.  So there isn't a limit on how much hydrogen can be made.  I think it would be on how much could be made, cost effectively.  But I do think there is a role there.

And if we were to look at an all-of-the-above approach, you know, we could be looking at doing energy efficiency to make homes more efficient in how much energy they use.  Then we could look at things like hybrid heating, where we are using an electric air-source heat pump or ground-source heat pump to reduce emissions as much as possible.  But then, instead of overbuilding the electricity system to handle peak electricity needs on the coldest days, we maintain those gas appliances in customers' homes; those turn on, on the cold days.  And, in those scenarios, the amount of gas that is left, that is relied upon, perhaps it could be met with a larger percentage of renewable natural gas or hydrogen, because that annual volume has dropped by a significant amount.

And in that scenario, we may not lose a lot of customers and we may not need to reduce our system because, on peak, we would still be a very important factor of the province's energy needs on those coldest of days.  But we would be able to rely less on natural gas and more on low-carbon fuels.

Enbridge suggests that that is a plausible scenario, and one that I believe that the government of Ontario is considering, given they had sponsored the clean home heating initiative and were highlighting hybrid heating in the various communities, both in the southern part of the province and in the north, where cold climate air-source heat pumps, you know, may or may not be able to keep up on those coldest of days.

So, you know, we don't see that reducing the ability for customers to connect at this point in time would be prudent, because it may then reduce the ability to rely on the gas system should the province decide to go down that type of future that I just painted for you.

MR. ELSON:  There is a lot that I don't have time to follow up on, there, including whether that is actually a viable pathway.

So let me just move on and ask you about page 23 of our compendium.  And there is reference here to saying that:
"The risk of stranded assets is most acute for new investments in infrastructure, such as pipeline replacements and expansions.  Newer infrastructure has less accumulated depreciation.  Its higher remaining asset values relative to older infrastructure represent higher liabilities for current and future customers to bear, should the assets become stranded due to disuse or underuse before the end of their expected lifetime."

And it goes on to say that:
"Ongoing network expansion presents significant risks to all provinces with gas systems."

But just focusing on that first paragraph, does Enbridge agree that the risk of stranded assets is most acute for new investments, such as investments in customer connections?

MR. KITCHEN:  Mr. Elson, could you just quickly repeat the question?  I was talking to my colleagues.

MR. ELSON:  Of course.

MR. KITCHEN:  Thank you.

MR. ELSON:  Do you agree that the risk of stranded assets is most acute for new investments in infrastructure, including investments in new customer connection expansions?

MR. KITCHEN:  Let me come at it this way:  I believe that there is a risk associated with stranded assets.  I do believe that that risk is small.  And I think that there may be risk associated with new connections, as they are the newest, only because they are the newest asset on the system and will have the longest life.

But we also know that customers continue to want to connect to the system.  We also know that, you know, even some of the work we have done on the St-Laurent pipeline, looking at the risk of stranded assets on that system, is showing that those facilities will remain used or useful for many years to come.

So my point is if there is a risk of stranded asset, then it is probably most acute on the newest assets, only because they are the newest asset and they have the longest life compared to everything else.

MR. ELSON:  That is a good answer.  Thank you, Mr. Kitchen.

If we could turn to page 24 of the compendium.  This will be my last questions on this specific report.  And I would like to again read a couple of the paragraphs into the record, and then ask you some questions.

So on page 24, it says that:
"Gas utilities' existing business models and current regulatory structures mean that their incentives can be at odds with maintaining future bill affordability for consumers in the context of the energy transition."

Further down that page:
"In the regulated segments of their business, gas utilities are largely insulated from most market signals, including the prospect of declining gas demand."

And then, onto the next page:
"Once infrastructure is approved, utilities can be reasonably assured they will earn a return on it even if that usage case does not bear out.  The regulator can serve as a check against the accrual of excessive liabilities in the form of infrastructure does not prove sufficiently used and useful over its lifetime."

And this is the last paragraph that I would actually like the focus the most on:
"In a less regulated sector, market signals would reduce the incentive that companies would have to pursue a strategy of continued network expansion in the face of potential demand declines, but gas utilities are partially insulated from these kinds of signals.  They therefore have a strong incentive to advocate for pathways that require ongoing system maintenance or expansion, such as hybrid heating or a shift towards low-emissions gases."

Would you agree with that?

MR. KITCHEN:  A couple of comments, Mr. Elson.  I do believe that there is an expectation that the costs associated with prudently incurred costs are recoverable, both from the point of view of return of the investment and return on the investment.

To the extent that that insulates utilities from market signals, I think it is totally different.  One is you are referring to a competitive market versus a largely monopolistic market, and the Board itself is the proxy for competition.  It is the Board that through various processes approves or disapprove costs as being prudently incurred and whether those costs are recoverable.  The Board also has statutory requirements, and those statutory requirements include the rational expansion of the natural gas system, and they carry that out through their leave to construct decisions.

But my view is that an asset that is approved by the Board to go into service is recoverable, both in terms of the return of and the return on.

MR. ELSON:  Thank you.  A few final questions on the topic of policy:  Ms. Murphy, you mentioned a distinction between Massachusetts and Ontario in terms of having a net zero target for 2050.  But I think you would agree that 2050 is only 26 years away from now, and, if Ontario isn't striving for net zero by 2050, it is not like that is something that can be put off forever and that, presumably, there will be a target.  Whether it is 2040, 2050, 2060, it is going to be within the lifetime of the assets that you are putting in the ground, which are depreciated at a 60-year timeframe, so that is reaching out to 2080.  Would you agree with that?

MS. MURPHY:  I would say the government hasn't been clear if they would set a net zero target and, if they do, what year that would be achieved.  So I wouldn't agree it would be in the lifetime of the asset because I simply don't know.  The government hasn't been clear on that to date.

MR. ELSON:  Well, let me put a question to you, Mr. Kitchen, because you made a comment about [audio dropout], and I agree with you, and I think that is an important factor when we are talking about 60-year assets.  But I think you would agree that there are some constants, and one of those constants is that climate change is real and humanity must achieve net zero emissions at some point in time to avoid catastrophic climate change.  Does Enbridge agree with that?

MR. KITCHEN:  Ms. Murphy can correct me if I am wrong, but, yes, Enbridge does believe that there is a path to net zero and that it will be achieved at some point.  We also believe that gas will continue to be part of that pathway to net zero.  And that was our evidence in Phase I, and it continues to be our view.  So I don't disagree that we will get to net zero.  I do think it is important for the planet.  Over what time period that will be achieved, I don't know.  I also don't know -- you made the comment about we agree on the government policies change, and I have seen enough governments' policies change to know that that is the case.

But the other thing that changes that we don't know about is technology.  There are lots of things being worked on now that could lead to a different energy future, so I think that there are lots of things that will change, that will drive that date that we get to net zero.

COMMISSIONER MORAN:  Mr. Elson, I am just wondering if this might be a good time for a break.

MR. ELSON:  I would be happy to break now, yes, Mr. Chair.  Thank you.

COMMISSIONER MORAN:  We will come back at 11:20.
--- Recess taken at 11:06 a.m.
--- On resuming at 11:24 a.m.

COMMISSIONER MORAN:  Mr. Elson, just a quick time check.

MR. ELSON:  Mr. Chair, I am behind time and what I propose to do is to allocate my time for this afternoon to this morning so that we can keep on schedule.

COMMISSIONER MORAN:  Okay.  Thank you.

MR. ELSON:  Thank you.  We were having a discussion about policy and I will have to make some connections in our submissions but I just wanted to circle back with, you know, one final confirmation.  Because we have been talking a lot about the financial risks relating to capital spent on customer connections, but I just wanted to confirm that it is also your understanding that decoupling revenue from customer counts is not a ban on gas connections, it does not remove the obligation to serve and wouldn't even fully remove the incentive to connect customers; is that fair?

MR. KITCHEN:  Let me just parse that out and if I miss one of your points you can remind me which one I have missed.  But first of all, I agree it is not a ban on customer connections but it is certainly going to mean that Enbridge won't be connecting any customers.  And the reason I say that is that without the revenue stream from those customers there is no incentive for us to connect.  And in terms of the obligation to serve, they said the obligation to serve comes with -- comes with -- is in exchange for the exclusive franchise and the opportunity to earn our allowed return through connecting -- through collecting revenue.  If you take away the ability to collect the revenue, then from my perspective the obligation to connect is not there.

MR. ELSON:  That is a very interesting answer, Mr. Kitchen, and not one that I expected and one that I am going to have to save more time unpacking.  I believe you just said that if the OEB implemented revenue decoupling Enbridge wouldn't connect any customers.  Is that what you said, Mr. Kitchen?

MR. KITCHEN:  That is our evidence and it is contained in the responses.

MR. ELSON:  So, when a customer --


MR. KITCHEN:  And just to be clear, revenue decoupling in the form that you suggest.

MR. ELSON:  And so, Enbridge would not live up to the obligation to connect?

MR. KITCHEN:  No, we don't feel the obligation to connect would exist any longer.

MR. ELSON:  It wouldn't exist?

MR. KITCHEN:  That may be a legal argument that I am not going to make it, but that is my view.

MR. ELSON:  Okay.  Then I will leave it to Mr. Stevens' future in this proceeding.  Now, you have specified as it has been proposed by CEG.  What about in a variant where Enbridge earns revenue related to its forecast customers but then there is a true up against forecast?  In that instance are you going to continue decline to fulfill the obligation to connect?

MR. KITCHEN:  Mr. Elson, I can't answer that question because I don't know if we would be willing to accept such a proposition.

MR. ELSON:  I mean, lots of utilities have revenue generation models where they are funded up to a certain amount of customer connections based on a forecast.  I don't understand why Enbridge would be refusing to connect customers with any kind of revenue decoupling model.  Is there a revenue -- let me ask it this way.  Is there a revenue decoupling model that would not result in you declining to fulfill the obligation to connect?

MR. STEVENS:  When you say revenue decoupling model, Mr. Elson, what do you have in mind?  I mean, there is a universe of revenue decoupling.  I think we are focused here on revenue decoupling models that somehow remove what you are referring to as the incentive revenues from new customers.  Is that the sort of subset of revenue decoupling that you have in mind?

MR. ELSON:  I should have been more specific.  Mr. Kitchen, is there an approach to decoupling revenue from customer counts that would not result in Enbridge declining to fulfill the obligation to connect?

MR. KITCHEN:  I don't know.  And the reason I say that is that we have not looked at revenue decoupling.  We have an incentive mechanism, a price cap, that has been agreed to as part of the settlement.  It is price cap that is consistent with the RRF and that is what we are embarking on.  So, I guess I don't know if there is because we haven't studied it.

MR. ELSON:  Okay.  Well, we have your answers and I will move on.  I have some questions now, and this is my last area, around potential ways that the incentive discussed by the Current Energy Group can impact how Enbridge acts and some evidence that those actions are not always in the interests of customers.

And to start off I would like to turn to page 27 of the compendium.  And maybe we can turn to page 26 just to situate ourselves.  This is the Phase I decision.  And I would like to look at the highlighted paragraph at the bottom of page 27.  And it says that the OEB concludes that Enbridge Gas' proposal is not responsive to the energy transition and increases the risk of stranded or underutilized assets, a risk that must be mitigated.

And I have been thinking a lot about Phase I, and I have come to the conclusion that Enbridge's proposal was not responsive to the energy transition and would have increased the risk of stranded or underutilized assets because of the incentives that were facing Enbridge.  Do you agree with that?

MR. STEVENS:  And just to situate ourselves, Mr. Elson, when you talk about Enbridge Gas' proposal I believe this is from the energy transition section of the decision.  Which proposal is it that you are referring to at this point?

MR. ELSON:  Well, I can refer to another portion of the decision if that is helpful.  I believe the proposal listed here is referring to the entire application.  But I can refer to this in specific, the portion about the capital budget.  And maybe we can turn to page 30, if it is helpful to more particularize it.  And the question, or the statement of the Board, panel, was that the proposed capital expenditures for 2024 do not reflect the risk associated with the energy transition, more specifically the longer term risk of underutilized or stranded assets.  And, again, it seems to me that the reason that Enbridge put forward a plan that did not reflect the risks associated with energy transition was not due to competence.  You have an extremely competent team.  It seems to me it is because of the incentives facing Enbridge.  I know you may disagree with that but I am going to be making that argument in our submissions and I would like to put it to you so that you have an opportunity to respond to it.

MR. KITCHEN:  First of all, thanks for the compliment.  I don't agree.  So, you know, I think that in the Phase I proceeding we have the Board's decision.  We are cognizant of the Board's decision.  We put forward what we thought to be a reasonable energy transition plan.  And parties didn't agree with that and that is what happens and, you know, you don't always get the decision that you want.  But that said, I don't think that being, you know -- wanting to add customers because customers want to choose natural gas is somehow creating a false incentive.  What we are doing, excuse me, is meeting the demands of customers and we are properly receiving the revenue.

MR. ELSON:  If we could turn to page 31, this is the November 2022 decision in Enbridge's most recent DSM proceeding.  And if we could turn to page 32.  And here, it is describing that:
"The OEB has also removed the requirement for program participants to continue to be gas customers as a condition of participating in DSM programming.  The OEB is of the view that requiring program participants to remain a natural gas customer after completing an efficiency project is inconsistent with allowing customers to make their own energy use decisions."

Now, I am going to avoid asking you about the motivation behind Enbridge's original proposal, but I think you would agree that a requirement that customers continue to be gas customers as a condition of participating in DSM programming would have resulted in fewer customer exits from your system and less revenue loss as a result of those customer exits.

Is that fair to say?

MS. MURPHY:  Sorry, Mr. Elson, would you mind just repeating that question for me, please?

MR. ELSON:  Sure.  I think you would agree that a requirement in your DSM programming that gas customers continue to be gas customers as a condition of participating -- that is the requirement that the OEB removed -- that that requirement would have resulted in fewer customer exits from your systems, for example, through air-source heat pumps, and would have resulted in less revenue loss relating to those customer exits?

MS. MURPHY:  Thank you.  I will respond on the customer exit piece and then I am not sure if anyone else on the panel will also want to jump in.

I think, despite this ruling from the OEB, what I can tell you is that, you know, we have had a very successful DSM program with the federal government funding the home energy retrofit plus program, where a lot of people have -- there has been a huge uptake of heat pumps.  As of November, I am aware that it is over 80,000 customers took on heat pumps.

And despite this ability for them to leave the gas system once they took on a heat pump, we found that it was only about one percent of customers that disconnected.  So yes, I think if we had the ruling from the OEB that they must stay a gas customer, we would have had more customers stay on.

But that number is very small because, even with that customer choice, 99 percent of the customers that participated in our DSM program and got a heat pump stayed connected.

MR. ELSON:  I would like to move on to page 33 of this decision.  And it says that:
"The OEB finds that focusing efforts on gas heat pumps, a technology that is not currently commercially available nor as cost effective as electric heat pumps, is not prudent."

Again, I am not going to ask you about motivations, but the initial proposal to focus on gas heat pumps despite them not being as cost effective seems to me to be consistent with the utility looking to avoid customers leaving the system in the course of an energy transition.  Do you agree with that?

And I acknowledge you are not going to agree with a lot of the things that I am saying, right now, but I do think it is helpful for you to have the opportunity.  And maybe you will agree with it, because it seems self-evident to me.

MS. MURPHY:  I believe you won't be surprised when I say I disagree with your statement.  I think the focus of our demand-side management programs -- and I qualify this with saying I am not on the DSM team -- but my understanding of our DSM programs is to help our customers with energy efficiency using natural gas more effectively.

And so I think our intent at that time was that there is a technology that could help make gas heating more efficient, so we put that technology forward as part of our DSM application.

MR. ELSON:  If we could turn to page 36, please.  This is an interrogatory from this current proceeding.  And if, Ms. Monforton, you could -- yes, just zoom down a bit.  Sorry, you could just stay on the Enbridge ad up at the top.

Despite the OEB's order that we just looked at, Enbridge still ruled out a residential natural gas heat program.  Right?  And I understand your argument is that in support of this is that Enbridge used O&M funding for this DSM program, not DSM funding.

MS. MURPHY:  Yes.  That is my understanding with the caveat that, again, I am not part of the DSM team or the team that has rolled out this program.  But my understanding is yes, this was funded through O&M, not the DSM funding.

MR. ELSON:  And this is still an ongoing program.  Correct?

MS. MURPHY:  I don't believe the panel is aware of the current status of this.

MR. ELSON:  Okay, that is fine.  If we could turn back to page 34.  And at the bottom of page 77 of the OEB's DSM decision:
"The OEB agreed with parties that suggested that research and development funding not be expended on natural gas-fired measured where there are electric alternatives such as heat pumps."

Do you see that there?

MS. MURPHY:  Yes, I do see it.

MR. ELSON:  And we can return back to page 37, because Enbridge has been spending R&D funds on gas-fired measures despite the OEB order not to do so, but on the basis that those are being funded through the O&M envelope and not the DSM budget.  Correct?

MS. MURPHY:  Yes.  My understanding is that decision pertained to how we would spend our research funding that is part of our DSM application.  It wasn't directing Enbridge through other means not to look at that technology.

MR. ELSON:  I would like to ask for an undertaking, because we have some details about this spending.  But they are intermingled across many pages and not something the Commissioners can easily digest.

And I would ask you to please prepare a document summarizing the total O&M spending by the technology development team on gas-fired measures for each year from 2022 forward, and include both a total for each year and a breakdown by project.

Could you undertake to provide that?

MR. STEVENS:  First, and this is in no way agreeing to the undertaking; I want to make sure I understand the request.  You are asking Enbridge to summarize the total O&M spending on gas-fired -- is this new technology measures?  Is that the --


MR. ELSON:  Yes.

MR. STEVENS:  Is that the category?

MR. ELSON:  Yes.  It is spending by the technology development team, restricting it to essentially R&D spending on gas-fired measures.

MR. STEVENS:  I am sorry, you said the development -- the technology development team?

MR. ELSON:  Yes.

MR. STEVENS:  Can you help me with just the relevance of this to the revenue decoupling mechanism?

MR. ELSON:  Two reasons:  One, it is an example of how the incentive to connect and retain customers exhibits itself in Enbridge's behaviour, including continued spending on gas measures despite the OEB's commentary on the lack of benefit from such spending.

And it is also, secondly, an example of how the incentive causes behaviour that is not in the interest of customers.

Now, Mr. Stevens, I expect you will disagree with me on the substance of both of those points, whether the spending, you know, is appropriate or inappropriate or in the interests of customers or not in the interests of customers, but it goes to a question that has been addressed which is what this incentive does and whether it is a problem.  And we think the incentive has an impact on what Enbridge does, and it is a problem, and that this is an example of that.

MR. STEVENS:  With respect, Mr. Elson I am having real difficulty with all the work that this incentive phrase is doing in your request.  I understand we are talking about dulling or taking away or reallocating Enbridge's incentive to add new customers.  That is what the revenue decoupling mechanism is about.  You are speaking about different incentives, I think, about how Enbridge is choosing to spend O&M funds or funds that it already has within its envelope, on different gas-fired technologies, and, with respect, I just don't see the link.

MR. ELSON:  I don't have time to debate you, I am afraid, Mr. Stevens, so I will have to move on.  If we could turn to compendium page 51 -- and, panel, I think you will be aware that the Commissioner for Competition has commenced an inquiry into alleged deceptive marketing by Enbridge.  Is that correct?

MR. KITCHEN:  I am aware of that, yes.

MR. ELSON:  If we could turn to page 53, there is an example of some of that marketing.  And, on the right-hand side, it says:
"Compared to other fuels and electricity, natural gas is the most cost-effective way to heat your home and water."

And we also have a chart that is providing a comparison between electricity and natural gas, and it shows that annual heating bills with natural gas are cheaper than electricity.

I think you would agree that these are not true statements, and they weren't true in January 2023 when this document was circulated.  Would you agree with that.

MS. MURPHY:  I would just note that this is [audio dropout] recent version that you have referred to on page 53 of the compendium.  Enbridge has made changes since the time that that complaint was made, and there are updates that had been provided in the Phase 2 evidence, on the marketing material issue.

I would say that wording might be -- I am not sure I would use the word "misleading."  We weren't trying to mislead customers.  It just might not be clear.  When we say "electricity," it was meant to refer to electric resistance heating, and it is not an untrue statement.  Natural gas, if you heat with natural gas, it is cheaper than if you heat with electric resistance heating.  And it was in no way intended to show a comparison to heat pumps.

Since the time that even when I said that there have been materials filed in the Phase 2 evidence, further changes have been happening because, in the settlement, we agreed that we would remove mentions of affordability and comparisons unless it was to show cold-climate heat pumps.  So this material doesn't look like this today.

MR. ELSON:  That is fair to say.  And there has been a lot of work from the OEB and intervenors to change this.  But, with this particular, document I think you would agree that disseminating something that is misleading is not in the interest of customers.  Is that fair to say?

MS. MURPHY:  I disagree with the characterizing this as misleading.

MR. ELSON:  Enbridge changed this just for no reason, not because it was misleading?

MS. MURPHY:  It was Enbridge's longstanding practice to put this information out.  I believe new technology in the form of electric heat pumps has come up.  And, through discussion in Phase I that led to the Board asking us to come back in Phase 2 and talk about our marketing materials and do a scan and see if something needed a change, we agreed that we could be more clear.

But I just don't think we were purposefully trying to mislead customers.  It almost sounds like you are suggesting we were doing it in a malicious way.  I don't think that was the case.  I think it is just the case that, as this new technology came up, we hadn't adapted the wording to recognize that there are different ways of heating homes with electricity.

MR. ELSON:  Well, let's turn to page 54, and this is your evidence from this particular proceeding.  You have a January 2024 heating comparison chart, and this is after the Commissioner for Competition commenced an inquiry, and still there is a chart comparing gas to electricity.  And, heat pumps, they are not on this chart, are they?

MR. STEVENS:  Excuse me, Mr. Elson.  Can you help us as to the relevance of this line of questioning to the issue in front of the OEB as to revenue decoupling and customer numbers?

MR. ELSON:  I can, Mr. Stevens.  We had a question yesterday for the Current Energy Group:  How does the incentive impact what Enbridge does?  And, in our submission, which we will be making in submissions, this is an example of how the incentive to earn more revenue from customer connections impacts the behaviour of Enbridge Gas.  Because what we see are materials that are not neutral; we see materials promoting gas and doing so in a way that at least we argue is misleading.

And what we are trying to say is that the incentive not only has an impact on customers through receiving this information that is misleading but also that that impact is negative.

MR. STEVENS:  Okay.  Understood.  It seems to me that, if you want to make that submission in argument, of course, you are welcome to do so.  The witnesses have made clear that the marketing materials that you are bringing forward aren't being used now.  It was the subject of settlement in Phase 2, and I definitely question the relevance and usefulness of this, noting that, at least from my time count, you have kind of finished up your time estimate from your first tranche and your second tranche.

MR. ELSON:  Well, if you keep objecting, then I will continue --


MR. STEVENS:  I have objected twice, Mr. Elson.

MR. ELSON:  I will say, in terms of the materials that are being provided to customers today, Ms. Murphy, that someone could go to Bobcaygeon right now and get a free doughnut and a free coffee and still they would be receiving a cost comparison chart that doesn't include a heat pump.  Is that fair to say?

MS. MURPHY:  I would say that is not fair to say, although I haven't been to Bobcaygeon and bought a coffee and a doughnut recently, so I am not a hundred percent sure what would have been given to me if I had, and noting that I believe the date in which energy was to comply with the settlement agreement is tomorrow.  Perhaps if I had been there recently, I would have been handed marketing material.

