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     --- Upon commencing at 8:32 a.m.

     MS. SEBALJ:  Good morning, everyone, and welcome to day two of our two-day Technical Conference.  I say that only to stress that we don't particularly want a day 3.

     What I propose to do this morning is, rather than doing any registration of appearances at this point, is just to go straight into the continuation of questions of Union by TCPL.  And when we finish this portion, then we'll formally start the Enbridge portion of the Technical Conference.

     I'll warn you that the Board support team, and that is us, just to be clear, I think there were some issues yesterday or just some nomenclature issues if you will.  WE are the Board support team.  The team that asked questions during the first part of the day was the Board hearing team.  We have just two questions for the purposes of completing the record.  And I will clarify our roles, once again, at the beginning of the Enbridge proceeding.

     So, unless there is anything from Mr. Leslie, I'll turn it over to Mr. Keys.

     MR. LESLIE:  No, that's fine.

UNION GAS – PANEL 1: (Resumed)

Chris Shorts 

Libby Passmore

Mark Kitchen

Mark Isherwood 


Carol Cameron     


Cross-examination by Mr. Keys:  
     MR. KEYS:  Good morning, panel.  My name is Patrick

Keys, as you probably know, and I'm representing TransCanada PipeLines Limited.  And it probably won't surprise you that most of our questions will focus on exfranchise services.

     To begin, I wanted to follow up with Mr. Isherwood on a discussion that you had yesterday with Mr. Thompson about Union's service to the Lennox facility.  And I understood you to say that Union had good experience and a good record in serving peaking needs for this facility.  And I just wanted to understand a bit more about how Union serves that facility.  


I understand that the Lennox facility is in TransCanada's Union EDA; is that right?

     MR. SHORTS:  I'll actually speak to that.  Yes, it's in the EDA.

     MR. KEYS:  And that location is hundreds of kilometres downstream of Parkway; isn't it?

     MR. SHORTS:  Yes.

     MR. KEYS:  And do you know how far that is?

     MR. SHORTS:  No, not offhand.

     MR. KEYS:  And I understand Union's facilities are connected directly to the Lennox facility; is that right?

     MR. SHORTS:  Yes, there's a line that runs from the TransCanada PipeLine north of 401 down to Bath where the Lennox plant is.

     MR. KEYS:  So that the Union facilities are, in turn, connect stood TransCanada's main line system and served by the main line system; is that right?

     MR. SHORTS:  It's a 17 -- I believe it's a 17 kilometre, 24-inch pipeline down on the Lennox facility, attached to the TransCanada system.

     MR. KEYS:  And then to the extent that the Lennox facility requires short-notice peaking service, the physical gas that's immediately supplied to that load is pulled from the TransCanada main line; is that right?

     MR. SHORTS:  That would be correct.

     MR. KEYS:  And any physical makeup gas that would be required to replace that physical gas on the TransCanada main line would arrive from Union at some later time; is that right?

     MR. SHORTS:  It depends on the service that Lennox would be utilizing.  If they were a transportation customer, it would be their responsibility to, in essence, deliver the gas to Union at that TransCanada interconnect.  So where Lennox purchases that gas from, or OPG, I should say, it would be up to them.

     MR. KEYS:  But the physical gas comes immediately to meet the peaking needs from the TransCanada main line; right?

     MR. SHORTS:  I guess, technically, it would come first from any line pack that would be on that Union 17 kilometres of Union pipe, and then any subsequent gas would come off the TransCanada main line.

     MR. KEYS:  Panel, if you could turn to tab 2, please, page 14 of your evidence.  In particular, I'm looking at lines 14-17.  

     And Union states in this passage that: 



“An unexpected demand at Parkway would be 



satisfied through a reduction in line pack, 



provided there was sufficient line pack available 



at the time.”  


And then it also states that:



"Sudden demand shifts on peak days can compromise 



the integrity and reliability of the natural gas 



delivery system."


And if the system was compromised, Union would be forced to curtail firm service loads to effect a system recovery, which could have significant consequences, Union says, on its customers and interconnecting pipelines.

     Could you describe to me what would happen, in terms of the sequence of events, if there was an unexpected demand at Parkway and there was insufficient line pack available to meet that demand?

     MR. ISHERWOOD:  I think we talked a little bit about this yesterday, but it really depends on the situation; the time of year, the time of the load, the time -- or the size of the load coming on.  I think what this evidence is trying to get to, really, is the need to have advanced notice.  It's really talking to, provided that we have enough advance notice, and we're talking about two hours, then that situation would be avoided.


MR. KEYS:  And I understand that, Mr. Isherwood.  What I'm asking you to describe for me is what would happen if that situation was not avoided.  So there's an unexpected demand at Parkway, and there isn't enough line pack in Union's system between Dawn and Parkway to satisfy it.  Can you describe to me the physical events that would happen?

     MR. ISHERWOOD:  I'm actually not aware of that situation happening in the past.  It may happen, I'm not aware of it.  So to describe the event would be difficult. 

It really does demand on the situation that’s happening.

     MR. KEYS:  You can't give me any general indication of what would happen in that scenario?

     MR. ISHERWOOD:  I can't.

     MR. KEYS:  Is it possible in that scenario that Union would utilize TransCanada's line pack?

     MR. ISHERWOOD:  I think with that sudden load coming on, and I think what we've talked about consistently is there really is today excellent communication between the Enbridge control room, the TCPL control room and the Union Gas control room.  And those folks operate the system in Ontario through a lot of communication throughout the day.  So, absolutely.  If there's a problem in our system, we would look for help in TCPL and Enbridge, and likewise if TCPL has troubles, we would like to help them as well.

     MR. KEYS:  So, just to be clear, the answer to my question is yes, under those circumstances, Union would utilize TransCanada's line pack?

     MR. ISHERWOOD:  If Union was having trouble at Parkway we would certainly be in communication with TCPL and Enbridge both.

     MR. KEYS:  Does Union have a written curtailment policy, Mr. Isherwood?

     MR. ISHERWOOD:  In terms of infranchise load?

     MR. KEYS:  In terms of exfranchise load.

     MR. ISHERWOOD:  I'm not sure.  I'd have to give an undertaking to see.

     MR. KEYS:  If you would do that, please, and if you find that it does have a written policy, would you provide that as part of the undertaking?

     MS. SEBALJ:  I think we're on Undertaking No. 20. 

It's, I guess, a commitment to look to see whether there's a written policy for curtailment in the exfranchise area.

     MR. KEYS:  Okay.


UNION UNDERTAKING NO.20:  TO DETERMINE WHETHER THERE 
IS A WRITTEN POLICY FOR CURTAILMENT IN THE EXFRANCHISE 
AREA, AND IF THERE IS, TO PROVIDE IT.  SHOULD THERE BE 
NO FORMAL WRITTEN POLICY, TO PROVIDE THE INFORMAL 
PROCEDURES THAT UNION FOLLOWS FOR CURTAILMENT IN THE 
EXFRANCHISE AREA.

     MR. KEYS:  Mr. Isherwood, to the extent that there is no written policy but Union has informal procedures that it follows, could you provide those as part of the undertaking, please?

     MR. ISHERWOOD:  Certainly.

     MS. SEBALJ:  So you can just add that to Undertaking No. 20.  Thanks.  

     MR. KEYS:  Do infranchise services have a higher priority than exfranchise services in the event that Union is required to curtail firm system loads?

     MR. ISHERWOOD:  I'd have to check that as well, to be clear.

     MR. KEYS:  That's an undertaking you'll provide to find that information, then, sir?

     MS. SEBALJ:  Was that a yes, that it will be provided?

     MR. ISHERWOOD:  Yes.

     MS. SEBALJ:  Undertaking No. 21.  Can you describe it, Mr. Keys?  I was still on undertaking No. 20.

     MR. KEYS:  I believe Mr. Isherwood will let us know whether infranchise services have higher priority than exfranchise services in the event of a curtailment.


UNION UNDERTAKING NO.21:  TO DETERMINE WHETHER 
INFRANCHISE SERVICES HAVE HIGHER PRIORITY THAN 
EXFRANCHISE SERVICES IN THE EVENT OF A CURTAILMENT

     MS. SEBALJ:  Thank you.  

     MR. KEYS:  Still on tab 2, page 14, up at the top of

the page, on lines 3 to 4, Union states that it requires one hour to initiate increased compression and to see increased pressures at Parkway.  And it also states later on that it's not possible for the system to be scheduled and to physically respond in less than two hours from the time that a nomination is received.

     What does Union mean by its use of the term “initiate" in this context?

     MR. ISHERWOOD:  Initiate actually would imply getting

the compressor up and running.

     MR. KEYS:  Could you explain to me white takes a full

hour, then, to initiate the increased compression?  What

happens in that time?

     MR. ISHERWOOD:  The Dawn-to-Parkway system is fairly

complex in that you have four compressor plants between Dawn and Parkway.  The two that we're talking about here, Lobo and Bright, are midway, and each plant has three compressors at each plant.  And to the extent that you already have compression running, you have to bring the compressor up, you may actually have to back off on some existing compressors to get the pressure in the yard correct to allow the new compressor coming up.  I think in a perfect situation where you push the button and the compressor comes up and running, you can probably do it in a little bit less than an hour, but the hour is, from our point of view, if you had any trouble at all and had to restart it two or three times, or even a couple of times, we'd want to, in terms of guaranteeing a firm service, have the hour.

     MR. KEYS:  Does Union consider the hour to be a maximum time frame?

     MR. ISHERWOOD:  No, it could in the very worst case, be worse than that, if you had in a complete unit failure, then it would go into a force majeure situation.  The hour would be a normal operating condition with the capability to restart a few times.

     MR. KEYS:  Would the response time be less if the

compressor was already running?

     MR. ISHERWOOD:  In this case, you have to assume it's

not running.  We're not trying to do the very best we can 

do.  We're trying to put time here that we would be able to

commit to in all operating modes, whether the compressor’s

on or off.

     MR. KEYS:  Can you tell me how often Union operates the Dawn-Trafalgar system with the compressors at Lobo and Bright off?

     MR. ISHERWOOD:  Typically, most of the summer.

     MR. KEYS:  How about the rest of the year?

     MR. ISHERWOOD:  It would depend on the flow-put --

through-put, sorry, going through the system, in terms of

peak winter day or what the demands are on the system.

     MR. KEYS:  If they're typically off in the summer,

would it be correct to assume they're typically on and

running in the winter.

     MR. ISHERWOOD:  Not all six units, there would be

different levels of operation, depending on throughput.

     MR. KEYS:  Could I take you, please, to tab 4, page 1 12, particularly lines 17 through 19, where Union states that it is open to adding additional windows -- these are nominating windows -- subject to consensus among industry participants on which additional windows will add value.

And you talked to several people yesterday about this issue.

     I understood you to tell Mr. Brown yesterday that

there were no incremental costs that would be incurred to

add additional windows; is that correct?

     MR. ISHERWOOD:  I believe I followed up on that

statement by saying you're really looking at trying to do

this as efficiently and effectively as possible.  To the

extent that the 10 windows we’ve selected right here to reflect what we believe the industry needs.  It doesn't make a lot of sense to have windows that no one

would ever use sitting there; you’re having resources sitting there doing nothing at the same time.

     MR. KEYS:  I'm not certain that I heard an answer to

the question, Mr. Isherwood.

      Is it correct that there are no incremental costs

incurred by Union to add additional windows.  That's what I

understood from the discussion yesterday.

     MR. ISHERWOOD:  I think from the point of view of once you develop the IT, the infrastructure around the IT part of it, and once you staff up for it, then I think from that point of view, that adding an extra window would not add 

incremental cost.  But from our perspective, those 

resources, you want to make sure they're being used as

effectively and efficiently as possible, and to the extent

that you're adding windows and -- never to be used, it's not an effective use of their time either.

     MR. KEYS:  I understood that the addition of additional windows is certainly operationally feasible; is that right?

     MR. ISHERWOOD:  That's correct.

     MR. KEYS:  Does Union believe there are any operational limits on the number of additional windows that could be added?

     MR. ISHERWOOD:  Sorry, if you go back a question, your

question prior was?

     MR. KEY:  I'm afraid my memory's not that good, Mr.

Isherwood.  


[LAST TWO QUESTIONS READ BACK BY REPORTER]

     MR. ISHERWOOD:  What we talked about yesterday, from an operational point of view, was to the extent you were to add windows, our evidence is suggesting that if there was

industry consensus, we'd be happy to add a window.

     The question we were asked yesterday was, could you

add 24 windows, as an example.  And the answer we gave

yesterday, which is still the right answer today IS you don't want to have a situation where you have windows overlapping each other.  And in our case we've narrowed down the time difference between nominations due and nomination effective, to two hours.  So the very most you would want to add during the day would be one or two more on top of the ten.

     MR. KEYS:  Mr. Isherwood, what would be the

disadvantage of adding additional windows?