But my understanding is that the company is doing everything we can to make sure we are complying with the requirement in the settlement agreement, which gave us a number of days to either add cold-climate air-source heat pumps to our energy comparison or to remove any energy comparison information completely.  So I believe that as of if not already tomorrow that that information would not be provided to customers in Bobcaygeon or potential customers, I should say, in Bobcaygeon.

COMMISSIONER MORAN:  I think we understand this point.

MR. ELSON:  Yes.

COMMISSIONER MORAN:  I am wondering if we could move on.

MR. ELSON:  That was actually what I was about to say, Mr. Chair.

COMMISSIONER MORAN:  Thank you.

MR. ELSON:  I was going to ask you some questions about Enbridge Sustain, but I believe that they will be addressed separately, and so I can leave that and actually just move to my last question, which is to circle back to where I started.  If we could, turn to page 56 of the compendium.  I can say, Mr. Chair, I believe I have a very short amount of time left and that will be sufficient to finish my questions.

COMMISSIONER MORAN:  By my count, you still have about 4 minutes.

MR. ELSON:  That should be perfect.  So, on the screen here, I said I would circle back to the DSM decision -- sorry, to the Phase I decision.  Following the Phase I decision, I assume you are aware that the president of Enbridge Gas wrote letters to municipal mayors, asking them to write to their MPPs in support of legislation to overturn portions of the Phase I decision?

And I assume you are aware that the letter says:
"This disappointing decision sets a deliberate course to eliminate natural gas from Ontario's energy mix."

I think you would agree that that is a very bold thing to be saying about Enbridge's regulator.  Wouldn't you agree?

MR. KITCHEN:  I am not going to agree or disagree whether it is bold or not.  It is the way that we -- the way that we felt at the time and we put that out there.

MR. ELSON:  And you didn't feel like you should also be saying to mayors that the Ontario Energy Board was attempting to ensure that natural gas would continue to be part of Ontario's energy mix by rationalizing the costs today to be consistent with multiple futures.

MR. KITCHEN:  Can you repeat that question?

MR. ELSON:  Not verbatim.

MR. KITCHEN:  How about something close?

MR. ELSON:  You didn't feel like you should say to mayors that the OEB was reducing costs in the gas system to ensure that there would be a viable gas system in the future, in multiple futures, multiple scenarios?

MR. KITCHEN:  We did not include that in the letter, no.

MR. ELSON:  Would you agree that this letter is consistent with the utility fighting to make sure that customer connections do not decline due to changes in the revenue horizon?

MR. KITCHEN:  Mr. Elson, this letter was sent because under the zero revenue horizon we would have not got any return for investing capital.  We are an investor-owned utility and, of course, our shareholder wants to invest capital and earn a return and that is our business.  And we are not a ashamed of that because we provide a service to customers and we should receive a fair return for that.  So, like any company that is investor owned they want to maximize profit and, again, that is what an investor owned company do.  We have a duty to the shareholder as well as a duty to the customer.

MR. ELSON:  Thank you, Mr. Kitchen.  I think that is another way of saying it is just the result of the incentives that are facing us and that is the answer that I was looking for and so on that point --


MR. KITCHEN:  I don't necessarily agree.

MR. ELSON:  Okay. Well, then we will have to continue.

MR. KITCHEN:  We can just -- from my perspective, I don't think the incentives that we have are in any way skewed.  They are what they are.

MR. ELSON:  They are what they are.  Thank you, Mr. Kitchen.  I have no more questions.

COMMISSIONER MORAN:  Thank you, Mr. Elson.  Mr. Mondrow.
Cross-Examination by Mr. Mondrow


MR. MONDROW:  Thank you, sir.  Sorry, I thought there were people ahead of me but I am quite happy to proceed.

Good morning, panel.  I only have 10 minutes so I am going to make the most of them.  I think, Mr. Macpherson, this may be for you.  Would you agree with me that the implications of the energy transition for future gas services are different for different types of customer?  And, obviously, I am speaking from the perspective of large industrial.

MR. MACPHERSON:  So, what you are asking is based on known technologies if there is a prediction that utilization is going to change differently for different residential, commercial and industrial sectors?

MR. MONDROW:  That is one way to look at the question, sure.

MR. MACPHERSON:  Yes, I would agree that.

MR. MONDROW:  Okay.  And yesterday I asked the Current Energy Group, I gave the example of decarbonization of steel making through electric arc furnaces which, in fact, increases the need for gas connection and gas volume consumption while significantly decarbonizing the steel making process.  Are you familiar with that steel making transition?  And is my characterization of the requirement for more gas combined with the decarbonization accurate?

MR. MACPHERSON:  Not precisely.  You referred to electric arc steel making.  There is one company in northern Ontario called Algoma, they are doing a transition project to adapt electric arc steel making, which is basically a steel making that involves recycled steel.  The project that I believe you are talking about is ArcelorMittal Dofasco's decarb project which involves direct reduced iron, which requires huge amounts of natural gas displacing metallurgical coal in the process.

MR. MONDROW:  And decarbonizing the process along the way.

MR. MACPHERSON:  Absolutely.  I believe it is the largest emissions reduction project in the country, subject to check.

MR. MONDROW:  Thank you for the clarification, I appreciate it.  And am I correct that the implications for future gas service to various types of customers, customer classes, is a matter that you will, you being Enbridge, will be considering and addressing as part of your next rebasing?  So, let me leave it at that and I can elaborate if you wish.

MR. MACPHERSON:  If you could elaborate, I am not sure I understand the question.

MR. MONDROW:  Sure.  So, you have been directed to consider a number of potential implications in responses to the energy transition as part of your next rebasing?

MR. KITCHEN:  Yes.

MR. MONDROW:  And the extent to which different types of customers will be impacted differently and may drive different regulatory framework modifications will be part and parcel of that consideration?

MR. KITCHEN:  I would expect so.

MR. MONDROW:  Thank you.  Let me move to a second of three areas that I wanted to talk to you about.  And so, let me put it to you this way.  Mr. Kitchen, this is probably for you.  Even if one accepts that it is appropriate to constrain new customer connections in the face of the energy transition, so let's accept that premise for a minute, you say and you said a few minutes ago that conflicts with your obligation to serve?

MR. KITCHEN:  Under -- yes.

MR. MONDROW:  And in particular clawing back of IRM revenue is a blunt instrument that I think Enbridge's concern is could, I will use the colloquial, mess up the IRM period cost revenue balance, thus violating fair return standard or regulatory compact.  And the problem of new customer connections, if one accepts the premise, requires more expansive, perhaps a more nuanced, certainly a more considered tool kit in response.  Would you agree with that?

MR. KITCHEN:  I would agree with that, yes.

MR. MONDROW:  And so, if the hearing panel in this proceeding were persuaded that the sort of decoupling mechanism that Current Energy Group has advanced should be further considered, would you agree that it would be appropriate to do so in the context of your broader energy response considerations being undertaken for your next rebasing?

MR. KITCHEN:  Of course, if the panel saw fit to issue the directive of course we would do that.  From my own perspective, as we move into the next rebasing we are going to be looking at a number of things, some of those commitments were made as part of the Phase II settlement.  What we are also going to be looking at the regulatory framework that we will want to take, I guess, beyond 2028 where that is a continuation with the price cap, a custom or some other mechanism.  But certainly, you know, I don't imagine that this topic will go away.  And whether we are directed or not.  So...

MR. MONDROW:  Sorry, if the panel -- if this hearing panel concluded there is merit to the sort of decoupling proposals put forward, I am suggesting to you given what we talked about in the various things you are going to be looking at facing and the concern about isolating this technique, I am asking whether your view it would be more appropriate to consider that direction in concert with those other considerations as opposed to in isolation in this proceeding.  That is what I am suggesting.

MR. KITCHEN:  Sorry, yes.

MR. MONDROW:  Thank you.  I want to -- the third topic I want to talk to you, in my few remaining minutes, is this notion of government policy that Mr. Elson took you to, and I would like to go back to the -- it is called the Ontario's Affordable Energy Future document from October 2024.  So that was produced by Mr. Elson in his compendium, which is Exhibit K2.1.  It is at page 99 in that compendium.  I am looking at a different version of that, because I want to take you to something I highlighted before this proceeding started.

But I want to go to page 22 of that document, if I could, Ms. Monforton.  Sorry, I don't have a PDF number for you, but it is page 22 of this government document.  And you are on it -- perfect.  So scroll down to where it says "natural gas", please.  If you could put that at the top of the screen, that heading?  Now that is where I want to start.  Thank you.

First of all, I was listening to Mr. Elson and your answers, and it seems to me that divining government policy with respect to natural gas has been a bit of a challenge.  I expect that has been a challenge for you, I expect it has been a challenge for this regulator; it has certainly been a challenge for me.

I think the Phase I decision has actually helped to crystallize and push that process along, at least a little bit.  And I think in part, in response, we have this document.

Would you agree with me first of all that this document is the most recent statement of government energy policy?  That may be for you, Ms. Murphy, or Mr. Kitchen; it doesn't matter to me.

MS. MURPHY:  Up until yesterday, I would have agreed.  But yesterday, the Ontario government released another ERO statement/posting, that is on getting stakeholder feedback on the principles that should inform their policy on natural gas abatement.  So this is very recent.  And then there is even one more consultation that you could also look at, that is specific to natural gas.

MR. MONDROW:  Fair.  In fairness, I haven't seen that or looked at it.  I was busy last night.  But that is seeking input rather than providing policy guidance for the time being, I assume.  Correct?

MS. MURPHY:  Yes.  I agree that is the purpose.  It does have a few more helpful quotes on the role of natural gas, very similar to what we are looking at on the screen.

MR. MONDROW:  Okay.  So I appreciate that.  But, since I haven't looked at it, I want to focus on the screen.  And because I think it is important to put what government policies are in context, and Mr. Elson took you to some excerpts, but not the ones that I want you to comment on and I want to draw to your attention.

So there is this two-page section, it is one page in total, I guess, section, in this government document.  And I note the sentence at the end of the first paragraph is that:
"Natural gas is a vital component of Ontario's energy mix in the province's first integrated energy resource plan."

Now, that first integrated energy resource plan is a plan or policy that we have yet to see, obviously; that is anticipated next year.  Is that your understanding?

MS. MURPHY:  Yes, that is my understanding.

MR. MONDROW:  Okay.  And there is a lot of talk about natural gas as a fuel for electricity generation.  But you see at the beginning of the second paragraph that:
"The government policy recognizes that natural gas fulfills diverse roles across the industrial, residential, commercial and agricultural sectors."

And so would you agree with me that the government has articulated the role of natural gas beyond gas-fired power generation, including in other contexts, and I would suggest including in home heating, at the moment.

Is that fair?

MS. MURPHY:  Yes, I believe that is fair.

MR. MONDROW:  Okay.  And if we look at the third paragraph of the section, the government says:
"There is a need for the energy system to adapt to the pace of change, so consumers continue to be empowered to make choices about their energy services."

And indeed, choice is a principle that Enbridge has repeated and emphasized, again and again.  So this part of the policy certainly resonates with Enbridge's view.  And I assume you would agree that?

MS. MURPHY:  Yes.  Certainly we have been speaking about customer choice and integrated energy planning.  Even if you look back to our Phase I evidence, we are agreeing that that would be consistent with what we are looking for, as well.

MR. MONDROW:  Right.  And at the end of this paragraph, to the integrated energy planning point, the last sentence says:
"This coordination would ensure that electricity resources keep pace with demand as an increasing number of customers switch energy sources over time, while reducing the risk of stranding assets before the end of their useful life."

So there we see three different concepts blended into one sentence, and they are not -- they are actually mutually exclusive in some respects.

So the first is ensuring electricity keeps up with the pace of demand.  The second is customer switching from other energy sources to electricity, so those two things are consistent.  But then we have reducing the risk of stranding assets before the end of their useful life, the point of which is this is complicated, and there is a balance required.  And that is what, to some extent, I would imagine Enbridge is struggling with.  Is that fair?

MS. MURPHY:  Yes, I think that is fair.  I think, when we look at various pathways, documents that have been put together and, for example, the report that Mr. Elson was noting earlier from the Canadian Climate Institute, there are so many different aspects that need to be considered and that one, for example, noted they hadn't included stranded asset costs.

And I think the government is looking to really take all those aspects and consider them in a balanced approach in the integrated energy resource plan.  And that doesn't sound like an easy task, but that is something that they are indicating that they will be doing through integrated energy resource planning.

MR. MONDROW:  Can we, just to finish off with my time here, go to the top of the next page, please, Ms. Monforton?  Sorry, I think that may be too far.  It is the top of the next page, not this page, sorry, so continuing in the natural gas section.  It should say -- that is right, "Priorities for natural gas."  Thank you.

So I see at the top of the page:
"Going forward, Ontario will include a natural gas policy statement in its integrated energy resource plan to provide clear direction on the role of natural gas on various energy futures."

So let's all hope for clear direction, but what that indicates, at least, is more direction is coming?

MS. MURPHY:  Yes.  We believe based on this document that that would be included in the province's first integrated energy resource plan, which is further reinforced by the environmental registry post on the natural gas policy that I mentioned earlier.

MR. MONDROW:  And then if we look at the three bullets, priorities for natural gas, the first priority is kind of a parental, motherhood-type statement:
"The build-out of a cleaner and more diversified economy must be paced, keeping energy costs competitive."

I think everyone would agree with that.  The government does feel:
"There is a need for an economically viable natural gas network to support a gradual energy transition to attract industrial investment, drive economic growth, maintain customer choice and ensure overall energy system resiliency, reliability and affordability."

So that speaks to pacing.  And:
"The government recognizes the continued role", in the last bullet, "for the OEB as the natural gas system's regulator to protect consumers, ensure utilities can invest in their systems and earn a fair return and enable the rational expansion and maintenance of the system."

I am emphasizing the word "rational."  But again, I would suggest to you that these priorities indicate certain internal tensions and inconsistencies and the need to balance and pace and really consider this transition process.  And I am hoping Enbridge will agree with that general proposition.

MS. MURPHY:  Yes, we would agree.

MR. MONDROW:  And so again, if one accepts the premise put forward by Current and Environmental Defence that the incentive to connect new customers needs to be revisited in order to protect customers to avoid stranded assets, I think you have agreed with me through these questions and answers that implementing that direction to the regulatory framework involves some balancing and some mutually inconsistent objectives, and requires or at least commends proper and integrated thought, and that rebasing is an appropriate time to undertake that.

MR. KITCHEN:  Yes.

MR. MONDROW:  Thank you.  Thank you, Mr. Chair.  I think I am out of time.

COMMISSIONER MORAN:  Thank you, Mr. Mondrow.  I note that it is quarter after 12:00.  Mr. Garner, you have 15 minutes; will you be able to take us to lunch, at 12:30?

MR. GARNER:  Well, what I would do is I would invite you to stop me at 15 minutes, and then we would have -- so I am in your hands.

COMMISSIONER MORAN:  I will agree to do that.
Cross-Examination by Mr. Garner


MR. GARNER:  Thank you.  Good morning, panel.  My name is Mark Garner, and I am with VECC.  I am going to try to be very quick.  I just want to start -- and I am not quite sure who to direct my questions to.  There are a lot of you here.  It may be you, Ms. Dreveny, for the first question.  In this mechanism that is being talked about, I just want to talk about the idea of revenue decoupling because, as I see this, this is a customer decoupling.  And there is another form of revenue decoupling which, as I say, separates the commodity from the distribution charges in the rate structure.  Would you agree with that?

MS. DREVENY:  I think, for those, you are referencing to some of the other examples in other jurisdictions, like Hawaii, for revenue?

MR. GARNER:  Well, I am actually looking for your proposal of the straight fixed-variable proposal.  Is that a form of revenue decoupling?

MR. KITCHEN:  Mr. Garner, I just want to confirm if you are thinking of revenue decoupling the same way I am thinking about revenue decoupling.

MR. GARNER:  Sure, go ahead.

MR. KITCHEN:  When I think of revenue decoupling in the volumetric, the traditional way of doing revenue decoupling, you basically have a forecast of revenue, and, to the extent that your actuals differ from that, you true-up to that revenue.  And the reason you do that in a lot of jurisdictions is because you want to take away the incentive of selling more volume.  Right?  And that is what they did in a lot of the U.S. jurisdictions where they wanted to encourage parties to take a DSM, for instance, and not be penalized for reducing volume.

That is the way I have understood it.  So, before we answer, is that the way you are --


MR. GARNER:  Yes, I think it is, and let me just cut to the chase.  Where I am going with this is:  Under your straight fixed-variable proposal, for instance, as I understand it, you would remove the average use account or you would no longer need the customer average use account.  Is that part of that proposal?

MR. KITCHEN:  Yes, because what would happen under that is that you would be collecting all fixed costs through a couple of fixed rates and only variable costs through the variable change.

MR. GARNER:  Right, and as I understand the proposal or proposals of my friend here, is one of them includes an average use account.  So would I be correct to say that, if we were to look at that proposal and that would be accepted by the Board holus bolus, at least one of these options we are talking about would no longer be an option because it wouldn't exist under that --


MR. KITCHEN:  We would view -- I think that the way I understand their proposal -- and I will be honest; I am not completely clear -- is that they would, even if we went to straight fixed-variable, under their proposal they would want a variance account around the number of customers.

MR. GARNER:  Right.

MR. KITCHEN:  So, to the extent that we added customers, even under a straight fixed-variable rate design, they would want us to true-up for that additional revenue, the recovery of fixed costs.

MR. GARNER:  On a customer basis?

MR. KITCHEN:  On a customer basis.

MR. GARNER:  Right.

MR. KITCHEN:  That is the way I understand it.

MR. GARNER:  As do I, so I just wanted to talk a little bit about that.  I just wanted to also talk a little bit about some things that were said this morning.  There was a discussion about connecting customers, and the question was asked to you about that.  And, in that question was -- and I think the record will show -- the suggestion that you dissuade developers from electrifying.  Do you dissuade developers from electrifying?

MS. BRUNNER:  No, we encourage the use of natural gas to reach our connection targets, but we don't dissuade.

MR. GARNER:  Right.  Thank you.  In an earlier part of this proceeding, in a motion, I was accused by my friend here of not understanding customer choice because the developer here is your customer.  Is that not right?  In these developments, you are dealing with a developer, not with an end-use customer.  Isn't that right?

MS. BRUNNER:  For the initial connection to a home, typically it is a builder or developer that is making the choice in alignment with their customers' preferences.

MR. GARNER:  Right, and you would agree with me that developer, like that developer picks the shingles for the house, the windows, the size of the place, the layouts, that developer is making a lot of choices and then, with their property, selling it to a customer?  That is the way it works.  Right?

MS. BRUNNER:  Yes.

MR. GARNER:  That is right.  And so, when this developer does this, there is no law in this province, is there, that says you can't offer your service to that developer?  There is no prohibition, is there?

MR. KITCHEN:  No.

MR. GARNER:  And that includes that you can offer them a coffee and a doughnut if [audio dropout]  And you don't offer any other financial bribe, financial bribe.  Aren't there rules the Board sets for you on how to create the cost for those, for that developer?

MR. KITCHEN:  Well, I will let the people who actually deal with the developers answer.

MR. MACPHERSON:  Yes, we follow -- the company uses the E.B.O. 188 guidelines in assessing the costs and benefits of their projects.

MR. GARNER:  Now, unfortunately, we -- sorry, go ahead.

MR. KITCHEN:  The only thing I would add to that is that you have talked about a coffee and a doughnut, and then you said "bribe", I think.

MR. GARNER:  Is the coffee and a doughnut a bribe?  I'm not sure.

MR. KITCHEN:  I am not sure the coffee and the doughnut is the bribe, but our code of conduct strictly prohibits us from doing any sort of thing like that around customers or getting anybody to agree to do anything.

MR. GARNER:  I think we can all accept there are ancillary benefits of having a coffee with someone from time to time which do not meet the --


MR. KITCHEN:  Yes, I wouldn't say having a coffee with you is just [audio dropout] cross-examine me.

MR. GARNER:  Well, you haven't tried yet, so let's leave that open.  The other thing I would just like to say is:  Mr. Macpherson, if you deal with developers, these developers, they are not unsophisticated people, are they?  They have got a lot of money on the line putting things together, don't they?

MS. BRUNNER:  Yes, so they are competitive organizations that know their businesses and know how to sell their products very well, know all the inputs.

MR. GARNER:  Yes, and they are pretty sophisticated in putting equipment into houses since they build a lot of them.  They tend to understand the types of options and whether a customer would be unreasonable to choose a heat pump, natural gas furnace, a small nuclear reactor in the basement.  They are able to provide how to do that.  They are fairly sophisticated people and look at the differences.  Right?  Leaving aside the small nuclear reactor.

MS. BRUNNER:  Yes, I think there is probably a certain familiarity with current energy sources, but, yes, they are sophisticated enough to make those choices.

MR. GARNER:  And, in those cases, there is no way for you to interact with the end-use customer, partly because there may not even be an end-use customer at the time of the development.  Is that correct?

MS. BRUNNER:  That is right.  The energy decision could be made years in advance of --


MR. GARNER:  And, again, we don't have a developer here, so we don't if there would be a way for them to interact with you to try to make some difference.  But what you assume, I suppose, is that the developer knows the market and knows what they want to put -- what sells in the housing market.  You don't put yourself in that position?

MS. BRUNNER:  Yes, the builders know their target market through various means, that they would be incented on their own accord as competitive businesses to be well aware of.

MR. GARNER:  Thank you.  And I want to return to the proposal.  Mr. Small, you were making a point when you were being cross-examined on the revenues and earnings, and you were making a distinction between that.  I wonder if you would just elucidate on the difference between getting revenue from a customer and the actual earnings you are making from a customer.  What is the difference?

MR. SMALL:  Yes.  All I was trying to get at there was bringing revenue in the door doesn't recognize that the company would incur costs to do that.  So revenues doesn't translate into earnings.  There is clearly an offset.

MR. GARNER:  Like depreciation?

MR. SMALL:  Yes, depreciation, the carrying cost of that investment and everything.  And often, you know, the investment is most expensive at the start, so you don't even necessarily have net-positive revenues right at the beginning.

MR. GARNER:  Now, could I go back to your -- and I know we haven't dealt with it yet because it is in Phase III, the straight fixed-variable rate design for residential customers.  One thing is not clear to me again with this concept of what revenues and/or earnings you are deriving from customers is, if we change the rate design in the next phase and it is accepted, is it possible that that -- I suspect that is being done on a revenue neutral basis in your calculation, but is it possible it just changes the risk of the recovery of the revenue because of the way you are redesigning the rate?  So might it change something in that?

MS. DREVENY:  Yes, I would agree with that.

MR. GARNER:  Right, so some of the issues that were discussed here might change again after the Board reviews that and either approves -- it approves it in some modification, or that might change some of the discussion we are having now.

MS. DREVENY:  Potentially, yes.

MR. GARNER:  Thank you.  I just have one last question.  If we can use Mr. Elson's compendium, I just want to go to page 23, I think it is.  It is this heat-exchange thing that was being talked about.  If we could go to the top of that, the is from -- I guess, Ms. Murphy, this is for you.

My difficulty with looking at stuff like this is:  Is there an author to this?  Do you know of this study?  Is there an author?

MS. MURPHY:  Yes.  That report has been put together by the Canadian Climate Institute.

MR. GARNER:  No, I meant the person.  Do you know of this person?

MS. MURPHY:  It would be a group of people.

MR. GARNER:  Oh, I see, and you don't know who this group of people is, do you?

MS. MURPHY:  No, not personally.

MR. GARNER:  No, and neither do I.  Thank you.  Those are my questions.