     MR. ISHERWOOD:  As I explained yesterday, to the extent you have two windows that overlap, you may be getting conflicting -- not conflicting but you may be getting different instructions on the two hours on each of the two nominations.  So as an example, if the nomination was due at 12 o'clock, and you get instruction that the plant is coming on and they need a load increase at Parkway, and then at 1 o'clock you get a notice saying that the load is no longer coming on and you no longer needs the gas, we have the compressor coming on and then coming off in the same two-hour period.

     MR. KEYS:  And what's the disadvantage of that, Mr.

Isherwood?  Isn't that second instruction simply --

     MR. ISHERWOOD:  Very inefficient.  Very inefficient.

     MR. KEYS:  Isn't that second instruction simply a 

trailing instruction to the first?  It comes one hour later, in your example.

     MR. ISHERWOOD:  One hour later, but the compressor is

going up and down.

     MR. KEYS:  The compressor simply operates for an hour

and then it's turned off; is that correct?

     MR. ISHERWOOD:  And that's an ineffective way of using

the compressor.  You don't want to cycle units that quickly.

     MR. KEYS:  Would Union be prepared to add additional

nomination windows to beyond its existing proposed ten only for specific customer requests?

     MR. ISHERWOOD:  No, what we've suggested is

that we would do an extra nomination window if we had

consensus from the industry.

     MR. KEYS:  Could I take you, please, to tab 4, page 14, line 10, where Union states it proposes to initially offer the F24-T to those M12 transportation shippers in the 2007 open season.  And if there is remaining capacity available after offering it to those 2007 open-season expansion shippers, then Union would hold an open season to determine if any other existing shippers were interested in the new service.
     Why would the 2007 open-season shippers have priority access to the proposed F24-T service over any other shipper?
     MR. ISHERWOOD:  Really, there are two reasons in my mind.  The first is this capability is really created through the building that's happening in our system, and primarily the build in '07.  So it's really through this expansion that the capability is even created.  That's really the first point in my mind.
     The second point is the service is really designed for power customers, and the very first power customers that we're seeing in our system show up in the ‘07 open season.  My sense, Mr. Keys, is that when we do the open season to that group of shippers, I would suspect only a small part of that 500 would be actually committed to it, and there would be an opportunity for other shippers to participate in the second phase.
     MR. KEYS:  Mr. Isherwood, the expansion costs for that open season are rolled in; aren't they?
     MR. ISHERWOOD:  Yes, they are.
     MR. KEYS:  They're not tolled incrementally to those expansion shippers; are they?
     MR. ISHERWOOD:  No, they're not.
     MR. KEYS:  Did Union advise the potential 2007 open-season bidders of that potential priority right?
     MR. ISHERWOOD:  I think the first time that became public in terms of a policy direction would be through this evidence.  We would have talked to it to customers during our various customer meetings.  


I should add this service did not exist at the time of the two open seasons.  So they would not have known of it when there were going to the open season.  It's really developed after the open seasons.
     MR. KEYS:  But I had understood you to say a moment ago, Mr. Isherwood, that Union did speak with some of the potential open-season shippers and indicated to them that would be a right that could attach to --
     MR. ISHERWOOD:  Sorry, if that's how it came across, I should correct myself.  We have talked about the service to the power customers through our November and our January communications that we had with the power group, and at the one-on-one meetings we have had with power customers as well.  It was not targeted to the ‘07 open season shippers at all.
     MR. KEYS:  If you could flip forward a few pages, please, to page 17.  Particularly, line 16 and forward, where Union indicates it would only develop the new F24-T service if it had commitments from shippers for at least 250,000 gJs per day.  


And then Union states later that it's possible that a number of years may need to elapse to reach the threshold demand service of 250,000 gJs per day.  


How did Union determine that 250,000 gJs per day was the threshold amount for commencement of an F24-T service?
     MR. KITCHEN:  I think Mr. Isherwood answered this as well yesterday.
     In determining the 250,000 gJ initial -- or the requirement minimum, what we looked at is what a reasonable rate would be that shippers may be willing to pay.  And what we found is that the 250,000, given the cost level, resulted in a rate that would work.
     MR. KEYS:  Well, if the threshold amount was set lower, let's say at 200,000, that would simply increase the rate for the F24-T service, wouldn't it?
     MR. KITCHEN:  Yes, if the denominator goes down, the rate goes up.
     MR. KEYS:  And if customers were prepared to take up the service at the higher rate, it would still be economically feasible for Union to provide this service.
     MR. KITCHEN:  It was our view that customers would not be willing to pay the higher rate.
     MR. KEYS:  Did that view come out of discussions that you held with customers?
     MR. ISHERWOOD:  I think we always try to keep those rates, sort of, below a couple cents.  That is the target we had.  And we look at the 250 as well from the point of view of, again, the Toronto power market.  And recognizing that between ‘07 and ‘08 that is, sort of, the order of magnitude of the load coming on, if you look at the need of the market.
     MR. KEYS:  Union indicated it may take years to reach this threshold amount.  Has Union forecast a demand profile for this service, going forward?
     MR. ISHERWOOD:  We have not forecast any revenues for this service at this point in time.  
     MR. KEYS:  And Mr. Isherwood, I appreciate you may not have forecast the revenues.  Have you forecast the demand profile for the service?
     MR. ISHERWOOD:  We have not forecast the demand either.
     MR. KEYS:  I understood from Union's evidence that both the park and the loan components of the proposed DPBS service would be firm; is that right?
     MR. ISHERWOOD:  That's correct.
     MR. KEYS:  And are the park and loan components considered reserved firm or only firm on the first NAESB nomination window?
     MR. ISHERWOOD:  They would be firm throughout the 10 windows.
     MR. KEYS:  And would the firm nature of the proposed DPBS service be independent of whether or not a customer contracts for any other service?
     MR. ISHERWOOD:  I should correct myself.  I had said earlier that the DPBS was firm on the 10 windows, it’s actually firm every 15 minutes.  The customer can call on it every 15 minutes, in terms of gas coming out of it.  Gas going into it would be based on the 10 windows.  


Sorry, I forgot your next question.
     MR. KEYS:  I can repeat that.
     Is the reserved firm nature then of the proposed DPBS service independent of whether a customer contracts for any other service?


MR. ISHERWOOD:  The reference for that in the evidence would be at page 30 of 44.  It would be line 17, and I'll just read it:
          "This service would be contracted
          independently from M12, F24-T, and UPBS
          services." 


The only restriction would be on page 31:
          "The maximum hourly flow into or out of the
           DPBS will be equal to the maximum hourly flow
           under the M12 transportation." 