COMMISSIONER MORAN:  Thank you, Mr. Garner.  We will take the lunch break, and we are going to come back at 1:00 so that we make up some of the time.
--- Luncheon recess taken at 12:26 p.m.
--- On resuming at 1:02 p.m.

COMMISSIONER MORAN:  Good afternoon.  Mr. Quinn, you are up next.

Cross-Examination by Mr. Quinn


MR. QUINN:  Yes.  Thank you, Mr. Chair.  Good afternoon, Commissioners, and good afternoon to the witness panel.  I am Dwayne Quinn on behalf of FRPO.  I think I have met most of you.  Mr. Mondrow was leading you through some of the murkiness in terms of direction and yet some of these propositions are unclear to me and I was hoping that you could be of some assistance to help me understand Enbridge's position.  So, I had sent to Ms. Monforton the letter that was submitted on Monday from Enbridge, and thank you.  If we can just start at page 2, although I highlighted a section of page 3 just in context.  On page 2, middle of the way through, it says -- there it is there.  


At the outset of ED 2 Enbridge sets out general reasons why it opposes the proposal.  These include the following.  If we move to page 3, please, and okay.  The second bullet down is what I would like to achieve some clarity on.  It says the CEG/ED proposal is at odds with the concept of competition something that underlies the OEB's rate-making models.  I think I understood most of Enbridge's other concerns, but that one evaded my understanding, and I was wondering if somebody could help me with your concerns in that area and how it applies to the propositions by CEG and ED.


MR. SMALL:  Sure, I will take a first stab at it.  I think our concerns are -- is that under incentive regulation I think there is an intent to have utilities be incented in somewhat similar ways to the competitive environment, and under the competitive environment most companies would seek to grow, achieve economies of scale, as a couple of main points, and under this proposal where, in essence, all incremental revenues of customer growth are given back that seems to go against those premises of achieving growth or recognizing scale economies.


MR. KITCHEN:  Mr. Quinn, I just would add to that if you actually -- perhaps Angela you could bring up Enbridge's response to ED question 2.  If you just scroll down to point E, bullet E, I think this is what we are referring to, Mr. Quinn.  And it really goes back to the fact that the Board in their renewed regulatory framework for electricity distributors talked about the fact that there was intention to move away from cost of service and provide utilities with incentives which were more closely resembling cost minimizing companies.  So that is really the genesis of that comment.


MR. QUINN:  Okay.  That is helpful, Mr. Kitchen, to understand.  And to Mr. Small's original response, he talked about the competitive environment.  And is a competitive environment just as it pertains to the Board's framework or is there a broader competitive environment that concerns Enbridge in this situation?


MR. SMALL:  I think I was referring to a competitive environment in comparison to an unregulated market.  That is all I meant by that.


MR. QUINN:  Okay.  Okay.  Well, I have been learning as we go in this process and, Mr. Chair, I don't want to take any more of the Board's valuable time here.  So, I will re-read this section and hopefully understand more as the proceeding goes on, so those are my questions.  Thank you very much.


COMMISSIONER MORAN:  Thank you, Mr. Quinn.  Mr. Rubenstein.

Cross-Examination by Mr. Rubenstein


MR. RUBENSTEIN:  Good afternoon, panel.  I would like to just start off following up on some of the discussion you had this morning with Mr. Elson.  Mr. Kitchen, I believe you said this and I will ask you to clarify, essentially you said that if the OEB approves either CEG recommendation on decoupling Enbridge will no longer connect customers; did I hear that correctly?


MR. KITCHEN:  That is our position, yes.


MR. RUBENSTEIN:  And this is even though under section 2.21 of GDAR, which applies to Enbridge, and I will just read it, "A gas distributor shall connect a building to its gas distribution system in accordance with section 4.2.2 of the Act".


MR. KITCHEN:  That was the conversation I had with Mr. Elson around the obligation to serve, and we don't believe that that -- I don't believe, and we don't believe, that obligation exists if you take away the revenue.


MR. RUBENSTEIN:  And that is even -- this is also your position is also with respect to 4.2.2 of the Act?


MR. KITCHEN:  That is my position, yes.


MR. RUBENSTEIN:  And that just so we are clear, under the heading Duty of Gas Distributors says that subject to the Public Utilities Act and the Technical Standards and Safety Act, 2000, and the regulation made under the latter act there is some other sections a gas distributor shall provide gas distribution services to any building along the line of gas distributors, this connection -- pipelines upon request in writing of the owner/occupant and other persons in charge of the building.  That the company's position?


MR. KITCHEN:  That is the position if we move to decoupling.  I am sure that if that decision is made there will be many more conversations that happen around how we actually remove that duty.  But I am, again, I am not taking a legal position.  I am just saying that is our -- my position and our position as a company not to connect customers.


MR. RUBENSTEIN:  Okay.  And so, I am going to ask you -- it doesn't have to be by undertaking -- maybe it is a request for the panel or request of Enbridge, in your argument in chief to set out your legal position in the up front about why that is a permissible decision for the company to make based on the requirements in GDAR and the Ontario Energy Board Act.


MR. STEVENS:  We will certainly consider that -- argument in chief and how fully we might or might not choose to answer that question, we will have to see.


MR. RUBENSTEIN:  As I understand the company's position, it opposes the CEG revenue decoupling proposals on the basis that you do not agree that the company should be made indifferent to adding customers.  At a high level that is one of the -- that I have read a number of the correspondence and responses.  Do I have that correct?


MR. KITCHEN:  We don't believe that it makes us indifferent.  It actually disincents us.


MR. RUBENSTEIN:  All right.  But if the proposal made you indifferent, would you support some version of a revenue decoupling that makes you indifferent?


MR. KITCHEN:  Just one moment, please.  Maybe you can just help me a bit, Mr. Rubenstein.  When you say indifferent, indifferent as to what?


MR. RUBENSTEIN:  Well, let me just give you an example.  If a mechanism was created that insured that the company only retained during the IRM term incremental revenues from new customers to equal the incremental costs of those new customers.  Would you --


MR. KITCHEN:  No, we wouldn't.  We would not agree with that.


MR. RUBENSTEIN:  And why not?


MR. KITCHEN:  Because under the current IRM mechanism, under a price-cap mechanism, the revenues from growth, all of the revenues, are there as -- are there to help support and to help to manage all the costs that occur during an IRM.  So, it manages the cost pressures, it manages the -- takes into account the capital and cost required for adding new customers.  And it also -- it contributes to us earning our allowed ROE.  Basically what you would be saying is you are taking away one of those, I don't know, I would call it a fundamental part of the mechanism that allows us to achieve our allowed, and manage the costs in the price cap.

I think the other thing, too, is it is interesting to me is I took a look back at sort of the experience over the last, since -- well, since 2013, of price cap mechanisms.  And I looked at allowed versus achieved.  And over that period, on average, we only achieved about 75 basis points higher than allowed.  And yet we added 400,000 customers.  So how is there -- there is no windfall.  There is no great, you know, benefit that we are seeing in terms of the financials.

MR. RUBENSTEIN:  Yes.  I wasn't suggesting -- I didn't ask you if there was windfall.  I just want to conceptually understand, if ultimately the proposal, some mechanism existed where the incremental -- where you would only retain incremental revenues that cover the incremental costs, including the return on capital for those incremental customers, would you -- would that be a disincentive for you to connect customers?

MR. KITCHEN:  I think it would probably be less of an disincentive than perhaps what Mr. Elson is proposing, but it still would be a disincentive because we need all those revenues to help us manage the cost through the price cap, through the IRM period.

MR. RUBENSTEIN:  Is there a difference in the incentives from your perspective in adding customers in a cost-of-service year as compared to an IRM year?

MR. KITCHEN:  Just one moment.

I guess the difference, the difference for me is that -- and Mr. Small can chime in.  But when you are in annual cost of service -- let's go back to the prior mechanism before we got into periodic cost-of-service proceedings followed by periods of IRM -- you would actually build the customer additions into rates each year.  And you would build into rates the deficiency that is associated with those customer additions in the early years.

Under an IRM, that doesn't happen.  Under IRM, we actually -- for new customers, for many -- for many years -- for several years, we are in a deficiency position.  In other words, that we lay out all of the money to connect the customer upfront, and then we collect the revenue.  And that revenue is not sufficient to cover the cost of connection.

It is only over the life of the asset, over the -- let's just say over the 40-year EBO 188 period, that we earn the allowed, assuming the PI is 1.0.

So I think that, for me, that is the difference.  In cost of service, you get to build it in immediately whereas, over the IRM, it is actually a drag on earning, and because you are not building it in.  So we need the revenue.

MR. RUBENSTEIN:  So let's turn to that.  And I think you have just mentioned, and I think you provide this in your response to the updated response to Environmental Defence question No 3.  Maybe we can -- let's go to that.  If we can go to page 44 of the SEC compendium, K1.3.  I am looking on page 84 of the SEC compendium is probably easiest.

If we go down to the third paragraph, the last sentence, you say "As a result" -- And then, here, you are discussing what the costs and revenues, and how they are recovered.  You say:
"As a result, in the near term, where rates are set through a price cap mechanism, not cost of service [audio dropout] customers actually creates a drag on earning [audio dropout]."

Do you see that?

MR. SMALL:  Yes, we do.

MR. RUBENSTEIN:  And then you provide the analysis behind that on the next page, on page 85, table 5.  Do I have that right?

MR. SMALL:  Yes.  That does illustrate that.

MR. RUBENSTEIN:  And so I just want to understand the company's position.  Is it the company's position that when it adds -- every time it -- or an average, when it adds a customer during the IRM term, it will lose money during the IRM term on that customer?

MR. SMALL:  I would say on average.  Again, I think the start of that paragraph that you referred to, it is -- and this is one of the big problems that I have, is that this is when viewed in isolation, not in the -- like, we are trying to hive out one piece within an overall price cap mechanism, and that is the challenge that I really have, personally.

MR. RUBENSTEIN:  But internally at the company, when you are doing financial modelling, when you are thinking of your business, does the company -- forget about if you, sort of, created this analysis to be responsive of the question, does the company think about -- think, when it adds a customer on average, an average customer during the IRM term, it is actually going to lose money during that, during the IRM term?

MR. SMALL:  I think the company is cognizant of the fact that again, when we looked at just that individual investment, it is probably deficient at the start.  But it is not looking at that individually, typically.  It is looking at in the full kit and caboodle of everything that is going on, and it is also thinking long term in that attaching a customer when they want to be attached is when you need to do it, because they are probably not going to be there in the future.

So I don't think we are thinking about that specifically, but I don't think it is -- I think it is known that it is deficient in the early years, when viewed in isolation.

MR. RUBENSTEIN:  And so if we look at the table 5 in the analysis you are showing, you show the revenue shortfall on line 19.  Do I have that correct?

MR. SMALL:  That is correct.

MR. RUBENSTEIN:  And would you agree with me that in base rates, in the 2024 base rates, there is a total depreciation expense?  And I think it is about $734 million.

MR. SMALL:  I agree.

MR. RUBENSTEIN:  Does that sound about right?

MR. SMALL:  Yes.  Yes, subject to check, it is in that ballpark.

MR. RUBENSTEIN:  And a component of the depreciation expense is the existing connection assets.  Correct?

MR. SMALL:  I agree.

MR. RUBENSTEIN:  And you would agree with me that in 2025, the first year of the IRM term, some percentage of that connection assets that are in the depreciation expense will have fully depreciated for the first time in 2025, freeing up depreciation in base rates to spend on other assets.

MR. SMALL:  I would agree that that would be the case on all types of assets.

MR. RUBENSTEIN:  And then you would agree with me, in 2026, there is now further amounts, assets, that have notionally fully depreciated that were included in base rates, in the depreciation expense in base rates?

MR. SMALL:  I agree that there could be assets that are fully retired and stop.  Yes, that is certainly --


MR. RUBENSTEIN:  Well, mathematically, that is how it works.  Right?  Depreciation pools all the assets.  You know, you take --


MR. SMALL:  Right.  But you would think --


MR. RUBENSTEIN: ...usually the weighted average of all the depreciation-rated assets, and then --


MR. SMALL:  Sure.  Yeah, right.

MR. RUBENSTEIN:  -- every year, some portion is fully depreciated.  Correct?

MR. SMALL:  I agree.  I am just saying the depreciation doesn't necessarily stop under the concept.  You know, you keep depreciating until you retire the asset.

MR. RUBENSTEIN:  But that incremental revenue that you will have available during the IRM term is not shown in table 5.  Correct?

MR. SMALL:  You are correct, yes.  And I think we did highlight that.  We recognize -- I am trying to remember where now, where we said that, you know, we acknowledge that rates can support some capital spending because the cost of existing capital goes down.

MR. RUBENSTEIN:  Okay.  But just, when we look at this analysis -- and I agree it is in isolation; I accept that, and these are all complicated things.  The one piece you have missed -- you have not included one piece, an important piece of additional capital spending that -- or on capital spending or any other sort of -- any other types of spending that is supported by the base rates in 2024?

MR. SMALL:  You are right.  In this analysis --


MR. RUBENSTEIN:  Right.

MR. SMALL:  -- which was intended to illustrate the impact of prospective customer addition capital, it does not include the impact of historical customer addition capital and the impact it is having.

MR. RUBENSTEIN:  All right.  So when we look at this revenue shortfall, you would agree with me that the true revenue shortfall, if we can even say that, is going to be less than this; we don't no how much, but it is going to be less than that because you have this other pool of funds, so to speak, to spend on connection assets?

MR. SMALL:  Again, if you are looking at just customer connection capital, sure.  Again, that could all change when you look at the full envelope of capital spending that may or may not be required in any given year.

MR. KITCHEN:  I think what Mr. Small is trying to say is that, if you look at it globally, yes, there are customers there are assets that are more profitable than other assets because they have higher levels of accumulated depreciation and we are still getting revenue for it.  But we also need that capital, those revenues, to help fund the maintenance of existing systems to supply customers.  So it is a -- we don't look at it by sort of recovery on the basis of asset class; we look at it in total, and that is how we manage under the IRM.

MR. RUBENSTEIN:  Well, I understand that.  I am just looking at your -- this is your table.

MR. KITCHEN:  Yes, yes.  No, no, I understand.

MR. RUBENSTEIN:  Okay.  Now, I just want to understand the flip side scenario.  When I was talking with CEG yesterday with respect to, for example, their customer count variance account proposal and they had excluded capital costs, they had only included the incremental O&M costs, and, as I took their analysis, their view was the capital costs were already being recovered in the base rates, so you don't need to include that.  Is that correct, or was their view incorrect?

MR. SMALL:  Sorry, is your question:  Is that our interpretation of what their view --


MR. RUBENSTEIN:  Well, I want to know if their -- sorry.  I apologize.  I wasn't clear.  Do you agree with their view that you would only, if you were going -- to put it backwards, if you were going to create a system that actually matched incremental revenues with the incremental costs, they had said you don't need to include the incremental capital, only O&M.  Is that right?  Are they right that you would not need to do that?

MR. SMALL:  I definitely think there would be some incremental capital.  I just have a hard time determining what exactly that amount is.

MR. RUBENSTEIN:  But, if the Board was going to create some mechanism that, as I had started our discussion, matched incremental revenue within incremental cost, there would be some capital; we just don't know what it is exactly.  Correct?

MR. SMALL:  In my opinion, that is generally fair.

MR. RUBENSTEIN:  Okay.  Can we go to page 67 of the compendium.  This is from the ADR information questions that were filed with the settlement proposal, and this document, as I understand, was something that was provided as part of the IRP technical working group.  Do you see that?

MS. MURPHY:  Yes.

MR. RUBENSTEIN:  If we flip the page, I just want to make sure I under [audio dropout]  As I understand, it is information about customer forecasts.  If we look at Table 1 on the next page, as I understand, what it shows is -- and I am looking at the furthest column.  It is showing, for each year between 2025 and 2034, your forecast customer additions, at least at the time that this was prepared in 

-- I believe it was June of 2024.  Do I have that right?

MR. BASHUALDO-HILARIO:  Yes.

MR. RUBENSTEIN:  If we go to the next page and we go to Table 3, we have what you call "customer egress forecast."  Am I correct:  "Egress" is customer disconnections?

MR. BASHUALDO-HILARIO:  Correct.

MR. RUBENSTEIN:  What I see then is a table at least forecasts at the same time the number of disconnections between 2025 and 2034.  Do I see that -- do I have that right?

MR. BASHUALDO-HILARIO:  Yes.

MR. RUBENSTEIN:  And as I see those -- and am I correct that, when I look at those two, Table 1 and Table 3 together, in about 2034 is the crossover point, correct, where you are expecting the overall Enbridge customer base to decline?

MR. BASHUALDO-HILARIO:  Under the assumptions we used at the moment we produced the forecast, yes.

MR. RUBENSTEIN:  And, if we were in that scenario now, would it make sense to have some version of decoupling?

MR. KITCHEN:  If one of the -- maybe I will say it in a different way or respond in a bit of a different way.

The revenue decoupling mechanisms that I am aware of in other jurisdictions generally are followed when volumes or customers are in decline.  Right?  That is what I am aware of.

So does it make sense?  I think we would have to look at it if it made sense at the time.

MR. RUBENSTEIN:  But in a situation where --


MR. KITCHEN:  In a situation where volumes or revenues are in decline, the idea behind a revenue decoupling mechanism is to keep the company whole in that situation.

MR. RUBENSTEIN:  But, when volume or customers increase, the opposite is not correct; the inverse situation you wouldn't agree?

MR. KITCHEN:  I would agree.

MR. RUBENSTEIN:  To keep customers whole, that wouldn't?

MR. KITCHEN:  Yes.

MR. RUBENSTEIN:  Okay.  Lastly, Mr. Kitchen, in your discussion with Mr. Elson, you were resisting his suggestion to you that the company has an incentive to prioritize customer connection capital [audio dropout]  Did I hear that correctly?  Is that takeaway correct?

MR. KITCHEN:  When you say "resist," I am not sure exactly.

MR. RUBENSTEIN:  Well, you were disagreeing or, to be clear, you were disagreeing with his suggestion that the company in managing its capital envelope has an  

incentive --


MR. KITCHEN:  Yes.

MR. RUBENSTEIN:  -- to spend it on capital connections as compared to other capital.

MR. KITCHEN:  I think what I said was that one of our main priorities is to maintain a safe and reliable system -- that has the highest priority -- but that we will, we do, have the incentive to add customers if customers want to take sort of [audio dropout]


MR. RUBENSTEIN:  Can we turn to page 90 of the compendium.  This is from the Phase I evidence.  This was the corporate scorecard for 2022, although it is quite similar for 2023.  Am I correct that there is a metric at the bottom of the scorecard, "EBITDA generated by growth capital"?  Do you see that?

MR. FALLIS:  That is correct.

MR. RUBENSTEIN:  And customer connections, as I understand, is part of your growth capital?

MR. FALLIS:  Yes.  That is no longer on the scorecard.

MR. RUBENSTEIN:  So that is no longer on your scorecard?

MR. FALLIS:  No.

MR. RUBENSTEIN:  Do we have a copy of the 2024 scorecard?

MR. STEVENS:  We are not sure whether it is on the record or not, but we would be prepared -- just to jump ahead, we would be prepared to offer an undertaking to provide the metrics within the 2024 Enbridge Gas Inc. corporate scorecard.

MR. RUBENSTEIN:  I mean I would prefer the actual scorecard similar to this.  I think you provided --


MR. STEVENS:  2024 is not done.

MR. RUBENSTEIN:  Well, it doesn't have to have the results, but there are obviously targets.

MR. STEVENS:  Oh, sorry, that is what I meant by "metrics."

MR. RUBENSTEIN:  Okay.

MR. MILLAR:  That is J2.4.
UNDERTAKING J2.4:  ENBRIDGE TO PROVIDE METRICS WITHIN TH 2024 ENBRIDGE GAS INC. CORPORATE SCORECARD


MR. RUBENSTEIN:  All right.  Well, thank you very much, panel.  Those are SEC's questions.

COMMISSIONER MORAN:  Thank you, Mr. Rubenstein.  We have panel questions.  Commissioner Sword, do you have questions?
Questions by the Board


COMMISSIONER SWORD:  Thank you.  I don't have any on the decoupling.  On that, there has been quite a robust conversation that took place, so thank you for that.  One question it talked about was government policy, mentioning that it talked about fuels and fuels for the future.  A lot of this discussion has been taking place appears to be between gas and gas electric.  Are there any discussions you at one time advanced there should be discussion said on a gas electric interface, you know, vis a vis the IESO or anything like that?  Is any state of that taking place?

MS. MURPHY:  Yes, I would say over the past year or so we have since we first talked about that in Phase I there has been additional work going on.  We are meeting with IESO with some of the larger electric LDCs and trying to talk about coordinating, planning what that could look like and how we could begin, even in advance of the government putting forward directive or regulations requiring it.

MR. KITCHEN:  The only thing I would add, Commissioner Sword, is that in addition to meeting with the IESO and the larger LDCs we are also meeting with OPG.

COMMISSIONER SWORD:  Okay.  Well, thank you for that.  Part of the policy that was discussed, there is a lot of investments taking place in batteries, car batteries for electric vehicles.  So, I would assume that for powering cars that would turn to electricity to help shoulder some of that accountability; is that fair?  Versus natural gas vehicles, NGVs.

MR. MACPHERSON:  Ell, we only have today one operating battery plant in the province and it uses a combination of electricity and natural gas.  And I think each one has different technologies that it may apply in what it might use.  I think it is possible that it could be all electric, but there is significant gas load as well today.

COMMISSIONER SWORD:  Sure.

MR. KITCHEN:  No, but I think -- Commissioner Sword, I think your question was around NGV, natural gas vehicles.

MR. MACPHERSON:  Oh, I thought you said battery plants.

COMMISSIONER SWORD:  Sorry.  The battery plants indicative of using electricity to power cars.  Does NGV or natural gas vehicles feature in any of that discussions that take place that you are aware of?

MS. MURPHY:  I would say from a smaller vehicle perspective there is not a lot of prospective for CNG vehicles but definitely is something that Enbridge is working with customers who have heavy transportation.  There is -- I wouldn't know the percent, but there is CNG happening in the province for things like refuse trucks that are return to base and including on to RNG, not just natural gas.

COMMISSIONER SWORD:  So fleet.  So, a statement I have seen it before but it was in that letter to her worship in counsel it said about 30 percent of Ontario's end use is natural gas based; is that a fair stat?

MS. MURPHY:  Yes that is fair.

COMMISSIONER SWORD:  Okay.  Do you know what the end use offhand would be for oil?  For end use customers, as economy as a whole, if gas is 30 percent, what would oil be?  If you have that offhand that is fine.

MS. MURPHY:  I believe if you gave me a couple minutes I could find.

COMMISSIONER SWORD:  No, that is fine.  No.

MS. MURPHY:  Off the top of my head I believe natural gas is in order of about 30 percent of energy end use.  Electricity is about 20, and so, doing the math, the oil would be about I think 40 to 50.

COMMISSIONER SWORD:  Sure, I won't hold you to that stat.  But --


MR. MACPHERSON:  Maybe it would help to clarify the question, Commissioner Sword.  Do you mean for home heating or do you mean --


COMMISSIONER SWORD:  Ontario's economy as a whole, I've seen end use energy.  And you've indicated end use energy for natural gas is about 30 percent.  So was there equivalent for oil in -- that is fine.  Not to have that.  But the question then premises what is the interface between all three fuels and where is that or should that be taking place?

MS. MURPHY:  I think that is a really good question.  And I think what the province has indicated is the interface will be in the integrated energy resource plan, which isn't just gas and electricity but it is meant to look at the planning amongst all fuels.

COMMISSIONER SWORD:  Okay.  Thank you.  No more further questions, Commissioner Moran.

COMMISSIONER MORAN:  Commissioner Zlahtic, Commissioner Duff?

COMMISSIONER DUFF:  I just want to follow up on my understanding of the conversation Mr. Garner from VECC and I want to make sure I understood the distinction.  And I will repeat what I think I heard and you can tell me what I got wrong.  In terms of this proceeding right now, Phase II is about the IRM mechanism and it is following Phase I settlement and decision, Phase II settlement and now we are making the decision on the IRM.  I think I heard you say, Mr. Kitchen, that your view of revenue decoupling isn't even a topic for Phase III of this proceeding because of all of the other considerations that would involve, therefore the revenue decoupling issue as you see it would be for the next rebasing.  Have I got that right?

MR. KITCHEN:  That is correct.  Phase III is to really address rate harmonization and the amalgamated, I will call it the amalgamated cost study between former Union and former Enbridge and to come up with a rate setting mechanism for harmonized rates, but not decoupling.

COMMISSIONER DUFF:  Because the question that you didn't answer directly, that Mr. Garner asked, was is the straight fixed variable proposal that you have, that we are going to hear about in another phase of this proceeding, that is not in your view a revenue decoupling.  You didn't really answer that.

MR. KITCHEN:  It is not.  It is not revenue decoupling.  What it does do is it properly classifies the revenue between fixed and variable, but it does not -- it does not -- there is no true up for revenue between some forecast and actuals.

COMMISSIONER DUFF:  And if the was a true up that would be done, I guess, through a DBA?  Is that --


MR. KITCHEN:  Typically that is the way revenue decoupling mechanism.

COMMISSIONER DUFF:  And we have a Phase II settlement that says any new DVA needs a 3 million revenue requirement balance before someone would propose it or seek one; is that correct?

MR. KITCHEN:  That is my understanding, yes.

COMMISSIONER DUFF:  Do we have any information in front of us today that this true up would be 3 million revenue requirement?  And I think that is an annual basis.

MR. KITCHEN:  Well, we are not proposing a true up.

COMMISSIONER DUFF:  Fair enough.  I asked if there is any evidence.

MR. KITCHEN:  But I don't believe -- there is no evidence.  Because we don't know what -- really you need to know what revenue you got from the -- out of the actual versus what you got from your -- that was in the forecast and we don't -- we don't have that.

COMMISSIONER DUFF:  Okay.  So, you can't comment on would it be above or below the 3 million?

MR. KITCHEN:  No.

COMMISSIONER DUFF:  Revenue requirement?

MR. KITCHEN:  Correct.

COMMISSIONER DUFF:  Okay, thank you.  Those are my questions.

COMMISSIONER MORAN:  Commissioner Elsayed.  Nothing.  Mr. Kitchen, you've mentioned a couple of times that what, and I am not sure if it is your position or Enbridge's position, but if revenue decoupling were to be imposed Enbridge wouldn't connect customers.  And I am just interested in understanding how that refusal to connect would work.  Would you connect houses until you reach the forecast number of connections and then after that just say no to everybody else who is coming?  I am just curious about how this would work.

MR. KITCHEN:  Commissioner Moran, not to be disrespectful but so am I.  What I was referring to is if the revenue decoupling mechanism that was proposed by CEG was put into place and the incremental revenues associated with connections were returned to customers through some sort of deferral account or DVA then we would not be adding customers.  And I really haven't given it thought as to whether the threshold of customers that we would deliver.  I think we would have to think about that to a certain extent, but my -- the company's position is without revenue from an addition we wouldn't add customers.  So, I would assume we would start immediately.

COMMISSIONER MORAN:  So, from day 1 you just wouldn't add any more customers despite the fact that the -- you have got a forecast number of --


MR. KITCHEN:  Well, I think --


COMMISSIONER MORAN:  You wouldn't even try to meet your forecast?

MR. KITCHEN:  Well, yes.  Said another way, I think that we would need -- what would end up happening through the price cap mechanism is we would not be able to support all of the capital in the envelope, because if you think about the level of capital that the rates support, before you go into an ICM threshold, it is really, you are only able to spend depreciation whatever the PCI gives you, because the rest of it is related to growth capital.  And so you are really limited on the capital you support, and we would need to maintain a safe, reliable system.

COMMISSIONER MORAN:  All right.  And, of course, you are getting O&M funding that goes to that part of --


MR. KITCHEN:  Right.  And the O&M -- that is right.

COMMISSIONER MORAN:  Yes.

MR. KITCHEN:  Right.  And, with the price cap mechanism, because of the stretch factor, we have to manage O&M within the envelope, as well.

COMMISSIONER MORAN:  All right.  Thank you, for that.

Mr. Stevens, I mean, it is a serious statement to make, that you are not going to comply with the requirements under the act, and so I think it would be important for you to address how that issue would play out in your final argument, in your -- sorry, argument in chief.  The position has been put forward, and we need to understand what the legal basis is for that position, and to help us make the decision.

MR. STEVENS:  Understood, and thank you for that.  I mean, I think I will offer that it will likely be iterative in that -- and I say this again, without intending to be disrespectful -- we don't know precisely what is the mechanism here.  What Enbridge would be reacting to is the proposition that it is adding customers and not retaining the revenue associated with those customers.

And, on that basis, without knowing the precise mechanism, we can certainly elaborate on the testimony that has been provided today as to why Enbridge would find it justified to decline to add new customers.

COMMISSIONER MORAN:  Thank you, Mr. Stevens.  You will see the arguments and you will have an opportunity to reply, obviously, and you will take our offer up to help us understand how that would work.  Thanks.  All right.

Redirect?

MR. STEVENS:  I have one question in redirect.  And then I haven't talked about this with my friends, but I think there is also just a quick procedural question as to how we are going to do argument, given sort of the various positions of the parties.  But, if I may, I will start with redirect.

COMMISSIONER MORAN:  Okay.
Re-Examination by Mr. Stevens


MR. STEVENS:  So my question is for you, Ms. Murphy.  During your discussions, I believe it was with Mr. Elson, you talked about an environmental registry filing or posting that went up yesterday that was seeking comments for the natural gas policy statement.  And you indicated that this ERO posting contained a little bit more wording or information as to the government's thoughts on natural gas.

I notice you weren't asked to provide a copy of that, and so I assume that is something that is available?

MS. MURPHY:  Yes, it is available.

MR. STEVENS:  And maybe my question is really for the Commissioners:  Would it be helpful and appropriate for us to offer to file this, under the record, so that the document that accompanies Ms. Murphy's comments is available?

MR. ELSON:  Can I interject, please, just to object:  This is the second document provided today from the witness panel itself, which is just not usually how these proceedings work, neither of which I will have had the opportunity to ask the panel about.  I mean, you know, I guess I can't object to it being added to the record.  But my concern is that obviously this panel came to testify with a document that got popped up on the screen, but wasn't circulated beforehand.  I agreed to that being marked as an exhibit.

This is now a second document that didn't come up in my cross-examination; it came up in a cross-examination, after the fact.  I don't know what the document says.  I haven't read it.  And so I would just is say if it does get put up on the screen -- or, I am sorry, if it does get entered into evidence, that we have an opportunity to either respond or ask questions.

I don't even know what we would need at this stage, but just wanted to recognize that it is procedurally quite unusual for a document to be added in this way without any notice to the parties, and this being the second document added in this way.

MR. STEVENS:  I think that is a fair comment, Mr. Elson.  I mean, I will note that this second document literally was released yesterday afternoon, and it certainly does appear to be germane in that it is the government seeking comment on the natural gas policy statement.  So it is something that I expect the parties will be interested in, or to refer to.

But we are in everybody's hands.  It should find its way in the record.

MR. MONDROW:  Mr. Chair, if I could just add a quick comment:  Not to take too much time, but I think it was during my questions that the posting was mentioned.  Mr. Elson raised and pursued at some length government policy; that is what I was interested in.  And so I also take the point about the document not having been tested by Mr. Elson or any of us.

But I do think it is germane, and I think submissions can be made about -- depending on what it says, what weight the Board should give it, given it hasn't been cross-examined on.  But I would also endorse [audio dropout].

COMMISSIONER MORAN:  Right.  We will take the request under advisement.  Nobody has seen it, and we will get back to you on it, once we have had a chance to take a look at it.

MR. STEVENS:  Thank you.

And the final item that I just wanted to raise, perhaps just for your own discussion between parties, is as to whether there may be an appropriate request from the parties either individually or collectively for a slightly nuanced approach to argument that would allow for perhaps Environmental Defence, or Environmental Defence and parties supporting Environmental Defence, to provide their argument on this revenue decoupling issue in advance of other parties, so that there is no risk of ships passing in the night in terms of people wanting to respond to one another but not knowing [audio dropout] today.

COMMISSIONER MORAN:  Thank you.  So we will take that under advisement, as well.  I think you need some time to set up the next panel, in any event, so we will take a break while that is happening.

MR. ELSON:  Mr. Chair, just if I could ask:  Are you proposing to come back and rule on that?  Because I think Mr. Stevens was saying that the parties were going to discuss it and, if you are going to rule on it, we would want to make comments on the order of operations.

COMMISSIONER MORAN:  So I may have misunderstood you, Mr. Stevens; I thought there had been conversation.

MR. STEVENS:  There have been conversations, there not been a [audio dropout] conversations.  I wanted to raise it for your awareness, because I think it is something obviously that the panel are going to make the decision on, but I wanted to let you know these discussions were happening.

COMMISSIONER MORAN:  Yes.  So, if I understand the request, it is in the context of the decoupling mechanism.  I am assuming that you would like Environmental Defence and anybody who supports that argument to put their argument in before you reply to it.  Is that a fair...?

MR. STEVENS:  Perhaps I will leave it to my friends to speak, because I think they are more impacted than Enbridge and, you know, but it typically goes first and last.

MR. ELSON:  If I could interject, Mr. Chair:  There was a discussion yesterday, and I had to leave, and so I wasn't part of the discussion.  And so I would just like to be able to have that discussion, before it is brought to the Board.

COMMISSIONER MORAN:  All right.  Let's leave it at that.

MR. MONDROW:  Can I just try to demystify it, sir?  I am sorry.  And we will have the discussion.  I am not asking for a ruling, but the issue is that if all intervenors file once at the same time, we won't actually know what the proposal is, and we will have a view, depending on what the proposal is.

COMMISSIONER MORAN:  Yes, fine.

MR. MONDROW:  So it is actually probably more important to intervenors than to Enbridge, that right of reply, in any event.

COMMISSIONER MORAN:  Yes.

MR. MONDROW:  But we will discuss it and advise, in due course.

COMMISSIONER MORAN:  Understood.

MR. MONDROW:  Thank you.

MR. STEVENS:  I believe, probably within less than an ordinary break, we can empanel the next folks, if that is helpful.

COMMISSIONER MORAN:  That is fine.  Just let us know when you are ready to go.

MR. STEVENS:  Thank you.
--- Recess taken at 1:50 p.m.  
--- On resuming at 1:59 p.m.

COMMISSIONER MORAN:  So we have considered the request to file a copy of the ERO posting that occurred yesterday.  We have had a chance to take a quick look at it.  From our perspective, it repeats mostly what is already on the record and then it poses a number of consultation questions.  Given that it was mentioned by Ms. Murphy, we think for the completeness of the record let's just give it an exhibit number.  To the extent anybody wants to make any use of it, I guess we will see what that looks like, and, if nobody pays any attention to it, we are not going to give it any weight.  So we will proceed on that basis.

MR. MILLAR:  If I may, Mr. Chair, we will mark that as an undertaking to Enbridge to file it.  That is what you suggested, Mr. Stevens?  Or we could just mark it as an exhibit.

MR. STEVENS:  I think perhaps we had a similar document yesterday, that we just undertook or we said we would file by way of letter and it would just become an exhibit.

MR. MILLAR:  Okay.

MR. STEVENS:  So I would suggest the same treatment here.

MR. MILLAR:  Okay, so we will give this an exhibit number, and it will be filed later.  So that is K2.4, and that is an ERO posting dated yesterday?

MR. STEVENS:  Correct.

MR. MILLAR:  Which is December 17th?

MR. STEVENS:  Yes, related to the natural gas policy statement.

MR. MILLAR:  Great, thank you.
EXHIBIT K2.4:  ONTARIO NATURAL GAS POLICY STATEMENT DATED DECEMBER 17TH, 2024


COMMISSIONER MORAN:  All right, Mr. Stevens, I think you have got a panel up next.

MR. STEVENS:  We do, thank you.  I am pleased to introduce the final Enbridge witness panel for the Phase II hearing.  They are here to speak to the lower-carbon Enbridge proposal.  With us, starting closest to the Commissioners, is Cora Carriveau, supervisor, climate policy; Stephanie Fife, technical manager, new energy supply; Amy Mikhaila, director, gas supply; and Mark Prociw, manager, key accounts residential; and then, in the second row, we have Lauren Whitwam, manager, community and Indigenous engagement; all with Enbridge Gas.  With that, the witnesses are ready to be affirmed.

COMMISSIONER SWORD:  We are going to swear you in, and you will be asked to respond to an oath.  The process is we are going to swear you in, for simplicity's sake, all at once.  I will read the oath.  You would be asked to state your name, the company you work for for the record, and your response to the oath.  So I will read it, and then we will go sort of in descending order for your reply, so again your name, the company, and your response to the oath.

You are about to give evidence in this hearing.  The Panel is dependent upon you telling us the truth.  The law requires you to do so.  Before you testify, we must ask you this:  Do you solemnly promise this Panel that you will tell the truth, the whole truth, and nothing but the truth, and do you fully understand that breaking this promise would be an offence under the law?

MR. PROCIW:  Mark Prociw, Enbridge Gas; I do.

MS. MIKHAILA:  Amy Mikhaila, Enbridge Gas; I do.

MS. FIFE:  Stephanie Fife, Enbridge Gas; I do.

MS. CARRIVEAU:  Cora Carriveau, Enbridge Gas; I do.

MS. WHITWAM:  Lauren Whitwam, Enbridge; I do.
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Examination-in-Chief by Mr. Stevens


MR. STEVENS:  Thank you.  We have a short examination-in-chief, just as a preliminary matter.  I will ask you, Ms. Mikhaila, on behalf of the panel:  Can you please confirm that the evidence related to the lower-carbon energy program was produced by members of the panel or under your control?

MS. MIKHAILA:  Yes, it was.

MR. STEVENS:  Can you please confirm that it is accurate to the best of your knowledge?

MS. MIKHAILA:  Yes, it is.

MR. STEVENS:  And, on behalf of the panel, do you adopt that evidence for the purpose of your testimony?

MS. MIKHAILA:  We do.

MR. STEVENS:  Thank you.  On Friday, we circulated a very short slide deck, setting out a summary of the testimony in chief from this panel.  I believe everybody has it.  I was hoping that we could mark it as an exhibit.

MR. MILLAR:  K2.5.
EXHIBIT K2.5: PANEL 4 TESTIMONY IN CHIEF SUMMARY (SLIDE DECK)


MR. STEVENS:  Thank you.  And, with this presentation now being projected, I understand, Ms. Mikhaila, that you have some brief opening remarks.
Presentation by Ms. Mikhaila


MS. MIKHAILA:  Yes, thank you.  Good afternoon, everyone.  I will just provide a brief summary of our proposal and request.  Enbridge Gas is requesting approval to procure lower-carbon energy, with a focus on renewable natural gas or RNG, as part of the gas supply commodity portfolio beginning in 2026 and to recover the incremental costs associated with this lower-carbon energy through the proposed cost-recovery mechanism.  Enbridge Gas is proposing the cost-recovery mechanism be approved for the duration of the lower-carbon energy contract term.

The proposed cost-recovery mechanism includes a lower-carbon voluntarily program, or what I will refer to as the LCVP, designed for large-volume sales service customers who wish to voluntarily purchase RNG as part of their gas supply arrangement.  The cost of RNG procured but not recovered through the LCVP will be included in the cost of the gas supply commodity purchases for all sales service customers.  Enbridge Gas proposes a maximum impact on the average residential customer of $2 per month per target percentage of RNG, as forecast at the time of procurement.

Large-volume sales service customers have expressed interest in lower-carbon energy options and in a voluntarily program.  The LCVP is proposed in response to customer interest in RNG as a flexible and immediate option to support their sustainability goals.  Under the LCVP, large-volume customers will have the ability to voluntarily assume an elected portion of their actual natural gas consumption as RNG, up to 100 percent per commitment period of one year, with automatic renewal in subsequent years, until a time in which the customer notifies the company of a change in their election during the annual renewal process.

Enbridge Gas proposes the target percentage of RNG purchases begin at 0.25 percent of the planned gas supply commodity portfolio in 2026 or the equivalent of 1.3 PJ, increasing to a maximum target percentage of 2 percent or 10.5 PJ in 2029.

There is general acceptance that an energy transition is in early stages.  However, how the energy transition will evolve is uncertain.  RNG is a ready-now lower-carbon solution that under the program can contribute up to 3 percent towards Ontario's GHG reduction targets for 2030, using infrastructure that already exists.  This is consistent with the Ontario government's recent document entitled "Ontario's Affordable Energy Future," where it states that:
"Over the long term, an economically viable natural gas network can also support the integration of clean fuels to reduce emissions, including renewable natural gas and lower-carbon hydrogen."

Multiple utilities have been procuring RNG for several years, including large Canadian natural gas utilities in Québec and British Columbia, driven by government-mandated targets.  The mandated targets of other jurisdictions acknowledge that RNG will play a role in the energy future.  To begin procuring RNG to take advantage of emerging opportunities to secure supply, Enbridge Gas will need approval to act.

Finally, the Phase 2 approved settlement included a provision for consideration of how an approved RNG procurement program or initiative could contribute to advancing economic reconciliation with First Nations.  The settlement wording is provided on the slide.

To assist the OEB in this regard, Enbridge and Three Fires Group and Minogi Corp. held discussions following the settlement, which have resulted in agreement on a framework which we are jointly submitting, that would accommodate Indigenous participation in the RNG supply.  The specific wording of the framework is detailed in the slide deck that was sent on Friday and on the next two slides.

Generally speaking, it provides a 10 percent discount advantage to the evaluation of RNG bids from qualifying Indigenous-owned businesses, up to maximum of 5 percent of the total amount of RNG procured.  Enbridge believes that the framework for Indigenous participation for RNG procurement will promote Indigenous economic participation in the energy sector.  This participation will have positive economic impacts to Indigenous communities and further the call to action for reconciliation.  Thank you.

MR. STEVENS:  Thank you, Ms. Mikhaila.  And with that the witnesses are ready for questions.

COMMISSIONER MORAN:  First up is CBA.
Cross-Examination by Mr. Buonaguro

MR. BUONAGURO:  Thank you.  Thank you, Commissioner Moran.  Good afternoon, panel.  My name is Mr. Buonaguro.  I am counsel for both the Ontario Greenhouse Vegetable Growers and the Canadian Biogas Association, but today I am acting solely in my role as counsel for the CBA to ask you a few questions with respect to your proposal.  If I can start with to follow up on the part of your presentation in chief, you did mention other jurisdictions in Canada pursuing RNG programs.  And I just wanted to put your proposal in context with those proposals.

My understanding, and I am not asking you to pull it up, but for anybody who wants to track it down, you speak about a number of proposals including the BC and Québec proposals at Exhibit 4, Tab 2, Schedule 7, Attachment 2, pages 56, 56 and 57.  But at a high level my understanding is in BC the target procurement relative to your program is 15 percent by 2030 and in Québec the target procurement relative to your program is 10 percent by 2030.  Is that fair assessment of those two programs?

MS. FIFE:  That is my understanding.

MR. BUONAGURO:  And so, in relation to that your program as updated through the updated evidence is to procure 2 percent of your gas supply portfolio by 2029; that's the comparison?

MS. FIFE:  That is correct.

MR. BUONAGURO:  So, to state the obvious, compared to the BC and Québec programs your targets as requested in this proceeding are quite modest; would you say?

MS. FIFE:  I would say they are less aggressive than the BC targets.

MR. BUONAGURO:  Thank you.  And then in terms of your program if you want to procure more RNG beyond 2029 my understanding is that you would have to come in for further approval unless something else happens between now and some external force does something different.  Between now and 2029 you would have to come before the Board for further approval; is that your expectation?

MS. FIFE:  The program has asked for us to remain at the 2 percent target for 2029 and beyond, and if there are any changes we would come back before the Board.

MR. BUONAGURO:  And so, would it be fair to say and I have to say this is how I have sort of considered your proposal, but would you agree that essentially based on the rather modest procurement targets particularly as updated in the time-limited amount of escalation in the program to only 2 percent by 2029, isn't that essentially a pilot program?

MS. FIFE:  I wouldn't characterize it as a pilot program.  Enbridge Gas believes that we need to start to get in the market to begin to procure RNG for our customers.

MR. BUONAGURO:  Thank you.  And then I can tell you, and you are maybe not surprised the CBA would agree with you, but presumably in order to go beyond 2 percent, because you will have to go and for Board approval, the Board would have the results for this four years worth of procurement available to it to see how it went before it goes on to make further approvals?

MS. FIFE:  That is correct.

MR. BUONAGURO:  Okay, Thank you.  I am going to speak about an exhibit that I distributed on Monday if I can get that up.  If it is helpful it was filed in the WebDrawer as CBA exhibit RNG panels EGI rebasing Phase II, OH.  There it is.  Thank you very much.  Can I get an exhibit number for this illustration?

MR. MILLAR:  It is K2.6.
EXHIBIT K2.6:  CBA EXHIBIT - RNG PANELS - EGI REBASING PHASE II, OH.

MR. BUONAGURO:  Thank you very much.  And so, the reason I wanted to use this is because I thought it was a useful graphic to explain how I think that Enbridge is -- you are proposing to use RNG to offset emissions, and part of the RNG program, and also to try and clarify what I think is to be a different point of view between yourself and the Energy Futures Group in terms of how this works.  

The first thing I noticed on this table is it basically is it's comparing agricultural RNG, landfill RNG, and fossil natural gas in terms of its life cycle emissions.  Is that your understanding of what the graphic appears to show?

MS. CARRIVEAU:  Ms. Carriveau.  Yes, I agree.

MR. BUONAGURO:  Thank you.  And so, but if we look at combustion we see that the emissions from agriculture landfill and fossil natural gas are identical; is that correct?

MS. CARRIVEAU:  I would agree, they are identical.

MR. BUONAGURO:  And that follows from the fact that landfill -- sorry, I should say pipeline quality RNG and fossil natural gas is what is traditionally used by Enbridge are essentially identical; correct?

MS. CARRIVEAU:  I would agree that methane molecules are indistinguishable between RNG and natural gas.  Maybe if I would clarify the combustion emissions.  The carbon dioxide that is released from the combustion of methane would be considered biogenic in the case of renewable natural gas as opposed to fossil natural gas which are not biogenic.

MR. BUONAGURO:  Thank you.  And you can see that -- and I have noticed this -- I noted this when I distributed the graphic.  I have added in green biogenic under the agricultural landfill RNG and fossil under the fossil natural gas.  And so, I think you are agreeing with me that where the distinction come comes in is that they split into two groups, biogenic versus fossil based natural gas?

MS. CARRIVEAU:  Yes, I agree.

MR. BUONAGURO:  And that you are able to, on a one unit to one unit basis use either landfill gas, or agricultural-based RNG, or any other RNG that would meet that sort of biogenic label, to displace an equal amount of fossil natural gas and basically eliminate the emissions from combustion.  That is essentially what the program does; correct?

MS. CARRIVEAU:  Yes, on an end-use basis we are displacing the emissions from the combustion of natural gas.

MR. BUONAGURO:  And that sort of manifests itself in the fact that when you use -- when Enbridge substitutes fossil natural gas for either landfill or agriculture or other RNG substitutes the federal carbon tax doesn't apply because it is considered biogenic; is that correct?