So, obviously, for this to work you need at least M12.  But in terms of the other incremental power services, there's nothing else required.
     MR. KEYS:  So the proposed DPBS service isn't truly independent of taking up any other service, it's got to be linked with an M12 contract; is that right?
     MR. ISHERWOOD:  That's correct.  And I should also clarify, I guess, if it is linked to M12, then it would only be firm on the first window, in terms of gas going in.  And you would have gas coming out on the 15 minute nominations.  


So the nature of having it firm on the 10 windows would be linked to you also having F24-T.  I sort of assumed you would also have that.  I guess you may not always need to have that.
     MR. KEYS:  Just so is there's clarity, then, Mr. Isherwood, if you want the reserved firm nature of the DPBS service, you must link it to both M12 and F24-T; is that right?
     MR. ISHERWOOD:  To have the 10 nomination windows and the firm all day, that would be correct.
     MR. KEYS:  And if you do not link that DPBS service to the other two services, you get firm capacity reserved only on the first NAESB window; is that right?
     MR. ISHERWOOD:  In terms of volumes going into it, that would be correct.
     The other side of that is you could still take out on a firm basis every 15 minutes.
     MR. KEYS:  Would the rate then for the DPBS service be the same whether it was taken with M12 only or with M12 and F24-T services? 

     MR. ISHERWOOD:  Yes, it would.

     MR. KEYS:  Could you turn to page 30 of tab 4, please. 

Lines 9 to 10.

      In that passage, Union states that its proposed DPBS

service is a “competitive service” that will compete with

many other options from TCPL, Enbridge, and the marketers

and producers.

Could you describe for me the nature and characteristic of this expected competition?

     MR. ISHERWOOD:  It's my understanding that TCPL is

about to file a new balancing service.  I have not seen the

final product, but that would be one of the components.

     Enbridge also has storage services to their infranchise customers as well that would be competitive to this.  I've not seen the details on all that either at this point in time.

     MR. KEYS:  So those are the two characteristics of

competition that you were contemplating in this statement?

     MR. ISHERWOOD:  I guess from my perspective, from a

power -- I guess more from a power customer's perspective,

they need to have balancing services in the market area

close to their plant, and it's my view that the closer to

the plant you can get, probably the more flexible it is for

a power customer.  So parties in the market are able to be

Enbridge, TCPL, and Union, and it's my sense that all three

would be offering services to those customers.

     MR. KEYS:  Switching gears for a moment, Union

describes in its evidence T1 service as a no-notice delivery service, where a customer does not need to nominate gas and can consume up to its firm daily transportation demand at any time during the gas day.

     And I also understood Union to say in its evidence that it's not possible for the system to be scheduled and to physically respond in less than two hours from the time the nomination is received.

      First off, I'm wondering, can you explain to me why it takes at least two hours to schedule a nomination for the system, and for the system to physically respond?

     MS. PASSMORE:  We'll take that in two components.  The

first component being the actual nomination, and the concept of scheduling the nomination, and the second part of that is the system actually physically responding, which I do believe Mr. Isherwood has already spoken to.

      And what we have done is that we have taken right now, under the NAESB standards, the lead time between nomination being made and the effective flow time goes from 21 hours down to the shortest time of four hours.  What Union is now permitting to do is to take the same six steps that we spoke about yesterday that we go through at each point in time, when we're confirming a nomination, and for the customers involved with these services, to do that within one hour.  So that is your first hour.

      Then the second hour, is what is the timing it takes

to effect, essentially, the compressors coming up?  So

there's your two hours.

     MR. ISHERWOOD:  If I could just add to that in terms of the scheduling part.  What we're talking about scheduling here is not just a single point for a single customer.  We by design made these services available to all -- in terms of participating in these services at Dawn, we made it available to all parties.  So we're hoping that marketers and other pipelines and other storage providers will all participate at Dawn to help serve the power market.  And so to do that, we need to also schedule Parkway, and need to also schedule Dawn.  Dawn is very complex.  You got multiple pipelines, multiple storage providers, and multiple parties trading, buying/selling gas.  

 
The North American standard, which TCPL lives to as well, is four windows, and that's common right across North America.  Those windows, at the shortest, are 4 hours.  So to get that down to two hours and to still be able to schedule services at Dawn is, in my view, a huge improvement.

     MR. KEYS:  Is there any difference in the physical

response of Union's system to an infranchise customer in the Parkway area that would take deliveries with no notice under the T1, proposed T1 service, and an exfranchise customer taking deliveries with no notice in the same area of Parkway.

     MR. ISHERWOOD:  In terms of a T1 customer at Parkway on our system, what makes them different than a customer two pipelines away, if I go back to that reference from

yesterday, a customer in our system is quite a bit 

different.  As part of our service to them would be a

commitment for them to deliver at Parkway part of their

volume.  The obligated DCQ question comes into play there.  
So we will have, for sure, some supply coming in at

Parkway.  We will also have real-time measurement at the

plant, which we don't have two pipelines away.  And

we may also have some control equipment at the station to

enforce compliance if there is no gas supply showing up.

So there are lots of things that are different to an

infranchise customer that allows us do the no-notice service.  

The other point I should mention is that, at least today, traditionally, T-1 customers have a T-1 storage account with Union as well.  So even to the extent that they need additional gas coming into the plant above and beyond what's being delivered to Parkway, that gas comes out of storage, and we know it can go out of storage.  

So it's a lot different situation for a customer being at Parkway compared to one or two pipelines away.     

MR. KEYS:  Could you turn to tab 4, page 27, please.  I'm looking particularly at the passage lines 9 to 20,

and you discussed this with a couple of earlier parties.

     And in line 16, particularly Union states:

"In this case, TCPL is only looking for confirmation that the gas is available from

          Union to Parkway.  There will not be a full

          scheduling or confirmation of activity on the

          TCPL or Union systems to access new supply or

          confirm the actual source of gas every 15

          minutes."

      Will Union confirm the quantity of changes at

interconnects with downstream service providers such as

TransCanada?

     MR. ISHERWOOD:  On the downstream pipeline balancing

service?

     MR. KEYS:  Yes.

     MR. ISHERWOOD:  Our intent, obviously, is to align

with TCPL and Enbridge in provision of this service.  If we

can't align, then obviously we wouldn't be able to provide

it.

     MR. KEYS:  Does that alignment mean that it will be

confirming actual quantity changes at those interconnects?

     MR. ISHERWOOD:  Our intent on this is to be fairly

automated so to the extent the customer gave us instructions that needed gas out of our downstream pipeline balancing account every 15 minutes it would be electronically, and we would electronically respond back to both Enbridge, TCPL, and the customer, if the gas was -- could be scheduled to now or not flow.  I would say some of those details, obviously, need still to be worked out between Enbridge, TCPL, and Union, in terms of how that would actually operate.