MS. CARRIVEAU:  Yes.  The Greenhouse Gas Pollution Pricing Act exempts RNG from the federal carbon charge.

MR. BUONAGURO:  And just so that for anybody who is listening who doesn't understand the difference between biogenic and fossil, I think biogenic is, at a high level, these are emissions that are considered to be part of the natural carbon cycle.  Whereas fossil based emissions are emissions that are assumed to have been trapped as fossils over millions of years and didn't necessarily have to be reintroduced into the carbon cycle; is that fair?

MS. CARRIVEAU:  I would guarantee with that characterization.  Biogenic being derived from plants that take up CO2 during their growth, photosynthesis, versus fossil natural gas, which is essentially un-sequestering that CO2 or the methane from being previously sequestered.

MR. BUONAGURO:  Thank you.  And so, this graph, though, does show the life cycle emissions, and I think you maybe would agree with me that one of the challenges is, in trying to access the benefits of agricultural RNG in particular, is that the beyond the ability to displace fossil-based natural gas emissions from combustion through displacement from biogenic RNG.  The federal carbon tax, for example, doesn't recognize the further emission reductions associated with capturing the methane emissions from the feed stock.  So, in the case of agricultural you can see there it is negative 300 units as a result of capturing methane emissions that would have otherwise have happened.  And for landfill it is negative 55 units.  That isn't recognized right now in terms of the federal carbon tax, for example.

MS. CARRIVEAU:  I would agree the federal carbon tax is -- the federal carbon charge is based on end use direct emissions, it does not consider -- it does not apply the federal carbon charge based on a life cycle basis.  So, in that respect all types of RNG, they are displacing natural gas and they are displacing the end use emissions, so it does not take into account the ability or the contribution of avoided methane emissions from its method of production.

MR. BUONAGURO:  Thank you.  And if and when that happens, theoretically, in this case it would mean that in addition to the benefits of displacement, which your program I think is initially based on, you could actually -- and just using the numbers on the screen, for example, every unit of agricultural RNG that you were able to procure and apply against your portfolio, it actually would reduce the emissions or offset the emissions from multiple units of natural gas, because of its very low, or their -- sorry, I should say its very high avoided-emissions number.  Is that fair?

MS. CARRIVEAU:  I would describe it as supporting an avoidance of methane that would have otherwise been produced from those methods of waste disposal.

MR. BUONAGURO:  Thank you.  But I am just making the point that if something like the federal carbon tax was expanded to recognize those avoided emissions, you could capture it and apply it against your portfolio; you could actually further reduce your emissions from a regulatory point of view.

MS. CARRIVEAU:  In theory, if that is how the emissions were to be quantified, currently on an inventory basis, GHGs are quantified at the end use level.  That is to avoid double-counting from taking a lifecycle approach.  As we have seen in the clean-fuel regulation, they do consider carbon intensity, where you do get to that benefit of the avoided methane.  Just currently, in a GHG inventory method, we are strictly looking at end use emissions.

MR. BUONAGURO:  Thank you for that.  Now notwithstanding this is conversation on sort of how the federal carbon tax, for example, works, would you agree with me and is it Enbridge's intent that it is important to develop a wide, diverse supply of RNG, i.e., not to focus on things like landfill gas purely because of its relative cost?

MS. FIFE:  I would agree with that statement.  We are looking for a portfolio approach, with a variety of different supplies.

MR. BUONAGURO:  And so I think and, you know, I am sure EFG can characterize its own evidence, but I think part of its concern in terms of proposing something other than a cost per meter cubed approach to pricing is a concern that you are going to focus just on landfill gas, for example, as the cheapest cost per metre cubed, generally speaking.

What can you provide the Board in terms of comfort in the fact that, at the end of four years, Enbridge will have a suitably diverse supply of RNG, not just focusing on those costs, but actually going out and seeking and promoting the development of other feedstocks, like agriculture, for example?

MS. FIFE:  The procurement approach that we are going to take will align with our existing supply guiding principles.  So those include cost effectiveness, but also reliability and security of supply, as well as public policy.

From a reliability and security of supply perspective, we see that as a diversify, diversify in terms of cost, in terms of feedstock, potentially in terms of location.  And carbon intensity would be included in that.

MR. BUONAGURO:  Thank you.  So the expectation would be after four years that Enbridge would be able to demonstrate that it has supplied a suitably diverse range of feedstocks, for example?

MS. FIFE:  As part of the annual gas supply plan update, we intend to provide information on our procurement activity for RNG.  So those items that you are discussing would be presented as metrics in that plan.

MR. BUONAGURO:  Thank you.  And not to be cheeky but if you, after four years, you were to come forward in your portfolio as 100 percent landfill, for example, would that be considered a failure of diversity?

MS. FIFE:  I would agree with that.

MR. BUONAGURO:  Thank you.  Now, and again you don't have to pull it up, but in case someone wants the reference, at Exhibit I.4.2, GEC 20, you were asked to calculate an average cost per gigajoule of RNG that would essentially intersect your proposed cap in terms of procurement amounts, and your proposed rate impact.  And you came up with a figure of $25.58 per gigajoule.

Do you recall that? And I can see that it is quickly on the screen, before I finish talking.

MS. MIKHAILA:  Yes, we did.

MR. BUONAGURO:  And so you will recognize that, in the Energy Futures Group evidence, they have picked up on that price point as a cap on all contracts, if I am summarizing their evidence appropriately.  Did you see that in their evidence?

MS. MIKHAILA:  I have seen that in their evidence.  I have also seen in the evidence that that could be a price cap at a zero carbon intensity, and price changes depending on carbon intensity.  So I would say there was actually two comments on the $25.58 --


MR. BUONAGURO:  Yes.

MS. MIKHAILA:  -- in their evidence, but I am not sure which one is the one they are going with.

MR. BUONAGURO:  Sure.  No, I appreciate the expansion.  I think my point that I was trying to make is that it is from the basis of their price cap.  Whether you go down a cost per metre cubed path or whether you go through an emissions-based pricing path, they have keyed on this $25.58 number.  Correct?

MS. MIKHAILA:  Yes.  This $25.58 per GJ number that we calculated was really the price at which the two thresholds of our program meet, the threshold of being a $2 per month per target percentage of RNG for residential customers, as well as the target percentage of the gas supply portfolio.

MR. BUONAGURO:  Thank you.

MS. MIKHAILA:  And sorry, I just want to say that was a net price impact, because it is calculated as the impact per residential customer above the prices they are currently paying.  And the $25.58 is as described on line 13 of the first table of the IR on the slide -- if Angela, if you just move down? -- a net RNG price.

So that is the price after factoring in the price for the commodity purchase that it would replace at Dawn, as well as the benefit of the FCC, that the $25.58 is meant to be the net RNG price.

MR. BUONAGURO:  So, thank you.  That is very helpful to me.  I had not picked up on the first part, that it was -- it is $25.58, plus the cost of normal gas, I should say, or fossil-based gas, and it is -- but it is net of the impact of the federal carbon charge.  Correct?

MS. MIKHAILA:  Yes.  Those two components would be net, to arrive at the $25.58 max bill impact, there.

MR. BUONAGURO:  Thank you.  And so my point in bringing this up is that -- and I wanted to confirm with you, is that that $25.58 is not based on any research or view or comment on the market price for any form of RNG, whether it is -- or whether it is based on spot market or whether it is based on different feedstocks or whether it is based on long-term contracts, it has no basis in the actual market for RNG.  Correct?

MS. MIKHAILA:  That is correct.  It is really just a mathematical calculation of the two thresholds proposed.

And, if you just give me one moment, we do have an IR.  I want to put up where we said, depending on the price that we could procure RNG at, it may mean that the bill impact, if we were going to exceed $2 per month per target percentage based on the cost that we could actually procure RNG at, that might mean we buy less than the target threshold.  Or, if we combine RNG at less than $25.58, net to RNG price, we would stop procuring at the target threshold.

So it was really just a mathematical exercise, not representative of the RNG market or market price for RNG, at all.

MR. BUONAGURO:  Thank you.  And my understanding is that your approach is to enter into market and get the best possible prices based on all your purchasing criteria, just like you do with your regular natural gas purchases, and that you are protecting customers from the price impact of RNG based on your proposal for a total rate impact, i.e., the -- again, I think it is $2 per percentage point of RNG procurement cap.  Correct?

That is you are protecting customers on the impact through the overall proposal, not based on trying to predetermine a cap on particular contracts and possibly negatively impact your ability to participate in the market.  Is that fair?

MS. MIKHAILA:  That is correct.  We are not active in the RNG market yet.  We don't have approval to buy meaningful quantities of RNG, and we have not entered into negotiations at all with third-party RNG producers to fully understand what the market price at this point is in those bilateral negotiations.

COMMISSIONER MORAN:  Sorry, Mr. Buonaguro, just a moment.  Just so I understand your evidence, the $25.58, that is a net incremental cost and is a result of a mathematical exercise, which suggests to me that you have made an assumption about price.  Is that right?

MS. MIKHAILA:  The assumption of price that goes into that calculation is just that we would not exceed $2 per month, per residential customer, per target percentage of RNG.  That is the only price assumption in the calculation.

COMMISSIONER MORAN:  Right, but there must be a volume underpinning this, as well.

MS. MIKHAILA:  It would be the target percentage of, like, in 2029, 2 percent of our portfolio purchases of RNG.

COMMISSIONER MORAN:  Thank you.  While I have you, could you provide a time check, please?

MR. BUONAGURO:  I was about to say that I am done.  But just, if I can round that off, just so I understand, to make sure I didn't lose the point:  So, when you calculate the $25.58, the variables that you assumed were fixed were the 2 percent cap, and then the price falls out of that; so how much can we buy at 2 percent without hitting the rate impact?

So you assumed how much you were going to buy; you assumed what the total rate impact could be, and then the price just fell out of the sky from that.  Right?

MS. MIKHAILA:  Through the math, yes.

MR. BUONAGURO:  And so it is entirely possible that, at $25.58, you might not be able to buy any gas, possibly?

MS. MIKHAILA:  It is possible.

MR. BUONAGURO:  Thank you.  Thank you, those are my questions.

COMMISSIONER MORAN:  Thank you, Mr. Buonaguro.  Canadian Manufacturers & Exporters is next.

MR. POLLOCK:  Good afternoon, Commissioners.  CCC has asked to go before me.  I don't know whether Mr. Gluck is in the building.  If so, I can turn it over to him with your concurrence, Mr. Chair.

COMMISSIONER MORAN:  Sorry.  I think I missed some back-channel messages on that.  Mr. Gluck, please go ahead.
Cross-Examination by Mr. Gluck


MR. GLUCK:  Thank you.  Good afternoon, panel.  My name is Lawrie Gluck, and I have a few questions on behalf of the Consumers Council of Canada.  I filed a compendium, and I was hoping we could pull it up on the screen and have it marked.

MR. MILLAR:  It is K2.7.
EXHIBIT K2.7:  CCC COMPENDIUM FOR PANEL 4


MR. GLUCK:  Thank you.  If we could, go to PDF page 4, please.  So, looking at this table, would you agree that, with a forecast cost of RNG between $16 a GJ and $30 a GJ, the cost of RNG supply is higher than the combined cost of conventional natural gas plus the federal carbon charge savings in every year of the planned procurement?

MS. FIFE:  Yes.

MR. GLUCK:  And can we go to PDF page 6 of the compendium, please.  For 2030, which is the last year with a planned escalation to the federal carbon charge, we calculated that the federal carbon charge in that year is expected to be 829 per GJ.  Is that an accurate figure, or would you be willing to take it subject to check?

MS. MIKHAILA:  We can confirm that number.

MR. GLUCK:  Thank you.  Even in 2030, with the high end of the federal carbon charge, the cost of RNG supply under both the high and low estimates is still higher than the combined cost of conventional natural gas plus the federal carbon savings.  Is that right?

MS. MIKHAILA:  Yes.

MR. GLUCK:  Thank you.  So you were estimating that there will not be any direct cost savings from the purchase of RNG to system supply customers at any point.  Is that fair?

MS. FIFE:  That is fair.

MR. GLUCK:  And the incremental cost of RNG would be significantly higher in the circumstance that the federal carbon pricing program were discontinued at any time over the term of the RNG contracts.  Is that fair?

MS. FIFE:  It would increase by the amount of the federal carbon charge that is currently represented there.

MR. GLUCK:  Thank you.  So, based on your responses, would you agree that the lower-carbon energy program is not a way for customers to save money on gas supply, even if it avoided carbon charges?

MS. FIFE:  Yes.

MR. GLUCK:  Thank you.  Now, I would like to discuss the cost effectiveness of RNG procurement relative to conservation programs that Enbridge already offers, that operate to reduce carbon emissions.  So, if we could, go to PDF page 5 of the compendium, please, and this is in Table 2.  This is your 2023 DSM program results.  Would you take it, subject to check, that the average cost per tonne of CO2 equivalent reduction across all programs in 2023 was $42.41?

MS. CARRIVEAU:  Subject to check, I guess I would like to clarify that the cost per tonne as provided here is net cumulative over the lifecycle, so it is not on an annual basis.  Just pointing that out.

MR. GLUCK:  Okay.  Thank you.  If we were to go to PDF page 6 of the compendium again, even at the lowest end of incremental RNG procurement cost of $15 per GJ and including the savings from the 2030 federal carbon charge, the cost per tonne of CO2 equivalent reduction would be $81.80, so higher than the $42 we just discussed?

MS. CARRIVEAU:  I would agree it would be higher.

MR. GLUCK:  Okay.  And, at the high end, in 2030 we are talking about $362.20 for a tonne of CO2 savings?

MS. CARRIVEAU:  I agree.

MS. MIKHAILA:  I would just like to maybe point out that, although we do agree with your numbers, we haven't tried to characterize RNG as being cheaper than the conventional molecule in our evidence.  We recognize the premium cost to it.  And it is a service that customers are looking for, and, while customers are evaluating options for the reducing their own GHG reductions, they will be making trade-offs between conventional fuel, RNG, and other energy sources, as well.

MR. GLUCK:  Okay.  Thank you for that.  In terms of the estimated price of RNG, I understand that the range of $16 to $30 per GJ is based on information from the Canadian Gas Association, related to 2024 RNG pricing.  Is that correct?

MS. FIFE:  That is correct.

MR. GLUCK:  If we go to page 7 of the compendium, please, you also provided information from S&P Global, and this shows that the RNG premium outside of California averaged 26.30 USD per million BTU during the period May 2023 to June 2024.  Is that right?

MS. FIFE:  Correct.

MR. GLUCK:  And you would agree that a price of $26.30 USD per million BTU is higher than the high-end range you have provided of $30 Canadian per GJ?

MS. FIFE:  One of the differences to note is that is a spot price, which is typically higher.

MR. GLUCK:  Okay.  That is fair.  And can we go to PDF page 9 of the compendium, please.  I recognize again this is a spot price, but, to date, the average price paid related to all the RNG supplies you have procured for the existing voluntary program was $35.92 per GJ.  Is that right?

MS. FIFE:  Correct.

MR. GLUCK:  Thank you.  And I know that you have been asked for a more precise RNG price forecast in various IRs, and you have responded that you do not have a better forecast, but I wanted to give you an opportunity now to respond as to whether you have anything more that you could provide with respect to a more precise forecast than $16 to $30 per GJ; like what are your expectations?

MS. FIFE:  Can we just confer for a moment?

MR. GLUCK:  Sure.

MS. FIFE:  So, as you mentioned, we had responded in IRs that we do not forecast the price of RNG, and that is [audio dropout].

MR. GLUCK:  Okay.  Thank you.  I would now like to discuss the potential demand for the voluntary program.  So, if we could go to PDF page 44 of the compendium, please and towards the middle of this page there is a long paragraph.  In this paragraph, you note that you have sent a non-binding expression of interest form to 21,000 customers in 2023, and that is in the footnote actually that it talks about the 21,000 customers.  And of those customers only 94 customers responded with 75 customers responding positively; is that right?

MR. PROCIW:  That is correct.

MR. GLUCK:  And in terms of the positive response, it amounted to an interest of 325 TJs of RNG supply; is that right?

MR. PROCIW:  That is accurate, yes.

MR. GLUCK:  And would you agree that 325 TJs reflects only 0.06 percent of total supply?  I just divided 325 TJs by 527,350.

MR. PROCIW:  Subject to check, but it sounds correct.

MR. GLUCK:  Okay, thank you.  So, is it fair to say that you have very little known future demand for the voluntary program?

MR. PROCIW:  Through the EOI that was one measure of interest.  We have other mechanisms, such as letters of support and other dialogue with customers that have indicated there is interest in the program.

MR. GLUCK:  Okay.  And in terms of the only number that we have on the record of, you know, this is how much demand there might be for the voluntary program.  Is this the only number that I would find, the 325 TJs?

MR. PROCIW:  Through the EOI that is what was expressed, yes.

MR. GLUCK:  Okay, thank you.  And if we can please go to PDF page 28 of the compendium and this is from your updated evidence on this topic.  And with respect to the current voluntary RNG pilot program which was set at $2 a month payment for supporting RNG would you agree that since its launch in 2021 there has been minimal participation with only 4100 customers enrolled and a cumulative purchase of RNG of 5600 GJs?

MS. FIFE:  Those numbers are correct.

MR. GLUCK:  Thank you.  And can you confirm for me if there ends up being very little actual voluntary uptake of the proposed RNG program, the remainder of the program costs will be borne by the system gas customers that did not volunteer to purchase this supply?

MS. FIFE:  That is correct.

MR. GLUCK:  Thank you.  Can we go to PDF page 13 of the compendium.  Thank you.  It might be below this.  Yes.  It is below there.  Thank you.  So, I would like the discuss the design of the lower-carbon energy program now.  And I understand from your evidence that the voluntary program aspect will not be available until 2027; is that right?

MS. FIFE:  That is correct.

MR. GLUCK:  And so, in 2026, which is the start of the procurement, the entire cost of the RNG will be borne by system gas customers; is that correct?

MS. FIFE:  Correct.

MR. GLUCK:  And can you explain to me why you are starting the RNG procurement in advance of the voluntary program?

MS. FIFE:  So, Enbridge Gas believes that we need to get into the market, and so we have started at a modest 0.25 percent of our portfolio to begin to work with producers and to contract for RNG.

MR. GLUCK:  Thank you.  And can we go to PDF page 21 at the bottom of the page, please.  And here it describes that there will be a commitment period of one year for the voluntary program.  Can you please discuss why Enbridge doesn't plan to require a longer commitment period that is better aligned with the expected length of the RNG supply contracts?

MS. FIFE:  Through the design of the program we were looking to offer our large volume customers with flexibility so the one year commitment allows them to enroll in the program, and if their circumstances changes leave the program.  It also allows them to increase or decrease their percentage participation.

MR. GLUCK:  Okay.  Thank you.  So, we recognize Enbridge's need for cost recovery certainty if it is going to be signing long term contracts for RNG supply.  I would like to set out an alternative design and get your views on it.  Let's say there is a binding commitment of the 325 TJs that we discussed before, a voluntary demand, could you go out with an RFP for a long term contract that delivers approximately that much RNG and have system gas customers covering any variances if the available contract isn't perfectly sized, to say if is a 50,000 GJ RNG facility and they would like you to buy all of it, so they could build it.  And then, in the future if customers no longer want to participate in the program, because you have a one year sort of commitment period, system gas customers would backstop the variances of something that is sized relative to the voluntary demand?

MS. FIFE:  Can we confer, please?

MR. GLUCK:  Sure.

MS. MIKHAILA:  We recognize there is uncertainty in the demand for large volume customers for the program and without a program it is hard to get a commitment from customers.  So, we are kind of in this middle state of where to go with it.  We also do recognize that at least a majority of customers through our customer engagement results have indicated -- sorry, a majority of residential small business customers have indicated a willingness to accept a premium to their bill for some component of their bill being RNG as well.  So, the program as we had designed it was to recognize the need and want for a voluntary program for large volume customers with the cost certainty as you mentioned that we would require to offer that to them.  But also to provide the residential and smaller customers with a component of RNG in their supply as well.  So, that is how we came up with and designed the program, but we recognize there could be alternatives to that and if the panel wasn't comfortable with the maximum target percentage as we proposed in having that cost be borne by all customers, even though there has been an interest in having some component of RNG in the supply, then we would accept a modification to the program in order to begin procuring and being able to offer the program.

MR. GLUCK:  Okay, thank you.  Can we go to page 47 of the compendium, please.  And you discussed this earlier with Mr. Buonaguro, the 25.58, and I think I understand it better now.  It is basically the mathematical maximum dollars per GJ for the program and it already includes the netting out of the replaced supply, conventional natural gas supply and the FCC benefit; is that right?

MS. MIKHAILA:  That is correct.  It is the maximum of the two program thresholds but it also does not consider any LCVP participation.  So, to the extent there is LCVP participation that would result in a smaller residential impact per month.

MR. GLUCK:  Okay.  Thank you for that.  Can we go to page 50 of the compendium, please.  And I am trying to understand the annual cost of the program to system gas customers in the circumstance that there is no voluntary participation in the end.  And so, here I have calculated the annual cost at the new updated targeted RNG procurement percentages.  And I was hoping you would either accept these numbers here or take an undertaking to confirm that it ranges from $34 million in 2026 up to $270 million in 2029?  And basically I used your 25.58 as the sort of conceptual maximum cost.

MS. MIKHAILA:  We have -- we can confirm this math.  We have recalculated it.  It is calculated using, like you mentioned, the $25.58 per GJ.  We have put forward that number in response to interrogatories as a net RNG number.  So, it depends on, you know, how you are looking at this math.  But this is the, I will call it, the incremental cost if you were assuming the 25.58 is an incremental cost.

MR. GLUCK:  Right.  So you would agree it is the incremental cost over conventional supply, and including the FCC benefit being removed?

MS. MIKHAILA:  Yes.  It is the incremental cost, if you are using the $25.58 --

MR. GLUCK:  Yes.

MS. MIKHAILA:  -- in that way.  In the EFG report, they used it as a price cap.  So it depends on what way you are --

MR. GLUCK:  Yes.  I am trying to use it as a theoretical maximum program cost --

MS. MIKHAILA:  Yes.

MR. GLUCK:  -- hat system gas customers may end up paying --

MS. MIKHAILA:  Okay.

MR. GLUCK:  -- with no voluntary supply.  Is that fair?

MS. MIKHAILA:  The net RNG price, then?  Yes.

MR. GLUCK:  Yes.

MS. MIKHAILA:  That is fair.

MR. GLUCK:  Okay.  Thank you.  And can we please go to page 14 of the compendium.

And I understand from your evidence, and you said something potentially, you were talking to Mr. Buonaguro about this, this morning, so I would like to just discuss this.  Here, it says you are seeking cost recovery permanently, in paragraph 13.  And, based on the conversation you had this morning, I think you said you are seeking cost recovery over the terms of whatever contracts you sign.

MS. MIKHAILA:  That is fair.  I think we said permanently, here, but we proposed a program that would continue until there was a decision to otherwise increase it or do something with the program, but at least cost recovery for the term of the contracts that we have committed to.

MR. GLUCK:  Okay.  Thank you.  And you expect the contacts will be five years or longer.  Is that correct?

MS. FIFE:  We are expecting longer term contracts to be five years or longer.  There is a potential to have shorter contracts or longer contracts.

MR. GLUCK:  Okay.  And I am just looking at the planned procurement in 2029, so the last year of the procurement.  I am trying to figure out what the average length of a contract is, and maybe you don't know.  But would it be fair to use five years, as sort of an average?

MS. FIFE:  I don't think we know what the average length of a contract would be.  There are so many different factors that go into RNG and RNG procurement.  It is a case-by-case basis, depending on the contract.

MR. GLUCK:  Okay.  But it is fair to say that whatever you sign in 2029, whatever contract for that, for that last tranche of the procurement, will persist well past 2029?

MS. FIFE:  That would be fair.

MR. GLUCK:  Okay.  Thank you.  If we could go to the compendium, PDF page 52.  And here, I have attempted to calculate the total RNG cost to system gas customers in the circumstance that there is no potential -- that there is no voluntary participation over the term of the initial contracts that are at issue in the proceeding.  So this is trying to figure out the total cost as opposed to the annual cost.

And if I were to use -- I am using the $25.58 again, and looking at the five-year contract, if we go down the page, sorry.

Would you agree that using a five-year contract and the $25.58 theoretical maximum price, that system gas customers could end up paying $1.3 billion for this program?

MS. MIKHAILA:  Yes.  That is the math when you do the calculation, but it is just important to note the guardrail that we do have on there, of the maximum impact per residential customer.  We do have, you know, 3.9 million customers.  So this is the math, yes.  But there is the maximum impact per customer threshold that we would not exceed.

MR. GLUCK:  But this is based on that.  Right?

MS. MIKHAILA:  Mm-hmm.

MR. GLUCK:  This is saying at the end it is $4 a month per customer.  And, when you add it all up, it is a $1.3 billion program with no voluntary participation.

MS. MIKHAILA:  Yes.

MR. GLUCK:  Okay.

MS. MIKHAILA:  Right.

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

COMMISSIONER MORAN:  Thank you, Mr. Gluck.  Canadian Manufacturers & Exporters, Mr. Pollock.
Cross-Examination by Mr. Pollock


MR. POLLOCK:  Good afternoon, Commissioner, and thank you for your time and thank you to the witness panel for your time.  Can everyone hear me okay?

COMMISSIONER MORAN:  Yes.

MR. POLLOCK:  Perfect.  So I just wanted to follow up on Mr. Gluck's discussion.  So he brought you through a number of figures about the incremental cost of RNG to ratepayers.  I just wanted to confirm with the panel, regardless of whether or not the large-volume customers pick up some or all of the bill, there is no permutation where Enbridge Gas is footing any of the incremental cost of this program.  Correct?

MS. MIKHAILA:  Yes.  Consistent with our other gas supply cost recovery frameworks, we have proposed to pass through the costs to -- through the commodity rates.

MR. POLLOCK:  Okay.  Thank you.  So could we just turn up the Phase II, Exhibit 4, tab 2, schedule 7 evidence, which I think is the exhibit on this program.  Thank you, Ms. Monforton.  If we scroll down to the bottom of page 2 of this exhibit, page 2 of 33, so I am using the paper numbering.

So you say here at paragraph 6 that:
"It is clear that the energy transition is underway and RNG will play an important role."

So am I right in thinking that at least one of the drivers for this program is the fact that the energy transition is underway, right now?  Is that fair?

MS. MIKHAILA:  One of the drivers for the program is that we have heard from customers that they are interested in us providing an RNG supply service for them.  What they are looking for is options to reduce their GHG emissions, and that is likely because of targets and ESG goals that they have themselves, perhaps due to the energy transition.

MR. POLLOCK:  Okay.  And the energy transition, I want to give you a definition of it and see whether or not you agree.  In full transparency, I have taken this from Concentric's report in the first phase of this proceeding.  But they define the energy transition as:
"A transformation from a primary reliance on fossil fuels to a primary reliance on more renewable fuel sources."

Correct?  Is that a fair characterization of the energy transition?

MR. STEVENS:  To be clear, Mr. Pollock, are you asking for Enbridge's corporate definition of the energy transition?  I see some trepidation on the witnesses' faces; I am not sure they are the folks whose would feel comfortable representing what the full corporate definition is.

But if instead what you are asking is whether this is one way that folks look at energy transition, that might be a question they are more comfortable answering.

MR. POLLOCK:  It is more of the latter, Mr. Stevens.

COMMISSIONER MORAN:  Sorry, Mr. Pollock, just a minute:  If I understand the question, Mr. Stevens, this is a definition that was put forward in evidence filed by Enbridge.  And I guess, as I understand, the question is do the witnesses agree or disagree with that definition.  You have suggested that there is the possibility of a larger, more detailed corporate definition.

Is that something that is available?

MR. STEVENS:  I don't know the answer to that.  I mean, I think to be clear, it sounds like this was a definition used by Enbridge's expert, not Enbridge itself, in Phase I.  I think it was represented to be Concentric's --

COMMISSIONER MORAN:  Concentric, that is right.

MR. STEVENS:  -- definition.

COMMISSIONER MORAN:  Filed by Enbridge as part of its proposal.

MR. STEVENS:  Sure.  But they are an independent expert; they have their own view of what things are.

But, again, I am happy to have the witnesses answer this, of course, but...

COMMISSIONER MORAN:  Let's see what they can say.

MS. FIFE:  Can we confer for a moment?

MS. CARRIVEAU:  Would you mind repeating the definition?

MR. POLLOCK:  Certainly.  So Concentric defined the energy transition as:
"A transformation from a primary reliance on fossil fuels to a primary reliance on more renewable fuel sources."

MS. CARRIVEAU:  At a high level, I would agree that our primary reliance on fossil fuels will look different in the future.

MR. POLLOCK:  So, sorry, is that agree with the definition or not?

MS. CARRIVEAU:  I would say I partially agree with the definition.  In my opinion, "energy transition" means that the way that our economy relies on energy today looks different in the future, and, yes, I would agree that our reliance on fossil fuels is likely to look different in the future.

MR. POLLOCK:  So, in the future, there may be more use of and reliance on more renewable fuel sources, which could be RNG or hydrogen or electricity or something else that we haven't thought of.  Correct?

MS. CARRIVEAU:  I would add to that:  Any reliance on fossil fuels or reliance on fossil fuels may likely, would also, be to include carbon capture.  So I don't necessarily agree that there is no reliance on fossil fuels; I think they could be mitigated in the future.

MR. POLLOCK:  Okay.  And, as I understand it, in Phase I at least and I think in the generic cost-of-capital proceeding, as well, Enbridge has identified the energy transition as a business risk.  Is that right?

MR. STEVENS:  I can agree with you on that, Mr. Pollock.  Again, I see some hesitation on the witnesses' part because none of these witnesses have been part of those portions of those proceedings.

MR. POLLOCK:  Understood, Mr. Stevens.  To the Commissioners, this will come back to being relevant to this particular area quite shortly, so I hope you will give me a little bit of indulgence on this.  So I think earlier in their own or his own witness panel Mr. Kitchen was quite candid that Enbridge is an investor-owned utility and that part of their role is earning a profit for their shareholder.  Would you be able to agree with that, witness panel?

MS. MIKHAILA:  I would agree with that although I didn't have an opportunity to listen in to the testimony.

MR. POLLOCK:  Understood.  So, to the degree that Enbridge can provide its customers with a renewable source of fuel, such as RNG, it would reduce the risk posed by the energy transition.  Correct?

MS. MIKHAILA:  I think the word "reduce" may need to be taken into some context.  The percentages that we have proposed in order to satisfy some of the services our customers would like is not a large component of our throughput.

MR. POLLOCK:  Okay, but, directionally, I am not suggesting that you category it as a large amount or a small amount, but comparing it to not doing anything, providing some RNG will reduce the risk of the energy transition to some degree.  Correct?

MS. MIKHAILA:  Honestly, I don't feel like I can comment on that because I don't know long term where and how much RNG may be as part of our entire portfolio.

MR. POLLOCK:  So I want to bring you back to paragraph 6.  Enbridge's evidence seems to be:  It is clear that the energy transition is underway, and RNG will play an important role.  Is that right?

MS. MIKHAILA:  I think also the word "important" is probably relative, as well, and I think it has been characterized in the evidence of the intervenor as a supplement or complementary role, and I think that is a fair characterization of it.

MR. POLLOCK:  So let me try to get at it this way:  If we accept that the energy transition has some component of moving away from fossil fuels and moving towards renewable fuels, then the more renewable fuels Enbridge is able to offer its customers, the more that the energy transition will have customers moving towards a fuel that they provide.  Correct?

MS. MIKHAILA:  I really don't know, long term, how to say that.  Like, I hear you, and I understand the concept that you are saying.  But I also want to comment that we only provide natural gas service to probably about half of the throughput volumes that go through our system, so, long term, how RNG will play a component as far as the system and making it relevant, I really can't speak to that.

MR. POLLOCK:  Will Enbridge gain any sort of benefit, Enbridge and its shareholder, from providing renewable natural gas to customers, whether or not over the long term or the medium term or the short term, at any point?

MS. MIKHAILA:  By providing this service that we propose to customers, there is no, I will say, financial benefit to the company as the costs are passed through and there is no return on the cost of the fuel.  It is a service that our customers have indicated that they are interested in.

MR. POLLOCK:  Is there a benefit to the shareholder by reducing the risk that customers will leave the system for other renewables fuels like electricity?

MS. MIKHAILA:  I can't speak to the -- I apologize, but I can't speak to the risk that customers will stay on because of RNG.  It may be a transition for them.  Customers will make their own choice of alternatives.  RNG is a premium price, and, while they are making those economic evaluations, I can't necessarily state that they will remain on a natural gas service or transition away.

MR. POLLOCK:  Okay.  And my final question is:  If it were to be the case that Enbridge and its shareholder were to gain a benefit from this program, is it Enbridge's position that it would be fair for Enbridge to pay some of the costs of it or the incremental costs of it?

MS. MIKHAILA:  You have proposed a theoretical question, and I have trouble answering that without understanding the benefits that we would receive from it.

MR. POLLOCK:  Well, so, even if you were take my hypothetical with all the caveats of you may not agree with it, if in the hypothetical you were to accept my premise, which is that there is a benefit, what is Enbridge's position with respect to whether or not it is fair that Enbridge rather than the customer -- well, the customer pay 100 percent of the incremental cost rather than Enbridge pay some portion of the incremental cost?

MS. MIKHAILA:  I think, if that were the scenario, I think as a company we would have to think through it, but I honestly can't speak to that right now.

MR. POLLOCK:  Well, maybe that is something for an undertaking, Mr. Stevens, whether or not you would be willing to accept that?

MR. STEVENS:  Okay, just one moment, please.

MR. POLLOCK:  Certainly.

MR. STEVENS:  Thank you, Mr. Pollock.  Enbridge Gas can certainly take that away as an undertaking:  To advise as to whether in the event it was found that Enbridge Gas was benefitting financially from the lower-carbon voluntary program, whether it should bear some of the incremental costs.

When I say we can take that away and answer it, I am not promising that we will have any further answer beyond what Ms. Mikhaila had said, but this will give us an opportunity to think about it and provide any supplement.

MR. POLLOCK:  Thank you, Mr. Stevens.  I have one nuance.  You mentioned "financial benefit," and I just want to make sure that we don't miss -- I mean Ms. Mikhaila, I think, talked about financial benefits in a very narrow sense of getting some additional return.  And my view is that there are other benefits, such as a reduction of risk.  So, if we could just change the undertaking to encompass a broader sense of benefit, I would appreciate it.

MR. STEVENS:  Okay.  Well, that is fine.  That can be reflected in the undertaking.

MR. MILLAR:  The undertaking is J2.5.
UNDERTAKING J2.5:  TO ADVISE AS TO WHETHER IN THE EVENT IT WAS FOUND THAT ENBRIDGE GAS WAS BENEFITTING FINANCIALLY IN OR A BROAD SENSE FROM THE LOWER-CARBON VOLUNTARY PROGRAM, WHETHER IT SHOULD BEAR SOME OF THE INCREMENTAL COSTS

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

COMMISSIONER MORAN:  Thank you, Mr. Pollock.  We will take the afternoon break and come back at 3:25.
--- Recess taken at 3:09 p.m.
--- On resuming at 3:27 p.m.

COMMISSIONER MORAN:  Okay.  Up next is Pollution Probe, Mr. Brophy.

MR. BROPHY:  Great.  Can you hear me?

COMMISSIONER MORAN:  Yes, we can.
Cross-Examination by Mr. Brophy


MR. BROPHY:  Okay.  Perfect.  Good afternoon.  My name is Michael Mr. Brophy, I am asking questions on behalf of Pollution Probe.  We had given a heads up to Enbridge on things we will be referring to and I don't know what the things the panel is going to want pulled up so -- we don't need to pull them all up unless you need.  One of the things we filed on Monday which the panel may want to refer is the 2025 to 2032 asset management plan, so if we can get an exhibit number for that.

MR. MILLAR:  That is K2.8.
EXHIBIT K2.8:  2025 TO 2032 ASSET MANAGEMENT PLAN

MR. BROPHY:  Okay, thank you for that.  I am not sure if we are going to need to pull it up for them or not, but best to be ready.  Okay.  So, why don't -- actually, just a quick spoiler alert, Pollution Probe has supported RNG production and, in particular, Enbridge's leave to construct projects where there has been attachment of RNG.  However, you know, we do have questions and some potential issues on the program so we will be covering that today.  

So, on slide 2 of the panel deck that was presented today at the beginning of the panel there is some wording that indicates that Enbridge Gas is requesting the OEB approval to procure lower-carbon energy with the focus on renewable natural gas, and so that is right.  I think you have got that up on the screen.  That is correct; right?

MS. MIKHAILA:  Yes, that is correct.

MR. BROPHY:  Okay, terrific.  And so far in this proceeding we have really only been talking about RNG.  So, it wasn't obvious, at least to me, through this whole proceeding that Enbridge is not actually seeking OEB approval for an RNG program.  It is Enbridge is actually requesting approval for a much broader lower-carbon program but that would include RNG.  So, do I have that right?

MS. MIKHAILA:  We have called it the lower-carbon energy program but our focus is on RNG at this point.  We do expect that if we were to add or wish to include another form of lower-carbon energy into the program that we would seek approval at that time.

MR. BROPHY:  Okay.  So, if it was just RNG you would call it an RNG program like before, but you are thinking you may be adding some other things so you called it the broader category of lower-carbon to enable that to happen in the future; is that accurate?

MS. MIKHAILA:  It may be possible.  We don't have a plan at this time to include other forms, but if we did we would seek OEB approval on a different form of lower-carbon energy and perhaps under the same type of framework.

MR. BROPHY:  Okay.  I think that is probably why I was confused because you're highlighting lower-carbon but it is really RNG is what you asking for, but the presentation wording doesn't say that.  So, I guess we have to go with what the presentation said that you read this morning.

So, Enbridge in its updates evidence and, again, you don't have to pull it up but you can if you want, it is under 4.2.7, page 4 and that is the lower-carbon energy section.  There is some wording there, it is Enbridge Gas will continue to target lower-carbon energy purchases up to 2 percent in its portfolio.  That wording is there.  So, you are using the lower-carbon energy again even though it is just RNG.  So, if we are using the exact wording you are asking approval on of lower-carbon energy, is there a definition that the OEB has used or issued on what low-carbon energy is?

MR. STEVENS:  I think -- Mr. Brophy, it is Mr. Stevens speaking.  I think maybe we could move this along just by stipulating that in the initial approval Enbridge Gas can agree that lower-carbon energy and RNG are synonymous.  Enbridge is not looking to include any fuel other than RNG as part of this proposal initially.  As Ms. Mikhaila said, there might be a supplementary request later.  The program is broadly named so that that supplementary request wouldn't come as a surprise, but initially at this stage we are only talking about RNG.

MR. BROPHY:  RNG, okay.  So, maybe it is just me confusing low carbon energy with being broader.  But I take your point.  Thank you.  And then in that same page -- actually, so 4.2.7, page 32, there is wording in the evidence that states that the company acknowledges the life cycle emissions benefits of using RNG.  However, at this time the CI, which stands for carbon intensity, score of RNG will not be the primary consideration when procuring RNG.  Do you see that?

MS. FIFE:  Yes.

MR. BROPHY:  Okay.  Great.  And then another statement there and these are kind of two I am going to ask about.  On the same page it indicates the company has not determined at this time if RNG will be purchased with or without credits.  So, I guess at this time then without that commitment we can't count on that credits would be attached to any of the RNG purchased; is that accurate?  Or have you changed that commitment?

MS. FIFE:  Through our procurement process, RNG with credits will be a consideration when we are making decisions on what we will procure.  We haven't committed to always procuring RNG with clean fuel regulations credits, which are just one aspect of environmental attribute.

MR. BROPHY:  Okay.  So, having -- you consider by having the credits, you know, attached to the RNG you purchase each time is not a requirement; is that correct?

MS. FIFE:  Correct.

MR. BROPHY:  Okay.  Thank you.  And then I assume you are aware if emissions credits are created and attached then they are based on the life cycle carbon intensity of the RNG.  Is that your understanding?

MS. CARRIVEAU:  CFR credits are based on the life cycle of the carbon intensity of RNG, that is correct.

MR. BROPHY:  Okay.  Thank you.  And is there any part of Enbridge's program proposal that requires the life cycle carbon intensity information to be provided?

MS. FIFE:  The intention is that when we procure RNG we will ask for the carbon intensity score at that time.

MR. BROPHY:  So you will get the documentation.  Is that something then that you would make available to the -- in your filings with the OEB?

MS. FIFE:  The documents that we have available we would, yes.

MR. BROPHY:  Okay.  Thank you.  Okay.  So, on page 43 of the Pollution Probe -- actually I think it might be page 46.  Let me just validate it.  I think it is page -- I think it is page 46.  Let me know.  Okay, that is page 43.  Yes, page 43.  Sorry about that.  Page 43 in the compendium.  So, this is a hearing transcript from Phase I of proceeding, and on that page, and it is highlighted there, Enbridge confirmed that when the emissions credits are not connected with the RNG molecules purchased it ceases to be RNG which, you know, is logical I think.  Do you remember that?  Has anything changed from that?

MS. CARRIVEAU:  This wasn't my testimony, but I have read the testimony in front.  The position that environmental attributes being removed from RNG, that that RNG no longer holds the benefits of those environmental attributes, I would just like to clarify that environmental attributes is a generic term, and there can be numerous and different and distinct environmental attributes.

So there can be CFR credits that are separated from the RNG, but that does not interfere with its ability to claim a GHG reduction, as they are distinct and different.

MR. BROPHY:  Well, I am specifically asking you about RNG.  And, you know, Enbridge's testimony in Phase I is consistent with that course.  Also indicated is that if you remove the credits, it just becomes natural gas, because you lose the emissions reduction.

So do you have a different understanding?  Or are you trying to change that?

MS. CARRIVEAU:  I am making the point that environmental attributes are distinct and different things.  And if you say we are removing all the environmental attributes, yes, I agree with the statement.  I would just like to clarify that there are different environmental attributes.

MR. BROPHY:  Okay.  No, and that is fair enough.  If you go down, just on that same page, you will see there was some discussion around the same issue, and with the Enbridge witnesses.  And it was confirmed that there is no regulatory guidelines in place, really, to define what RNG is and that, you know, the whole process, the language there is that it is very vague.  And I would agree with that.

So has anything changed there since Phase I, where you received or there are regulatory guidelines that can be pointed to, to define what RNG is by the OEB?

MR. STEVENS:  Sorry, Michael, it is David Stevens.  Just to help us, can you situate us where you are in the transcript?  What we still have up right now is the discussion you have just completed.

MR. BROPHY:  Okay.

MR. STEVENS:  I just want to make sure that the witnesses are responding to exactly what was said previously.

MR. BROPHY:  Sure.  So it is page 46.  And it is the highlighted section on page 46.  If you go down, it is kind of from the middle to the bottom of the page, on the compendium page 46.  Sure.

MS. CARRIVEAU:  Sorry, can we confer for a minute?

MR. BROPHY:  Sure.

MS. CARRIVEAU:  Sorry, if you wouldn't mind going up, because I recall reading this testimony earlier.  I believe the question of guidelines was how to calculate the life-cycle emissions?

MR. BROPHY:  Well, I know that there are guidelines on that, but this was -- this page is about when the Enbridge witness indicated that RNG ceases to be RNG when you remove the emissions credits.  Then we asked, well, you know, what guidelines would you use to determine whether it is RNG?  It is not about the calculation of the credits; it is more about when you remove them.  You know, what really defines if you have -- if we are both talking about RNG, how do we know we are talking about the same thing?

MS. CARRIVEAU:  Thank you for the clarification.  I would agree with the statement there are not guidelines that have been provided in regulations around the treatment of certificates.  So I think what we are really talking about is a certificate, an instrument that would represent those environmental attributes.  And again, they would be specific, but regulations do not speak to certificate treatment; we can say that.

Certainly, we know the Ontario emission performance standard program does not have any requirement for specific certificates.  So, to your comment around there are no guidelines around when does RNG cease to be RNG if the environmental attributes are pulled off, I would agree in the context of certificates being separated from RNG, the regulations do not speak to this.

MR. BROPHY:  Okay.  And so, I think the challenge we are having is that there are no guidelines on RNG for the OEB to reference, and Enbridge isn't proposing mandatory requirements for life-cycle carbon intensity or ensuring that the emissions credits are attached when you purchase RNG, how do we really know what you are getting?

And then, if a customer buys that, thinking it is RNG, are they getting the ability, you know, the attributes?  Are they flowing, and what the terminology is.  So that is the challenge we are having.  I don't know.  You can speak to it now or, you know, we will probably put that question in our written submissions and you will have a chance to explain it.  But did you want to say anything now?  Or we can move on.

MS. CARRIVEAU:  I can speak to this further.  I know that we did reiterate this in one of our IRs, that the ownership of those environmental attributes will be defined in contracts.  So it is that ownership through contract that entitles us to claim those environmental attributes on behalf of our customers.

MR. BROPHY:  Okay.  So then you contract -- if they exist, you contract, you take them.  And then when a customer pays for them under your program, you give them to them, and you contractually transfer them to that customer.  Is that what you are saying?

MS. CARRIVEAU:  Under current regulation, there are no requirements for specific certificates.  It is possible that we could contract with certificates being created and, under those registries, we would retire those specific certificates for the customers.

In the instance where there is no requirement to have RNG supplies registered under a specific registry, and we are -- we would use two items.  Our nomination record is a record that RNG has been delivered and, in addition to that, we would have contracts that identify our ownership of the environmental attributes associated with the RNG that we have procured.

MS. FIFE:  And I just want to clarify the point on the clean-fuel regulations credits.  So a CFR credit is different than the certification Ms. Carriveau was talking about that certifies the molecule is RNG, a CFR credit.

We can purchase RNG with or without CFR credits, and those are the credits that may potentially be monetized, which is different from the other environmental attributes that make the molecule RNG -- just for clarification.

MR. BROPHY:  No, that is really helpful.  And so that the other one about the certification that it is RNG, are those guidelines on the record?  Is that something that has been made available?  I don't recall seeing that.

MS. CARRIVEAU:  We have not been asked to date about the various programs that exist to create certificates.  So, no, that information is not on the record.

MR. BROPHY:  Okay.  So would you be able to provide the -- that certification document that deems RNG to be RNG, or whatever the proper wording is, something like that?

MR. STEVENS:  So if I follow this correctly, and I apologize if I haven't, I think I heard Ms. Carriveau say that there is the potential to be able to have certificates created to certify RNG.  It is not necessary, but there is the potential that that can be done.  Do I have that right?

MS. CARRIVEAU:  That potential exists.  And maybe I could also clarify, where we are talking about definitions of RNG:  The definition of RNG is defined in various regulated programs.  What is not typically spoken to is any requirement for these certificates.

MR. STEVENS:  Right.

MS. CARRIVEAU:  So we can meet the definition of the program, without the certificate.