     MR. KEYS:  Aside, then, from the communication and

confirmation that the gas is there, would Union respond with actual flow changes for supplies that it confirms at Parkway on any of the 15-minute windows?

     MR. ISHERWOOD:  If a customer had gas sitting in that

park and loan account, then we would have the capability to

establish that Parkway to effect that increased flow.

     MR. KEYS:  So that would be a physical change in flow?

     MR. ISHERWOOD:  That would be the intent.

     MR. KEYS:  Union states in its evidence that the UPBS

and the DPBS services would be available at Parkway.  And

would those same services and F24-T service also be

available at Kirkwall?

     MR. ISHERWOOD:  Yes.

     MR. KEYS:  Would those three services be available at

Kirkwall, on the same basis and the same rates, as they would be available at Parkway?
     MR. ISHERWOOD:  I don't see any reason why they would be any different.
     MR. KEYS:  I can take that as a yes; can I?
     MR. ISHERWOOD:  Yes.
     MR. KEYS:  Will Union allow title transfers for F24-T, DPBS and UPBS customers?
     MS. CAMERON:  Union will permit title transfers at either Dawn or Parkway, but it's not limited to the type of service you have.  Ultimately, a shipper who has transportation away using F24-T will be the only person who is allowed to end up with the gas.
     An example would be, someone who withdraws the gas using F24-T could title-transfer it to an F24-T customer.
     MR. KEYS:  Could an M12 customer do a title transfer to an F24-T service?
     MS. CAMERON:  Only shippers who have F24-S or F24-T.
     MR. KEYS:  I'm sorry, I don't understand, Ms. Cameron.  So an M12 shipper could not effect the title transfer to an F24-T?
     MS. CAMERON:  They would be limited to the NAESB windows.
     MR. KEYS:  Okay.  
     Would any of Union's Dawn-to-Parkway transmission facilities be used to provide the proposed UPBS, DPBS, or F24-S services?
     MR. ISHERWOOD:  Those services are being provided primarily from Dawn's storage, and primarily deliverability and space, obviously.
     MR. KEYS:  Do I take it that as a no, then, to my question?  No Dawn-to-Parkway transmission facilities are used to provide those services?
     MR. ISHERWOOD:  Obviously, we need to use the transmission facilities to get the gas to Parkway to have it parked at Parkway, but in terms of how that service is provided, it's really done through Dawn's storage.  

     MR. KEYS:  Well, under DPBS service, if you hold higher line pack at Parkway, how is that related to Dawn's storage?  Doesn't that use the transmission facilities in a corridor?
     MR. ISHERWOOD:  We're actually using Dawn deliverability and space in advance of the need for the customer to use the parked gas.  We actually take it from Dawn storage and create the incremental line pack at Parkway.
     MR. KEYS:  And you create that incremental line pack in the transmission facilities; is that right?
     MR. ISHERWOOD:  It's sitting in the transmission facilities, but it's created through deliverability, storage deliverability.
     MR. KEYS:  Well, does Union, then, have to allocate any of the transmission commission capacity on the Dawn-Trafalgar line between those three services? 
     MR. ISHERWOOD:  We're actually using the customer's transportation capacity to get the gas into -- you can only fill that account when he’s not otherwise taking gas off at Parkway.  So to the extent the plant went down and you wanted to pack and park gas at Parkway, he'd just continue to flow in gas for three or four more hours to actually park it.  So nothing incremental being used in transmission, it's just the customer's own transmission capacity being used to get the gas there.
     MR. KEYS:  Would any of those three services have priority over any other service if capacity, overall, on that segment was oversubscribed?
     MR. ISHERWOOD:  Those services are all firm and would be sold as firm.
     MR. KEYS:  I understand that Union is proposing to charge market-based rates for the proposed UPBS and DPBS services under the C1 rate schedule; right?

     MR. ISHERWOOD:  That's correct.
     MR. KEYS:  Is it possible that Union would agree to a market-based rate which is below Union's cost to provide those services?
     MR. ISHERWOOD:  We can't think of a situation where you would.  You obviously, as sitting in the market, you want to be able to recover your development cost and the cost of providing the service.
     MR. KEYS:  Is it fair to say it's not likely to occur?
     MR. ISHERWOOD:  That's fair.
     MR. KEYS:  I understood from Union's evidence that it's not able to provide a revenue forecast for the proposed F24-T service with any accuracy, and that it's also unable to provide a revenue forecast for the proposed DPBS service.  Is that right?
     MR. ISHERWOOD:  That's correct.
     MR. KEYS:  What happens to the revenue that's earned for these proposed services if Union is successful in actually marketing them?
     MR. KITCHEN:  For the market-based services under the current mechanism they would be deferred and shared with customers.  Under the -- for the F24-T service, that would recover the costs associated with providing the service.  It's a cost-based rate.
     MR. KEYS:  Maybe you can help us understand how those costs are deferred and ultimately shared.  Is that through an existing deferral account?
     MR. KITCHEN:  Through the existing S&T deferral accounts, yes.
     MR. KEYS:  If we look, then, at the UPBS service, I understand that is also market-based pricing.
     MR. ISHERWOOD:  That's correct.
     MR. KEYS:  What happens to the revenues that are realized if that service is sold at a price that's above Union's costs?
     MR. KITCHEN:  They would also be deferred.
     MR. KEYS:  Same treatment? 
     MR. KITCHEN:  Yes, since they're all treated as storage-based services, they'd all be deferred in the same way.

     MR. KEYS:  As you've discussed, I think, Mr. Isherwood, with several others, Union's aware that TransCanada is intending to propose a new short-notice service with 96 nomination windows, right?
     MR. ISHERWOOD:  Yes.
     MR. KEYS:  And obviously Union's proposed F24-T service has 10 nomination windows.  Does Union foresee any operational issues at Union and TransCanada interconnections that would arise as a result of the more frequent nomination windows that TransCanada would utilize under its FTSN service?
     MR. ISHERWOOD:  I'm not sure what the question is there.  From an operational point of view, if the customer is using our downstream pipeline balancing service to be the interface between our 10 windows and your 96, I think it will work quite well, operationally.  
     If you're asking me if we can reschedule our system 96 times a day, we absolutely can't.
     MR. KEYS:  Thank you for your patience, panel.  


That ends my questions.
     MS. SEBALJ:  Thank you, Mr. Keys.  


The Board Staff and Board support team have just a few questions for the Union panel.  Literally, they have the questions.


QUESTIONS FROM BOARD STAFF:
     MR. MAN:  Hello, good morning, my name is Ron Man from the Board support team.  I have two questions.  


I want to shift back to the infranchise services to give Mr. Isherwood a break.  Yesterday, when you answered question 23 and 26 from the Board hearing team, you indicated you will make F24-T and F24-S available to U7 customers upon request. 

     I also learned there are no customers currently using 

U7.

      By adding new services to U7, do you think some

customers will start using U7?

     MR. SHORTS:  It's very difficult to speculate which

customers may find value in those services as well as the

existing services that are under the U7, so I really

couldn't speculate if that's going to make the -- if those

adders are going to make the service attractive enough for

other customers to take it.

     MR. MAN:  So if infranchise customers want to use 

F24-T, F24-S, UPBS, and DPBS, could you describe what

steps they have to take to obtain those services?

     MR. SHORTS:  Given the nature of the infranchise

services, we certainly feel there is no need for those

customers to have it, given the no-nomination consumption

feature of those services, the firm all-day features, all of the benefits that they already have.  That's why it was not contemplated for the infranchise customer groups.

     MR. MAN:  So you basically did not want to offer those services to infranchise customers?

     MR. SHORTS:  We just felt that the services were not

needed, not required.  We certainly haven't had any of the

infranchise customers approach us seeking those services.

      Mr. Man:  Okay.  Now I'm turning to your T1 

re-design.  And I'm referring to tab 3, page 26, and table 3.  As a result of your T1 design, you showed the small T1 customers, I'm referring to your block one, in which

you have 15 customers, you’ll see a rate increase of 40

percent.  And through your re-design you also show your very large customers.  I'm referring to block four, in

which you have five customers, and I presume they are power

customers.  We see a rate increase of 27 percent.

      With this change in rates for your large power

customers, do you see any effect on the hourly Ontario

electricity price?

     MR. SHORTS:  I guess first the -- it's not necessarily

all the power customers that are in that top block.  We do

have some large industrial customers, subject to check, that also may be included within that block.

      How they bid into the market and how their contract is structured, I don't know how it would impact the hourly

electricity price, if at all.

     MS. SEBALJ:  Thank you very much.  I wanted to thank

Mr. Keys once again for deferring his questions to today. 

And definitely thank the Union panel for staying overnight,

and for hanging out for so long yesterday.  Thanks very 

much.  And I think we'll dismiss the Union panel.

     MR. LESLIE:  Thank you.

     MS. SEBALJ:  Let's take a short, say five-minute break, to get the Enbridge panel situated.  So can we come back at about 9:35, let's say 9:40, to be realistic.

--- Recess taken at 9:27 a.m.  


--- On resuming at 9:40 a.m.
     MS. SEBALJ:  Good morning, everyone.  For those of you who may have not been here yesterday, my name is Kristi Sebalj, and I'm Board Counsel.  I'm joined by Ronald Man and Rudra Mukherji, who are from the Board support team.
     I don't propose to go through the full introduction that I provided yesterday.  It is in yesterday's transcript, which many of you will have already received electronically.  But I will say that we are here pursuant to the notice of proceeding issued by the Board on December 29, 2005, on its own motion, pursuant to sections 19, 36, and 29 of the Ontario Energy Board Act.
     This is a Technical Conference, the second day of a two-day Technical Conference that began yesterday, April 5th, and we are here to provide participants with an opportunity to ask questions of Enbridge Gas Distribution.  
     I wanted to provide one clarification about something that Ms. Girvan asked yesterday about the differing roles of the Board support team and the Board hearing team.  I believe that I misspoke, as my colleagues on the Board hearing team were quick to correct me.
     Just to recap what I said.  The Board support team's role is to, essentially, case-manage, provide case administration, technical support, but our primary role is to advise the Panel, the Panel of decision-makers.  And in so doing, we are charged with completing the record so that the Panel has a complete record on which to make a decision.
     I believe that yesterday I said that the Board hearing team was charged with completing the record.  The Board hearing team is charged with advocating in the public interest.  So those are two different roles.
     Now, in terms of appearances today, I am going to ask that we do register appearances.  And for what reason I'm not sure, but I will ask you to give me an estimate of how much time you will be, if you are going to ask questions.
     But I want to warn people ahead of time that I've had some requests of certain people who have commitments early and late in the day.  So I would suggest that, after the Board hearing team asks its questions, Mr. Brown for Sithe Portlands and TCPL, then Patrick Keys for TCPL, Mr. Thompson for IGUA and AMPCO, and then Mr. Moran has requested for APPrO.  


So with that, I know that's a long list, but with that, if I could ask everyone to register their appearance and provide an estimate of time.


APPEARANCES:
     MS. CAMPBELL:  Donna Campbell for the Board hearing team, accompanied by Pascale Duguay, Laurie Klein, and Fred Hassan.  And for what it's worth, an hour.
     MS. SEBALJ:  Thank you, Ms. Campbell.
     MS. deJULIO:  Gia deJulio, representing the Ontario Power Authority.  And I do not anticipate having any questions.
     MR. MORAN:  Pat Moran and John Rosenkranz for APPrO.  We have fewer questions than yesterday, so I'm going to stick with my one-hour estimate from yesterday.
     MS. SEBALJ:  Thank you.  


Please, in the back, please project your voices and stand if you need to.
     MR. THOMPSON:  Peter Thompson for IGUA and AMPCO; about an hour.
     MS. SEBALJ:  Thank you, Mr. Thompson.
     MR. AIKEN:  Randy Aiken, London Property Management Association.  My estimate will be a hundred percent accurate because I don't have any questions.
     MS. SEBALJ:  Thank you, Mr. Aiken.
     MR. WIGHTMAN:  James Wightman on behalf of VECC.  I estimate (inaudible).


MS. SEBALJ:  Thank you.
     MS. GIRVAN:  Julie Girvan for the Consumers Council; no questions.
     MS. YOUNG:  Val Young and Frank Brennan for Aegent Energy Advisors.  Our estimate is 15 to 20 minutes.
     MR. KEYS:  Patrick Keys from TransCanada PipeLines Limited.  With me as well are Tim Stringer, Murray Ross, Peter Exal, and I estimate 15 to 20 minutes for my questions.
     MS. SEBALJ:  Thank you 


MS. RUZYCKI:  Nola Ruzycki, Ontario Energy Savings, and I won't have any questions.
     MS. SEBALJ:  Thank you.
     MR. REDFORD:  Jim Redford, Market Hub Partners Canada; just a few minutes.
     MS. SEBALJ:  Thank you.
     MR. O’SHAUGHNESSY:  Bryn O’Shaughnessy with BP; no questions.
     MS. SEBALJ:  Thank you.
     MR. OLSEN:  Greg Olsen, Jason Rioux from OPG; no questions.  


MS. SEBALJ:  Thank you.