MR. STEVENS:  Sorry, and I am not trying to examine you.  I am trying to understand -- I don't want to step outside my role.  I am trying to understand the certification, to understand how we can help Mr. Brophy.  Are there various certification programs that exist, or is there one central clearing house?

How does that work?  Is there something that will be useful for Mr. Brophy and for the Commissioners?

MS. CARRIVEAU:  There is one program in North America.  It is a voluntary registry.  They are called "renewable thermal certificates" that RNG can be registered on.  So we can provide information around that program.

MR. STEVENS:  Would that be helpful, Mr. Brophy?

MR. BROPHY:  That would be great, thank you.

MR. MILLAR:  The undertaking is J2.6.
UNDERTAKING J2.6:  TO PROVIDE INFORMATION AROUND THE "RENEWABLE THERMAL CERTIFICATES" PROGRAM.


MR. BROPHY:  Thank you.  Okay.  No, that is very helpful.  Thank you.  Okay, so just a little slight change of gears, so Pollution Probe compendium, page 62, this is a slide from the Enbridge retail strategy, and it was filed in this Phase 2 proceeding, with a bunch of material related to Enbridge Sustain.  I am not going to walk you through all the Enbridge Sustain stuff.  There was quite a bit of it.

But, on this one -- and you will be able to see -- yes, oops.  It is back here for me for some reason.  Okay, so, yes, you see up top that it is "opportunities," long-term opportunities for the gas distribution growth aligned with the markets.  There is a section there with RNG that you will see on the bottom half of the page.

So you will see that RNG is listed as an item in the strategy for the gas distribution long-term business opportunity.  I guess the question is:  So, it indicates that it is being assessed somewhere else, outside of that committee, and Enbridge -- is what we are talking today what that is, or is there some other broader document on RNG that exists?

I am just trying to understand if what we are talking about today is that item or if it is just a little piece that fits into a broader RNG plan.

MR. STEVENS:  Mr. Brophy, just to help the witnesses, do I have it right that this slide that you have reproduced is from one of the what were called "business plan documents" relevant to Enbridge Sustain?

MR. BROPHY:  Well, this is a gas distribution deck.  It was filed with the Board's order on materials related to Sustain, but this isn't a Sustain deck.  You know, we can go up to orient you if you want, but this was a --


MR. STEVENS:  Well, why don't we do that, please.

MR. BROPHY:  Sure.

MR. STEVENS:  Where I am likely going to end up here is that I don't think that there is [audio dropout] who is going to have [audio dropout] you are asking about.  I mean you are certainly welcome to ask them, but I just want to give fair warning that nobody here has any relationship, to my knowledge, with Enbridge Sustain or Enbridge Sustain business planning.

MR. BROPHY:  Yes, and I didn't plan to go down the rabbit hole of Enbridge Sustain questions.  The question is:  Specific to RNG, if there is a different document that exists in relation to RNG or is all that exists kind of the program plan that you are proposing in this proceeding.

MR. STEVENS:  Sorry, just to try to be helpful to the process here, are you asking -- given that this slide deck says that decarbonized infrastructure is out of scope and being evaluated elsewhere in Enbridge, are you asking whether there is a different RNG business plan somewhere else within Enbridge?

MR. BROPHY:  Yes, and how does it relate to what you proposed here, in this proceeding.

MS. MIKHAILA:  Could we just have a moment to confer, please?

MR. BROPHY:  Sure.  And, Mr. Stevens, if you need to, page 59 is the beginning of the slide deck if you wanted to look at the title.

MS. MIKHAILA:  Thank you.  As Mr. Stevens had mentioned, I don't have much, if at all, any familiarity with this retail strategy document.  I do see from the title page here it is a GDS, which is the business unit of Enbridge that we are a part of.  The strategy for our business unit is to propose the program in front of you, but I cannot speak to the RNG strategy of any other business unit of Enbridge as I am not familiar with those.

MR. BROPHY:  Okay.  Great.  Would you be able to undertake to provide, if there is a document related to this, provide it and just explain how it links to the RNG program you are proposing here?

MR. STEVENS:  I am struggling with the relevance of another document in terms of -- or another program and how producing documents around another unknown program somehow related to RNG is pertinent to the lower-carbon voluntary program proposal.  I mean I can understand that, if you were going to ask the witnesses if they are aware of other Enbridge endeavours that are somehow related to this proposal, that they could speak to that.  But, beyond that, it seems to me to be a bit of a fishing expedition.

COMMISSIONER MORAN:  Just if I may, just to understand your answer, you are part of the retail group?

MS. MIKHAILA:  No.

COMMISSIONER MORAN:  Oh, you are not part.  Okay, I just wanted to clarify.

MS. MIKHAILA:  We are part of GDS, which stands for "gas distribution and storage."  That is on the slide of this page.

COMMISSIONER MORAN:  Okay, so you are part of this group, and so, to the extent that there is any business plan within your part of that group, you would know about it.  And I guess is there one?

MS. MIKHAILA:  No, the strategy, what I will call "RNG strategy" for GDS gas distribution and storage component of Enbridge is the proposal that we have put forward here.

COMMISSIONER MORAN:  Okay.  I think we have got sufficient evidence on this point, Mr. Brophy.

MR. BROPHY:  That is exactly what I was looking for, that answer right there, so that is terrific.  Thank you for that.  If we can, go to page 38 of the Pollution Probe compendium.  So, this was a response that Enbridge has provided, indicating that they don't have an RNG strategy; there wasn't one developed.

Is that -- I think you just confirmed that is still accurate.

MS. MIKHAILA:  Yes, this response is still accurate.  There is the proposal you have in front of you, and there is the business development team that deals with a connection of local producers.

MR. BROPHY:  Okay.  Thank you for that.  If we can, go to Pollution Probe compendium 21.  Great.  So, this is the Enbridge lifecycle RNG diagram that we talked about in Phase I, and I just wanted to see:  Does Enbridge have anything better that it is using today than this, or is this still your best available information?

MS. CARRIVEAU:  When you say "using it," in what aspect do you mean "using"?

MR. BROPHY:  Well, in relation to the carbon intensity of RNG.  So this was a presentation to external stakeholders.  Like, you could use this info in a lot of ways.  I have seen it in different Enbridge decks, but this is the only info I have seen from Enbridge on lifecycle emissions, and I just wanted to know if you had anything more recent, or is this still the best available information?

MS. CARRIVEAU:  I can provide more details on where this was derived.

MR. BROPHY:  The excerpt is in the bottom there, the Enbridge file, what the source is.

MS. CARRIVEAU:  Again, in terms of "using," I think this was meant always to be illustrative around the potential carbon intensities.  And what I can clarify, to my knowledge of where this has been derived, these are projects that are registered in the California low-carbon fuel program, so this illustrates the range of carbon intensities with the projects that have been registered in their specific program.

What I can say is, in terms of participation in Canada's clean fuel regulation program that is just recently been established within the last two years and the available -- the information related to carbon intensities for RNG supplies has not -- there is no comparable level of detail or information because it is such a program that is early.  

And I guess maybe my point around speaking to specific projects that inform this slide are each project -- each RNG project will have a unique and specific carbon intensity, and so the projects that have been registered in this California program may not be reflective of the projects that we procure in our program because carbon intensities are specific to individual supplies.

MR. BROPHY:  So, my understanding is you saying you don't have anything better that you can share at this time?

MS. CARRIVEAU:  There isn't information that is publicly available that reflects carbon intensities for RNG of projects that have been participating in Canada's clean fuel regulation.

MR. BROPHY:  Okay.  I think that answers the question.  So, I had one more question, but it is going to probably take five minutes.  I just want to check where I am at on time, and if I am at time I'll stop here.

COMMISSIONER MORAN:  By my count you have got two minutes, Mr. Brophy.

MR. BROPHY:  Two minutes.  Okay.  I will -- yes, it is not going to be done in two minutes so I will stop here, thank you.

COMMISSIONER MORAN:  Thank you.

MR. BROPHY:  I will steal the two minutes tomorrow, though.  I will take that.

COMMISSIONER MORAN:  Only if you can certify that credit, Mr. Brophy.

MR. BROPHY:  Correct.  Thank you.

COMMISSIONER MORAN:  Okay.  Mr. Ladanyi, you are up next.

MR. LADANYI:  Thank you.  Can you hear me?

MR. BROPHY:  Yes, I hear you, Tom.
Cross-Examination by Mr.Ladanyi


MR. LADANYI:  Thank you.  Very good.  So, there is a lot of evidence about this issue and I don't want to go through any of it, in fact Mr. Gluck asked some excellent questions.  I would have asked similar questions, but not as well as he can.  

I want to first understand:  What approval are you seeking from the OEB?  The evidence is about the lower-carbon voluntary program and the program has many components, many moving parts.  Is this all or nothing approval you are seeking for?  Either the OEB approves everything or the OEB proving nothing?  Or is there a menu of approvals you are seeking?  Can you explain that to me?

COMMISSIONER MORAN:  Mr. Ladanyi, I think Mr. Stevens clarified that question for us a little while ago.  Would you like Mr. Stevens to repeat his clarification?

MR. STEVENS:  I think, if I may, Mr. Ladanyi, this is identified at the beginning of the first slide that Ms. Mikhaila spoke to this morning.  I mean, as to what happened you asked is this an all or nothing -- well, things always evolve through argument through an OEB decision.  I have not heard Enbridge say at any point if we don't get everything every single component of this ask then we want nothing.  I think we will see how things evolve.  But what Enbridge is asking for is as set out in the evidence, but it is as summarized in Ms. Mikhaila's presentation this morning.  That was the intention of the presentation, to encapsulate what we are asking for.

MR. LADANYI:  Sorry, I listened to the presentation.  I was confused, I was seeking some clarification.  But I will look at the presentation again and read a transcript, and maybe on second reading I will get what exactly you are asking for.

MR. STEVENS:  I believe it starts with Enbridge Gas is sequencing OEB approval.  So hopefully when you read the first two slides you will be able to see what it is that Enbridge is seeking.

MR. LADANYI:  Let me continue that.  So, if you do not get approval for everything what happens then?  You are going to evaluate and do something else?  Is that what it is?

MR. STEVENS:  I think it would depend on what conditions or stipulations or questions were attached to the OEB's decision in that regard, Mr. Ladanyi.

MR. LADANYI:  So, if I was a commissioner I would be very uncomfortable approving this, because this program has a lot of what Donald Rumsfeld would have called known unknowns and unknown unknowns.  There is two many unknowns here and, essentially, you are asking the Commissioners to accept this in faith.  And that -- and I don't want to go through the whole list, but it seems there is just too many things that are not really specified here.

MR. STEVENS:  That sounds like something that we will be addressing in argument.

MR. LADANYI:  Very good.  Okay.  Well, let me ask you about one unknown.  So, if the Conservatives win the next election and get rid of the carbon tax what would that change?  Would that change with the plan?  What would happen?

MS. MIKHAILA:  Recognizing that we have the uncertainty of the FCC regulations right now and what will happen with it, it doesn't necessarily change the proposal.  It might change the amount of RNG that could be procured under the two thresholds that we have proposed, the residential bill impact component and the target percentage.  So, if the incremental cost increases because the FCC benefit is no longer in place then it may change the quantity that we could procure under those thresholds.

MR. LADANYI:  So, you are proposing to buy a certain quantity each year and then try to sell it to the large volume customers.  And if you are unsuccessful to sell it to the large volume customers you are going to essentially charge the residential system gas customers for it.  Have you considered actually putting the unsold volumes into storage and selling the following year?

MS. MIKHAILA:  It is not something that we have thought of, no, sorry.

MR. LADANYI:  So, as I understand it, you plan to inject RNG into your system at various locations and commingle it with natural gas so all customers would get the same concentration of RNG, but only some customers would pay for it; is that right?

MS. MIKHAILA:  Sorry, can you just refer what you mean by some customers will pay for it?

MR. LADANYI:  Well, some customers.  Let's say large volume customers will pay for it, and system gas customers will pay for it, and some other customers and you can tell me if there are any left after that will not pay anything.  But they will still get some of the RNG.

MS. MIKHAILA:  Can we just confer for a minute?  Thank you for that.  I think what you are trying to say is that the RNG molecules, once they are injected into our system, they look and behave no different than other conventional fossil fuel molecules, and so who gets what molecule is, I guess, just part of the system design and where it is injected and where gas is consumed, but the benefits associated with RNG would be streamed to the customers who are paying for that RNG.  So, who is actually consuming which molecule I think that can't be identified, but the benefits of the RNG will be -- will be attributed to those who are paying for it.

MR. LADANYI:  So, some of these molecules will end up in the transmission system on the Dawn-to-Parkway system and they will eventually end up in Québec and the U.S.  Is that a concern for you?

MS. MIKHAILA:  Just a moment, please.  Sorry, can you repeat your question again?

MR. LADANYI:  Well, since you told me the molecules are co-mingled and they are also must be co-mingled on the Dawn-to-Parkway system, because some of your system gas is going through the Dawn-to-Parkway system.  And it is commingled with the gas that is actually being transmitted to locations outside of the province, those locations being in northeast U.S. actually, and Quebec.

Would you agree with me with on that?

MS. MIKHAILA:  I think, as far as the molecule flows, that could be possible.

MR. LADANYI:  Are you concerned about that in any way, that it is going to be outside the province and outside your system?

MS. MIKHAILA:  I will just stress or comment on one thing is the injection of RNG and where we may buy it, those might be two things.  Because right now, we have RNG being injected into our system.  It is not something we are procuring.  We have local producers that are producing RNG; it is being injected into our system.

It is already commingled and delivered, possibly to our customers.  But the environmental attributes of those molecules are not attributing to our customers, and I think that would be the same case if we were to procure RNG, whether it be in the local distribution system or at Dawn, that once we buy the RNG, largely what we are buying is a molecule with the environmental attributes, and that environmental attributes would stay in Ontario, and it would not go to outside of the province.

MR. LADANYI:  So somewhere in your evidence, and I don't have reference, there is mention of FortisBC buying RNG in Ontario.  So who gets those attributes?  Does FortisBC get those attributes?

The molecules are produced in Ontario.  They are being sold by RNG producers in Ontario, and they are being, I guess -- they are not physically transported to BC.  I don't think that is possible, unless in bottles, but does Fortis -- who would get it?  Does the purchaser get the benefits, or does the user get the benefits?

MS. MIKHAILA:  The purchaser would get the benefits.  And so I think that is the example I was trying to relay earlier is, right now, there are local producers injecting RNG into our network.  The benefit of that RNG may be for FortisBC on behalf of its customers.  So the purchaser, FortisBC, would get those benefits, and they would transfer them to customers, through whatever mechanisms they have, retire the attributes.  But it would not be part of Ontario's emissions reductions.

MR. LADANYI:  Is one of your objectives to create or sustain an RNG production industry in Ontario?

MS. MIKHAILA:  We do see there are benefits of RNG production in Ontario, recognizing that RNG has been a component of all reports and studies of what may transpire with the energy transition.  And so the development of the RNG market in Ontario will help support that.

MR. LADANYI:  But FortisBC buying gas in Ontario would also support the Ontario RNG industry, would it not?  I mean, it doesn't matter who buys it; you told me that if you are supporting the industry, it can be in Alberta supporting the industry, and buying some RNG in Ontario.  Maybe it could be in Michigan.  I don't know.

Obviously, it is not a question of the molecules going back.  Now it is the question of industry being created in Ontario, and that can be met by any purchaser and located anywhere.  Is that right?

MS. MIKHAILA:  Yes.  There is a market developing in Ontario because of the purchase of RNG from other provinces.  Yes.

MR. LADANYI:  Can I ask you a couple questions about the $2 per month per customer target:  You mentioned several times, a customer survey.  How were the survey participants selected?

MS. MIKHAILA:  Sorry, I don't think we have anyone on this panel who can speak to that.  The customer engagement survey was a component of Phase I, and I can't speak to the details of how it was...

MR. LADANYI:  I will be asking an undertaking about that.

MS. MIKHAILA:  Okay.

MR. LADANYI:  So I would like you to describe the survey in the undertaking, how the survey participants were selected and were they asked specifically a question about the $2 per month target?

MR. STEVENS:  So to clarify, Mr. Ladanyi, you are asking about the customer survey information that Enbridge Gas relies upon and how the participants were chosen?

MR. LADANYI:  Yes.

MR. STEVENS:  What results Enbridge relies upon?

MR. LADANYI:  No, what questions were they asked, questions, were they asked specifically?  Were they asked a question about the $2 per month?

MR. STEVENS:  Okay.  I believe all that information is in the customer survey information from Phase I, but we can advise by way of undertaking.

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

MR. RICHLER:  Sorry, Mr. Ladanyi, just to note that undertaking as J2.7.  And for the benefit of the court reporter, this is Ian Richler speaking; I have switched places with Mr. Millar.
UNDERTAKING J2.7:  ENBRIDGE TO EXPLAIN HOW CUSTOMER ENGAGEMENT SURVEY PARTICIPANTS WERE SELECTED AND WHETHER THEY WERE SPECIFICALLY ASKED A QUESTION ABOUT THE $2 PER MONTH TARGET

MR. LADANYI:  Thank you, Mr. Richler.  These are all my questions.  Thank you, panel.

COMMISSIONER MORAN:  Thank you, Mr. Ladanyi.  Mr. Mondrow.


MR. MONDROW:  Thank you, sir.  I have no questions for this panel.  I would ask that my 20 minutes be credited towards the overage from previous questions; that doesn't help you much, but there you go.

COMMISSIONER MORAN:  I think you already used that offset.  All right.  Mr. Aiken?
Cross-Examination by Mr. Aiken


MR. AIKEN:  Thank you, Mr. Chair, and a good afternoon to everybody.  My name is Mr. Randy Aiken.  I am a consultant for the London Property Management Association.

To start off with, I would ask Angela to bring up the updated version of Exhibit 4, tab 2, schedule 7.  It is the only document I will be referring to.  And if you could go to page 3?

And in paragraph 8, partway through, you talk about one of the drivers of interest was from direct inquiries from large-volume customers.  And my question is did that include large-volume direct purchase customers, or only large-volume system gas customers?

MR. PROCIW:  So, in terms of direct inquiries, there is the focus on the system gas user.  So that was the primary.  But through customer events, customer meetings, there is an overall presentation on the proposed program, which would be -- it would be open to both DP and system gas users here.  Yes.

MR. AIKEN:  Are there any obstacles from Enbridge's point of view of offering this program to direct purchase customers so that they could purchase a portion of their gas from you that is RNG?

MR. PROCIW:  At this point, we haven't evaluated the offering to the DP market, but that is something that could be further investigated.

MR. AIKEN:  Moving on to paragraph 9, and that indicates that there is no cost included in 2024.  And earlier today, if you now go to paragraph 12, I believe that, with Mr. Gluck, you talked about the costs -- or the program being offered beginning in 2027, and any costs incurred in 2026 would simply flow through the cost of gas commodity for that year.

Am I correct that there are no costs in 2025?

MS. MIKHAILA:  That is correct.

MR. AIKEN:  And will there be any contractual obligations in 2025 made to ensure deliveries of RNG in 2026?

MS. FIFE:  Yes.  Upon approval of the program, we would start to contract for deliveries, in 2026, in 2025.

MR. AIKEN:  And would those be the first half of the year or spread over the year?  Or you don't know?

MS. FIFE:  We don't know at this time.  That would be part of the procurement process.

MR. AIKEN:  If you go to page 6, the top paragraph, the last sentence there says:
"Without the support, Ontario customers will be left out of this critical opportunity to lower their emissions."

So my question is:  Why is EGI leaving out small-volume customers?  They don't have the option, under your proposed program, to enter into this.  Why are you leaving those customers out?

MS. MIKHAILA:  The voluntary component of the program is not available to kind of the lower volume customers just because of the administration that would be required to accommodate that and the resources that we have.  But they are not necessarily left out because there is the component that any purchases not elected under the large-volume program, if there are any, would then be part of the gas supply portfolio, and that would go to all customers, including the lower volume customers, so that is how they have been incorporated in the program.

MR. AIKEN:  But, if I am a small-volume customer and I use 10,000 cubic metres of gas a year as a small commercial customer, I can't sign up and say, "Yes, I want 10 percent of my consumption to be RNG"; I have to take whatever is left in the portfolio.  Is that correct?

MS. MIKHAILA:  Yes.  We started the program and are proposing it this way because we have to start somewhere, and we put this forward, this proposal forward, as a starting point.  Large-volume customers will, hopefully, take more volume of the amount that we procure, and, the small-volume customers, just the administration of that with 3.9 million customers was just not something we could initially start the program with.

MR. AIKEN:  I have looked through the evidence, and I couldn't see any breakout of the number of customers or the volumes between small volume and large volume, where I think you are separating point is 15,000 cubic metres a year.  And you might have to do this by undertaking, but can you provide the volume and the number of customers that are small volume and large volume for system gas and that are small volume and large volume for direct purchase gas so that we have some idea of how many customers this could impact and what their volume is relative to the total distribution volumes?

MR. STEVENS:  Can I just go through that slowly with you, Mr. Aiken, to make sure that I have got what your request is?  Perhaps we could start with system gas customers.

MR. AIKEN:  Yes.  For system gas customers, break out the number of customers and the volumes into two categories, one being the small volume, the other one being the large volume.

MR. STEVENS:  And so the differentiation you are making is those who are eligible and those who are not eligible for the voluntary component?

MR. AIKEN:  That is correct.

MR. STEVENS:  Is that something we can do?

MS. MIKHAILA:  Yes, it is.

MR. STEVENS:  Okay.  We will provide that undertaking.  Perhaps we can do them as separate undertakings, just for ease.

MR. AIKEN:  And the second part of that was to do the same thing with the direct purchase customers, number of customers and volumes that would be classified as small volume and classified as large volume.

MR. STEVENS:  Is that information we have available, Ms. Mikhaila?

MS. MIKHAILA:  I believe it.

MR. STEVENS:  Then, yes, we can provide that.

MR. AIKEN:  Thank you.

MR. RICHLER:  Let's just make a note of those undertakings.  Mr. Stevens, perhaps could you, just for the benefit of the record, just clarify how you are dividing up these undertakings?  You said at first you wanted to deal with them separately, and then there was another ask.  We just want the record to be clear.

MR. STEVENS:  Certainly.  I think I have been told that we can happily accommodate this as one undertaking, so I would suggest that.  The undertaking will provide a breakout of the volume and customer numbers of small and large volume customers for (1) system gas customers and (2) direct purchase customers.

MR. RICHLER:  We will call that J2.8.
UNDERTAKING J2.8:  TO PROVIDE A BREAKOUT OF THE VOLUME AND CUSTOMER NUMBERS OF SMALL AND LARGE VOLUME CUSTOMERS FOR (1) SYSTEM GAS CUSTOMERS AND (2) DIRECT PURCHASE CUSTOMERS


MR. AIKEN:  Thank you.  If we move to page 8, paragraph 20, this talks about the $4-per-month impact for a typical residential customer by 2029.  My question here is:  What volume did you assume for the typical residential customer?

MS. MIKHAILA:  In the calculation of the $25.58 that we talked about earlier, I assumed an annual consumption of 2,400, which is a residential, what we define as an average residential customer in the EDD rate zone.  Because it is larger volume than the Union average residential customer, it was why I chose that volume.

MR. AIKEN:  So the impact for a Union residential customer at the maximum would actually be less than $4?

MS. MIKHAILA:  Using the way we define the typical residential customers, yes, it would be less than $4.

MR. AIKEN:  Okay.  Thank you.  Paragraph 21, you talk about, here, the two potential situations where you would stop procuring additional RNG.  And my question is:  Isn't there really a third situation, and that being changes in government policy?