MR. PORAY:  Andy Poray, Hydro One; no questions.


MS. SEBALJ:  Thank you.
     MR. BROWN:  David Brown on behalf of Sithe TransCanada Energy and the Portlands Centre, and with me I've got John Wolnick, Jason Stacey, Margaret Duzy, and Brian Kelly.  I would estimate 45 minutes to an hour.
     MR. RATELLE:  Louie-Charles Ratelle for Gaz Métropolitain.


MS. SEBALJ:  Thank you.
     MR. SEAL:  Darryl Seal for the School Energy Coalition, and we don't anticipate any questions.
     MS. SEBALJ:  Thank you.
     MR. JACKSON:  Malcolm Jackson, FRC Canada, for the Low Income Energy Network.
     MS. SEBALJ:  Were you anticipating any questions?
     MR. JACKSON:  No questions.
     MS. SEBALJ:  Thank you.  


Is that it for the room?
     MR. ROWAN:  Malcolm Rowan, Canadian Manufacturers and Exporters.  I will have no questions.
     MS. SEBALJ:  Thank you, Mr. Rowan.
     MR. ADAMS:  Tom Adams on behalf of Energy Probe.  No questions today.  Yesterday, I indicated that we wanted to give evidence.  Based on the responses we heard yesterday, I'm withdrawing that remark. (inaudible)


MS. SEBALJ:  Thank you.
     MR. KATSURAS:  George Katsuras for the Market Hub Partners Canada; no questions.


MS. SEBALJ:  Thank you.
     MR. FRASER:  Bruce Fraser with TEAM Limited; no questions.
     MS. SEBALJ:  Thank you.  You're coming out of the woodwork.  I can't see you back there.  Is there anyone else?
     MS. CAMPBELL:  Give us five minutes and we can go on the street and see who else would be fascinated by this.
     MS. SEBALJ:  All right.  


I understand that Enbridge has a presentation, and so I'll turn it over to Mr. Cass.  Thank you.


ENBRIDGE GAS DISTRIBUTION; PANEL 1:


JODY SARNOVSKY


MALINI GIRIDHAR


DAVID CHARLESON


JIM GRANT


OPENING STATEMENT BY MR. CASS:
     MR. CASS:  Thank you, Kristi.  


There has been a small brief handed out.  I hope that everyone has it.  If anyone does not, I believe that there are extra copies at the back of the room.  Before I address a few comments to that, perhaps I will start by introducing the witnesses.
     I will start with Jody, who is sitting closest to me.  Jody Sarnovsky is the manager, strategic and key accounts for Enbridge Gas Distribution.  And I imagine most people in the room already know all these people, but there may be some that don't.
     David Charleson is director, energy policy and analysis.  Sitting beside Dave is Malini Giridhar.  Malini is manager, rate research and design.


The final witness, furthest from me, is Jim Grant.  Jim is director, business development, energy opportunities.
     Now, unlike Mr. Leslie yesterday, I won't go through the evidence and describe witness responsibility for various parts of the evidence.  The reason I won't do that is that the witnesses are actually identified already, with their names attached to the evidence for which they have responsibility.
     Perhaps to assist people, though, I will attempt to give a general description of their areas of responsibility, and I do emphasize the word "general" and please don't hold the witnesses to this if I get them in a little bit over their heads anywhere.
     Generally speaking, of course, Malini is responsible for rate design matters.  Jim Grant is generally responsible for storage matters.  Coming over to Jody, Jody, as her title indicates, has responsibility for large-volume customers, and in relation to this evidence, has given evidence on implementation matters.  Finally, Dave Charleson, in relation to the matters at issue in this proceeding, his evidence largely relates to transmission and distribution operational implications, including load balancing.
     Now, with that brief introduction of the witnesses, I will turn to, I hope, an even more brief description of the document that's been passed around.
     Kristi, would you perhaps give this an exhibit number?
     MS. SEBALJ:  Yes.  Let's mark it as EGD Exhibit No. 1. 

And that is technical conference brief for natural gas electricity interface review and storage regulation.  Thanks. 


EGD EXHIBIT 1: TECHNICAL CONFERENCE BRIEF FOR NATURAL 
GAS ELECTRICITY INTERFACE REIVEW AND STORAGE 
REGULATION.
      MR. CASS:  As everyone will have seen, the document has three tabs, the material at tab 1 is what the witnesses will take everyone through when they introduce their evidence this morning.  As a result, I won't try to

describe it at all.  The witnesses will be taking us

through that.

      At tab 2, the witnesses have included a glossary.  The purpose of this is just to attempt to assist parties with at least Enbridge's understanding of the meaning of particular terms that tend to come up frequently in this proceeding.  Again, I don't think there's any need for me to go through it.  It's there for the assistance of parties.

     Finally, at tab 3 you will see the curricula vitae

of the witnesses.  Again, I don't think there's any need

for me to go through that.  It's there for everyone to see.

      So, with that, with those brief comments, I think the

witnesses can now take over and answer some questions.

     MS. CAMPBELL:  Well, that was astonishing, Mr. Cass. 

You're the first person that promised to be brief and you

really are.  Okay.  You caught me off guard with that.  

What I want to start out, actually, is something that's not in the list of questions.

     MS. SEBALJ:  Just a sec.  I think there was -- I

think your comment about brevity was a little premature,

Ms. Campbell.

     MS. CAMPBELL:  Obviously.  I forgot I was dealing with

a lawyer.  I apologize.

     MR. CASS:  I'm sorry.  Ms. Giridhar will lead off the

explanation of the material at tab 1 of the brief.  And I

apologize for my mistake.


STATEMENTS FROM EGD PANEL:  

MS. GIRIDHAR:  Thank you.  We will try to

be very brief as well.

      I'd just like to start off with the analysis framework for Enbridge's proposals, and that's on page 2 of tab of the brief.  

What we laid out here are the questions that were part of Procedural Order No. 2, appendix A, and these questions formed the framework for our proposals.  So essentially our evidence is laid out almost in sequence but covering off, first the operation barriers for balancing, the operational barriers for storage, the costs for providing service are also covered in these two section, to the extent that the balancing service relies on assets upstream of us, we are unable to estimate costs for any of these elements.  To the extent that the storage service is based on an Enbridge offering, you do find an estimate of costs in the evidence.

     The revenues for providing service are a function of

the pricing methodology, which is covered off in this

section, as well as the take-up of these services, which

cannot predict with any certainty at this point.  So you'll

mind the evidence is somewhat silent on what the revenues

might be from these services.

     We've also talked about rate implications on 

customers, and this is covered in a couple of areas, first

of all, the pricing section talks about how pricing

principles affect the existing customers and new customers.