MR. STEVENS:  Do you have an example, Mr. Aiken, of what change in government policy you have in mind?  I see puzzlement.

MR. AIKEN:  Well, things like the federal carbon charge disappearing.

MS. FIFE:  Can we confer briefly?

MS. CARRIVEAU:  We wouldn't consider the removal of the federal carbon charge changing our program.  Certainly, customers who are interested in procuring RNG would recognize that it is a premium over their natural gas.  So, in that respect, it would continue to be a premium even absent the carbon charge.

MR. AIKEN:  And it would be a higher premium, right, because they would no longer get the FCC credit?

MS. CARRIVEAU:  It would depend on the price that we actually procured at.

MR. AIKEN:  So are you saying that the price that you may acquire the RNG may depend on whether or not the FCC is in place?

MS. CARRIVEAU:  Sorry, I would like to confer.  If the federal carbon charge goes away, following that, our procurement of RNG, we would maintain that incremental not to exceed that $25-per-TJ incremental cost, and procurements that occurred after that would continue to not exceed the incremental charge.

MR. AIKEN:  And so, the financial benefit to customers of your RNG proposal is a reduction in the FCC charge that they would have to pay?  Are there other benefits to customers, including things like societal benefits that result from your RNG proposals?

MS. CARRIVEAU:  If you please give us a moment to confer.

MS. FIFE:  Can we bring up I.4.2-ED-49 part E?  Thank you.  So, in this response to the interrogatory, Enbridge Gas identified three types of benefits that would come from the RNG market.  One of those being environmental, which we discussed, economic benefits, as well as social benefits.  We have included social benefits including community engagement on project development compliance with regulations, public policy and also the Indigenous partnership that Ms. Mikhaila mentioned this morning.

MR. AIKEN:  And which of those would disappear if Enbridge was not involved in the development of RNG in Ontario, but it was left up to FortisBC and somebody in California?

MS. FIFE:  I don't think the benefits would disappear.  I think they would be enhanced if Enbridge Gas was in the market. We would be further supporting the development of the market in Ontario.

MR. AIKEN:  So, it would be incremental to what other parties may be doing?

MS. FIFE:  I would agree with that.

MR. AIKEN:  Okay.  Back on Exhibit 4, Tab 2, Schedule 7, if you could move to page 11, paragraph 27.  This paragraph talks about the fact that direct purchase customers already have an option to purchase RNG.  My question is:  If you have a large volume system gas customer are they able, under your proposal, to buy a portion of their gas from a third party if they want -- say they want 10 percent RNG, but rather than buying it from you, under your proposal, can they buy it from a marketer and combine that with the 90 percent system gas that they would continue to buy from you?

MR. PROCIW:  That option is not available right now.

MR. AIKEN:  And can I ask why?

MR. STEVENS:  Sorry, are you asking why as a matter of gas supply rules it is not allowed or why Enbridge chooses not to allow this?

MR. AIKEN:  My question is why can't a customer buy a portion of their gas from Enbridge, you know, system gas customer, and a portion as a direct purchase customer?

MS. MIKHAILA:  My only comment on that would be I think right now our systems are designed as binary.  You are one or the other.  And should it -- can we be explore it as an option?  I just can't speak to that right now, because I don't know the system limitations that might be caused by that type of arrangement.

MR. AIKEN:  Are you aware that you already have a customer, contract customer, that buys a part of its system requirements through system gas and part for direct purchase?

MR. PROCIW:  Can we confer for one moment, please?  I think you are referring to a rate that is available only in our northern rate zone.  Is that accurate?

MR. AIKEN:  No, I am referring to an M9 rate customer EPCOR.

MR. PROCIW:  Okay.  And I believe M9s aren't included in the scope of the program that we have drafted.

MS. MIKHAILA:  Sorry, Mr. Aiken, if there is a specific question it might be something we have to take away and explore a little bit more.

MR. AIKEN:  Yes, I guess the question is:  Are there, you know, obstacles, contractual or otherwise, that would prevent Enbridge from allowing large volume system gas customers to purchase a portion of their gas as RNG from a third party?

MS. MIKHAILA:  Thank you for that.  I think, as I am reaching far back into my memory, I believe the situation with the M9 customer is there is multiple contracts that we use to serve them and that is where I say the system limitations.  On one contract I think you can only be system or direct purchase, but I think to accommodate that arrangement I think there is multiple customers in our system on different contracts, so we facilitate them as more than one customer for that arrangement.

MR. AIKEN:  And my last question is:  Will Enbridge purchase RNG for company use fuel, both for the regulated or -- I shouldn't say both.  But for the regulated and/or the non-regulated assets that would need company fuel?

MS. MIKHAILA:  So, according to our proposal where we proposed to include the premium of RNG as part of our reference price, that reference price is also paid for by our own use fuel.  And so, I can't specifically speak to how costs are streamed to the unregulated business, but for the regulated business the costs would be included for our own use fuel as well.  The component that is not part of the large volume -- the large voluntary LCVP program.  So, any part that is part of the gas supply commodity portfolio would -- there would be a component attributed to our own use fuel as well.

MR. AIKEN:  But you are not able at this point to say that you would commit to a certain percentage like you are requesting in your other large volume system gas customers?  So, you wouldn't commit to 10 percent or 50 percent.  You will take your portion of whatever is left over?

MS. MIKHAILA:  I think, again, it is somewhat of a system limitation where the reference price is the price that is used to allocate the cost to our own -- our system -- our own use gas, and if it were something different than a reference price I am not sure of the system adjustments that would be needed to accommodate that.

MR. AIKEN:  If Enbridge were to use some of the RNG over and above the parts that you talked about, but they committed to 50 percent RNG for company use fuel, would that not reduce the federal carbon charge that is charged to Enbridge and then passed through to customers for the FCC?

MS. MIKHAILA:  You are correct, it would reduce the FCC on our own use fuel.

MR. AIKEN:  And those costs are passed through a variance account I believe to all customers; is that correct? 

MS. MIKHAILA:  Yes.  I believe they are included in the facility carbon charge.  And the variance to the facility carbon charge is in the deferral account.

MR. AIKEN:  Yes, I couldn't remember the name of it.  Okay.  Thank you.  Those are my questions.  Thanks.

COMMISSIONER MORAN:  Thank you, Mr. Aiken.

Next up, we have Mr. Quinn.
Cross-Examination by Mr. Quinn


MR. QUINN:  Yes.  Thank you, Mr. Chair, and good afternoon again to the witness panel.  Dwayne Quinn on behalf of FRPO.  I am hoping to keep this brief, but some of this dialogue earlier has enhanced some of my questions.

So first off, in speaking with Mr. Gluck earlier, you used the phrase, and I don't have the transcript in front of me, but Enbridge felt that it needed to work with producers and get into the market.  Did I get that right?

MS. FIFE:  I think that would be close.

MR. QUINN:  Okay.  Thank you.  So would you characterize your role in getting into the market as being a clearing house?

MS. FIFE:  Can we confer for a second, please?

MR. QUINN:  Sure.  And while you are conferring, to save us time, if you don't categorize your role as a clearing house, how would you categorize your role?  I am trying to make sure I am speaking appropriately, in context.

MS. FIFE:  Can you clarify what you mean by clearing house, please?

MR. QUINN:  That you would do all the purchasing.  You would sell to those who requested sales.  And as a result of maybe not clearing out your inventory, you would liquidate it basically through your system gas program to clear through the inventory.

MS. FIFE:  I would agree with that.

MR. QUINN:  Okay.  So now some of us who have been around for a long time will remember that TCPL actually had this type of role with the commodity, but was required to exit the market at the outset of deregulation, since they were seen as inhibiting the market.

Does Enbridge have concerns about how they could be perceived as cornering or inhibiting the market in taking on this role?

MS. FIFE:  I don't think Enbridge Gas considers themselves inhibiting the market.  We would be participating in the market, similar to FortisBC and Énergir, in Quebec.

MR. QUINN:  Well, participating in those cases there, and I don't know the programs as well as you do, but they are buying these credits and entering into contracts with counterparties that are not using Enbridge at this time.

Is that not correct?

MS. FIFE:  My understanding is both Énergir and Fortis do purchase RNG in Ontario.

MR. QUINN:  But they don't buy that from Enbridge.  They buy it directly from producers.  Correct?

MS. FIFE:  That would be my assumption.  I don't know if they are working with producers or marketers.

MR. QUINN:  Okay, producers or marketers, but not Enbridge?

MS. FIFE:  Correct.

MR. QUINN:  Okay.  So has Enbridge considered how it would exit the market if it were perceived as a middleman that was inhibiting the market?  You are entering into long-term contracts; if the Board determined that that role was actually inhibiting the market, has Enbridge considered how it would exit the market when it has signed in to long-term contracts?

MS. FIFE:  We have not considered how we could exit the market.

MR. QUINN:  Okay.  If you haven't considered it, would you undertake to provide us your opinion on that?  If you are going to enter, and you might be entering in five-, 10- or maybe even 20-year contracts, that is something I think the Board would want to know.

If you are prompting the market to accelerate, to improve, to enhance the market, what if that role does not, in the long term benefit the market, how would you leave?

MR. STEVENS:  So if I may, Mr. Quinn, can I reframe the question a little bit more broadly?

MR. QUINN:  Sure.

MR. STEVENS:  Is the question as simple as what would Enbridge do with the remaining terms of RNG contracts, if it was required to discontinue its participation with RNG?

MR. QUINN:  I will accept that as a friendly amendment, Mr. Stevens.  My question actually was a little bit broader than that, but that is the very specific concern of a long-term contract.  So I understand that there is, as Mr. Ladanyi said, some unknown -- known unknowns here.  Let's deal with that one, just because, in starting, you also want to consider how to stop.

So if you would undertake to produce that, we would appreciate it.

MR. STEVENS:  And again, that will be on a best-efforts basis.  I mean, I don't know a lot about this.  But if we have information that is helpful to offer, we will do that in response.

MR. QUINN:  Thank you.

MR. RICHLER:  J2.9.
UNDERTAKING J2.9:  ENBRIDGE TO PROVIDE A PROCESS BY WHICH IT WOULD LEAVE THE RNG MARKET IF REQUIRED TO DISCONTINUE ITS PARTICIPATION WITH CONTRACTED RNG PRODUCERS

MR. QUINN:  Thank you, Mr. Richler.  Just changing this a little bit, and this is -- you know, I had this question, and I appreciate my colleagues asking some of these questions upfront.  But in following up Mr. Pollock's line of questions, he was asking about the benefits to the company.

To cut to the chase, if customer retention were considered to be a benefit to EGI, in other words, customers stay on natural gas because they have opportunity to have RNG because of Enbridge's role, since the RNG actually never leaves the local market to which it is injected, would Enbridge be prepared to forgo the M13 charge for the notional delivery to Dawn?

MS. MIKHAILA:  Sorry, Mr. Quinn, are you referring to our procurement of the RNG?  Or other, like Fortis, buying RNG, from --


MR. QUINN:  I am speaking specifically -- sorry, Ms. Mikhaila, to be precise, I am speaking to your program, so your procurement.  And, in that event, as a facilitating utility which is getting an ancillary benefit, would you then consider forgoing the M13 charge for the notional delivery to Dawn?

MS. MIKHAILA:  If we were going to buy the RNG from a local producer connected to our system, I think we -- subject to negotiations with the producer, we would purchase the RNG at the production site, similar to what we do for local production on a gas purchase agreement.

If the producer wanted to transport that gas to Dawn, to market it to other people for sale, and we bought it at Dawn, they would still be charged the M13.

But if we had an agreement with them to buy their production at the local site, we would treat it similar to a gas purchase agreement.

MR. QUINN:  Well, I am actually --


MR. MIKHAILA:  Sorry -- the gas purchase agreement does not have the transportation charge to Dawn.

MR. QUINN:  Well, that has been recently eliminated, and we appreciate that.  And I understand and I respect your role in rate making with these, Ms. Mikhaila.  But is it not Enbridge's position in your evidence that was filed in Phase I and will be heard in Phase III that gas purchase agreements will cease to exist, and those entities would be moved to an M13 or an E80 rate?

MS. MIKHAILA:  The gas purchase agreement, we are now getting into Phase III service harmonization evidence.  But there is no transportation charge proposed for a gas purchase agreement under E80.

MR. QUINN:  Okay.  This is really quite important to participants in the market.  Are you saying that gas purchase agreements will continue to be available to customers under Enbridge's proposals in rebasing?  When you move these customers to E80, their rates will be based on upon the traditional gas purchase agreement?

MS. MIKHAILA:  No, that is not what I am saying.  I am saying, under the E80 rate design and service design, which, honestly, I have not looked at recently, but there is an injection service that would be the standard service for any producer, that would include the station charge and things like that.  So that would be for the injection, and then the producer would have the option of a gas purchase agreement where we would buy the gas at the production site, or they would have the option to transport the gas to Dawn under what you are referring to as M13, which is an old Union service.

MR. STEVENS:  We will be filing the Phase III evidence within the coming months, Mr. Quinn, so I think things will become more clear.  As Ms. Mikhaila says, her involvement with this is a little while ago, and so the -- I am not trying to call into question anything she said, but all the details will be found in the filing.

But I think, for the purposes of this proceeding, Ms. Mikhaila has indicated that, as I heard her say, the RNG purchase agreements could potentially be done at the injection site, which would not then need to include a transportation charge.

MR. QUINN:  Okay.  Mr. Stevens and Ms. Mikhaila, thank you for your answers.  I will expect more details to come, and we will be patient on that front.

The last area I want to speak to, and again I respond to Mr. Aiken's thinking on this:  Ms. Mikhaila talked about how costs and benefits may be streamed to system gas customers who are using -- sorry, I should say this specifically -- would be streamed to distribution customers through the company use fuel, which makes some sense.  But she did not comment.  I think, if I was listening properly, you said something along the lines of you weren't sure if the non-utility storage would have those costs streamed also for company use gas for non-utility storage.

If you don't have an answer, and I respect you may not, given your role now, can you undertake to provide whether those costs would also be streamed to the non-utility storage?

MR. STEVENS:  Is the question sufficiently clear, Ms. Mikhaila, Mr. Quinn's description, that we can take it away and answer it?

MS. MIKHAILA:  Yes, so I am just more familiar with the regulated costs of our business, and I know on the regulated side we use the reference price to charge for own-use gas to our own company, and I can confirm through undertaking.  I can't confirm right now how that process is for charging own-use gas to the unregulated.

MR. STEVENS:  And specifically, I assume, Mr. Quinn, you are interested in the impact of the lower-carbon volume program on that?

MR. QUINN:  Yes, specifically this program, Mr. Stevens.  Yes.

MR. STEVENS:  We can take that away and answer that by way of undertaking.

MR. RICHLER:  J2.10.
UNDERTAKING J2.10:  ENBRIDGE TO CONFIRM WHETHER NON-UTILITY STORAGE WOULD HAVE THOSE COSTS STREAMED ALSO FOR COMPANY USE GAS FOR NON-UTILITY STORAGE

MR. QUINN:  Thank you, Mr. Richler.  Thank you, panel, for your answers.  Mr. Chair, those are my questions.

COMMISSIONER MORAN:  Thank you, Mr. Quinn.  We have VECC and Schools left on the list.  VECC, I see you have 15 minutes, and, Mr. Rubenstein, you have 10 minutes.  Which one of you would like to volunteer to be the last ones to go today?

MR. GARNER:  Well, actually, Mr. Chair, in line with the Board's wishes, we have conceded our time to our like-minded friend, Mr. Gluck, and therefore we have no more questions.  And we are not seeking any credit on anything.

MR. MONDROW:  Show-off.

COMMISSIONER MORAN:  I think Mr. Mondrow would pay you for it.  Mr. Rubenstein?
Cross-Examination by Mr. Rubenstein


MR. RUBENSTEIN:  Good afternoon, panel.  I just have a couple questions for you, just so I understand.  The design of the program and specifically what I will call the gas supply portfolio component of the program was designed around maximum bill impacts related to residential customers.  Do I have that right?

MS. FIFE:  One of the thresholds is maximum bill impact to the average residential customer, yes.

MR. RUBENSTEIN:  But just so I am clear, it is not just residential customers who would bear the cost.  Correct?  All system-supplied customers would bear the cost.  Correct?

MS. FIFE:  For unelected supply, correct.

MR. RUBENSTEIN:  If we turn to page 94 of the compendium, well, for example, "residential customers," that is the small rate 1 class, $48 is the maximum.  Obviously, for different rate classes, those amounts are going to be significantly higher.  Correct?

MS. MIKHAILA:  Yes, that is correct.

MR. RUBENSTEIN:  Okay.  Thank you.  Second question:  I just want to talk briefly about approvals, and I understand from the slide the program for which you are seeking approval.  And there was a discussion earlier on about seeking permanent recovery for essentially contracts you entered.  Is it your view that the Board would not have an opportunity at any time to assess the prudence of any specific contract that is entered into if the overall costs of the program meet the requirements and the thresholds?

MS. MIKHAILA:  We would plan to file the results of the procurement that we have done, through the annual gas supply plan updates.  And, through that, then I think there is still an opportunity for a prudence review on the contracts that we had entered into.

MR. RUBENSTEIN:  It would only be through the gas supply planning process, not through the QRAM or other mechanisms that the OEB would in its adjudicative role assess the prudence of any given contract?

MS. MIKHAILA:  Well, with the QRAM being the mechanistic process that it is, it didn't feel like that was the appropriate spot to look at individual contracts for the supply.  But we just recognized the costs of our plan are provided each year through the annual gas supply plan update and felt that was a place it that it could be reviewed and is something that we file annually.

MR. RUBENSTEIN:  And you would agree with that the contracting of RNG is of a different type than the normal commodity contracting that you do.  Correct?

MS. MIKHAILA:  That is correct.

MR. RUBENSTEIN:  And it is a longer period of time; there is obviously the market is less liquid, and there are different risks and considerations that you need to take into account when you are making your contracting decisions.  Correct?

MS. MIKHAILA:  That is true.

MR. RUBENSTEIN:  And that may require heightened scrutiny from them than compared to the normal commodity procurement that you do.  Fair?

MS. MIKHAILA:  They may have more interest in it.

MR. RUBENSTEIN:  Does Enbridge plan in its -- backing up for a second.  As I understand one of the rationale for entering into contracts as compared to the normal natural gas procurement is that often developers want to enter into long-term contracts to develop and build the facilities in the first place; they often want that to be backstopped by having, essentially, customers to purchase their supply.  Do I have that correct?

MS. MIKHAILA:  That can be the case, yes.

MR. RUBENSTEIN:  And would Enbridge ever enter into a procurement contract for RNG with a facility that is either owned by Enbridge or an affiliate of Enbridge?

MS. MIKHAILA:  It could be.  It could be possible.  There are -- we don't, like Enbridge Gas, ourselves, we don't currently own and have no intentions of owning any facilities ourselves, but there are affiliates that do.

MR. RUBENSTEIN:  All right, and, in the procurement process, is there any that have you detailed -- I think there are some IRs that detail the procurement process -- that you have specifically turned your mind to how to ensure that there is not an undue advantage to those affiliates?

MS. MIKHAILA:  Yes, I think we would abide by the requirements of the affiliate relationships code and the stipulations there regarding term of contract or value of contracting and what is required in those situations.

MR. RUBENSTEIN:  And, Ms. Mikhaila, you are aware from your work in the gas supply role and previous roles that, obviously, in the context of non-utility storage, for example, a whole host of protections have been put in place with respect to affiliate transactions, over and above what I believe are required by ARC because of the specific risks there; correct?

MS. MIKHAILA:  Yes, in that case it is Enbridge Gas buying from Enbridge Gas and while there is the blind RFP process, but like I mentioned, Enbridge Gas has no intentions of kind of owning RNG facilities.  It would be a separate entity which Enbridge Gas itself doesn't -- the Affiliate Relationships Code, we are not an affiliate with ourselves.  And so, there are some additional things added for that reason.  But when -- if we were to go down this road for RNG I think the affiliate relationship code would be the appropriate rules which would govern our business transactions with an affiliate.

MR. RUBENSTEIN:  And my understanding from the evidence is that there is no explicit rubric, for example, of how you are going to select or you haven't developed one yet with respect to when you do an RFP how you are going to select the projects; do I is that right?

MS. MIKHAILA:  Yes, we haven't designed that yet.

MR. RUBENSTEIN:  And because there is no specific rubric for the Board to look at you would agree that the Board may need to put in place heightened protections to ensure that there is no undue preference towards affiliates?

MS. MIKHAILA:  I would leave that in their hands.

MR. RUBENSTEIN:  Okay.  I just want to ask you a question with respect to the existing voluntary program.  Does that end once the Board approves this program?

MS. FIFE:  Yes.

MR. RUBENSTEIN:  If the Board doesn't -- so, first of all, is that an explicit request?  Because, I mean, there is the tariff program is you have specifically asked that the Board, upon approving the low carbon program in this application, cease the inclusion of the tariff of the current voluntary program?

MS. FIFE:  Yes.

MR. RUBENSTEIN:  And if the Board rejects this program, does that program still run?

MS. FIFE:  Potentially.  We would evaluate that program and see it is still running now, and so we would evaluate that program and see if we could carry it forward.

MR. RUBENSTEIN:  And my last question is:  As I understand the -- at least as I read the evidence, part of the rationale of the company's view that this is -- that your customers are seeking this, at least with -- not on -- with the smaller customers, for example, is the customer engagement evidence, which talks about that they are willing to pay a premium for RNG supply; do I have that right?

MR. PROCIW:  If you are referring to the customer engagement results, yes.

MR. RUBENSTEIN:  Now, as I understand from your evidence the current voluntary program has low uptake; correct?

MS. FIFE:  Correct.

MR. RUBENSTEIN:  So, help me match those two things.  You have a program where customers get to essentially vote with their wallets and are not willing to -- actually, lower than at least your expectation with respect to the uptake versus the customer engagement evidence that says they are willing to pay for a program that is actually would cost them a lot more.  Can you reconcile those two things?

MS. FIFE:  Sure.  So, when we develop some lessons learned for the voluntary renewable natural gas program, so the VRNG program which was targeted at residential customers, we understood that there were a couple issues identified.  One was with our marketing budget, so we have identified in evidence that it was approximately $200 per participant.  One of the reasons we feel that the marketing didn't work is its residential customers do not interact with Enbridge Gas the way the large volume customers do.  So, this program is targeted at our large volume customers where we have existing marketing channels.  And another issue for the residential customers was with the enrollment form.  So, they had to take positive action and we were asking for things like account number that they may not have had on hand, so there was no interface between the enrollment form and their My Account for example, and not all customers may have had My Account.

MR. RUBENSTEIN:  So, I understand the large volume customers, and I understand that it is very different.  But I am talking actually about, as I understand, the comfort you have with the fact that system gas customer -- I mean, sorry, small volume or -- sorry, I should say all non-participating customers in the voluntary program will pay for the RNG that is in sort of the general system gas pool.  It is based on the customer engagement.  But -- and that is based on primarily, as I understand, on the residential result; right?  You have a program that was focused on residential customers and they seem to not be opting in.  And is it only because of the form, that the only rationale that we can say, well?

MS. FIFE:  I think it is partially the form.  It is partially the marketing.  We did notice a notable increase when we increased our marketing with customers signing up.

MR. RUBENSTEIN:  All right.  Thank you very much.  Those are my questions.

COMMISSIONER MORAN:  Thank you, Mr. Rubenstein.  Before we wrap up are there any procedural matters we need to address?

MR. STEVENS:  Not this evening, thank you.

COMMISSIONER MORAN:  Okay.  All right.  We are adjourned until 9:30 tomorrow. 
--- Whereupon the hearing adjourned at 5:04 p.m.
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