     It's also covered off in the proposals themselves for

Rate 125 and rate 316.  And finally, we do have a section on implement as well that lays out all of the issues to us on implementing those rates both from a business process change as well as the systems required.

      And the timing is also addressed.  Essentially, we

believe that the offerings need to be available in 2007 for

Rate 125 because we have identified a customer coming

on-line in 2007.  But we expect that 316 will be available

in 2008.

     Moving on to our proposals themselves.  What I've got

here and I've let the slide speak for itself, is a mapping

of each of the individual items laid out, and how our

proposal addresses them.  So I'm not going to go through all of them.

      I will point out, though, that at the bottom you see a point -- a phrase just by itself without an arrow leading to it.  And this is because we do have a limited balancing

offering under Rate 125 that wasn't specifically identified

by the Board as a requirement, but this stems from our

discussions with potential customers.

     Moving on to the next slide.  Very briefly, we have

proceeded on the assumption that we have 2000 megawatts of

generation in EGD's franchise area.  That's the basis of our analysis.  And this translates into approximately 11 million cubic metres over a 24-hour period.  And for design-day purposes, that's the number we'd look at.

      That would be approximately 10 percent of our peak

day, if you did have a power generator -- or 2000 megawatts

generated over a 24-hour period would be 10 percent impact on our peak day.

      The operational impact of this power generation would actually depend on the type of technology and the manner in which it's being dispatched so there's a little bit of description of that in the evidence as well.  

And finally, the system impacts for power generation are quite different from industrial customers, depending on how electricity is dispatched, and that is also covered off in section -- tab 2, schedule 1.  So I'll just pass that on now to Dave.

     MR. CHARLESON:  Turning to page 5, one of the things

that we want to highlight is that Enbridge Gas Distribution

is in a different situation from Union.  There's certain

elements of our distribution system that don't have some of

the benefits that Union enjoys, and I'll kind of highlight

some of those over the next couple of slides.

     Looking at our current practices, we have a lot of

experience in terms of balancing demand for our customers. 

We currently balance all of our customers on a daily basis. 

And this is done through using existing upstream services.

     With the introduction of power generation loads, we do

expect to see -- there are some impacts on demand.  And they will hit in basically three different perspectives.

     First, seasonally, we may now see summer peaks where

typically summer is a fairly flat load.  We can now be

looking at peaks in that time period.

     Our winter peaks will likely increase.

     On a daily basis, there's definitely a potential impact on demand.  From a summer perspective, using some of the parameters that Malini has already discussed, we could see a 55 percent increase in demand on a summer day rising from power generation.  And then similarly, an 8

percent or around a 10 percent increase to a winter peak 

day.

      Also on an hourly basis, we expect to see impacts

there as well.  As Union described several times yesterday,

the systems have been designed for a more uniform hourly flow of gas.  And there's already challenges in terms of managing fluctuations on hourly demands that we see in terms of the way the transport systems are designed.  And adding the power generation load again could accentuate some of those challenges.

      Turning to page 6, one of the key differences that we

have from Union is our dependence on upstream services. 

Enbridge Gas Distribution, while it has storage operations,

those are not embedded within our franchise areas.  And we

are dependent on some form of transportation to move gas

from storage into our franchise areas.

      For us to be able to efficiently provide load 

balancing services, there are certain requirements that we

see coming from upstream service providers.  And one of the

keys is having a compatibility between the distribution

services and the transportation services.

     Again, Union yesterday talked a lot about the line of

sight between, say, Dawn and the meter in Enbridge's area

where there's going to be two pipelines, where Union talks

about it being "two pipelines away."

     Similarly, from an Enbridge perspective, we're two

pipelines away from the supply.  So there is -- that

compatibility is required.

     Additional nomination windows are required to manage

fluctuations in demand.  Another upstream requirement we see as being critical is having the reservation of capacity to be able to deliver -- reservation of capacity to the 

delivery area.  And by using the delivery area, we're able

to gain efficiencies by balancing against our overall load

within that delivery area.

      Also for load balancing, additional storage flexibility is required, primarily focussed on

deliverability and injectability being the most

significant requirements.

     MR. GRANT:  Just picking up on where Dave left off, the next slide provides a summary of our proposed build program.  I think as many of you know, our storage system, which is referred to as Tecumseh, serves the EGD franchise and its existing customers.  So all of our capacity and

deliverability today is utilized for existing bundled customers of EGD.  And in fact, EGD's needs exceed our storage capabilities at Tecumseh, and there is an additional contract, a fairly large contract, at EGD as with the third party, that being Union Gas, to meet the load balancing needs of the system today.


So within the context of this proceeding, and more broadly the needs in the marketplace for gas-fired generators, what we had to do is determine whether there was anything that we could do to compete in that storage services market, and it's a very competitive market.  


So we have designed a build program that is outlined in the evidence here, and this particular slide just summarizes the various aspects of it.  And I won't get into the details here, it’s all found in the evidence.


Now, what does that build program do?  Well, once we complete the build program, the next slide on page 8 shows you the performance curve on the withdrawal side of the cycle at Tecumseh.  And the basic point to be taken away from this slide is that we are going to be able to move the curve up all the way through the withdrawal cycle, and that allows us to provide a firm service out into the marketplace.


Now, do gas-fired generators have other choices other than our storage/build?  Absolutely; and we understand that.  So you'll see in our evidence that we are proposing an open-season bidding process to establish the appropriate value out in the marketplace for these services.


Once that is done, we will be then able to move forward with a final design to meet the market's needs and bring forward the relevant applications to the Board.  These would be leave-to-construct pipeline applications, as well as there are rate implications to this that would need to be handled in a rates proceeding.


Now, the assumed outcomes of this particular process, from our standpoint, would include the approval of the rate 316 concept and the general reasonableness of our build proposal.  And as I mentioned, this would then be followed by other proceedings that the Board would have that deal with these rate-making facilities matters.


Now, assuming these regulatory time lines are achievable, we will be able to complete the engineering and design of our build and order necessary, long lead time materials by the end of this year.  This would be followed by construction activity in 2007 and the offering of this service in 2008.


So what does this do for customers?  Well, at the end of the day, we believe that the Rate 316 type of service provides a number of advantages to customers.


First of all, we think that it minimizes their inventory investment.  That's something that they would be interested in.  It maximizes their daily flexibility.  It meets their residual load-balancing needs.  I've often said - and perhaps it's because I'm responsible for our storage operation, that might be a particular bias on my part - but at the end of the day, most of the shock-absorber in the system, in the overall gas system, for these types of very fast-response loads and this high-deliverability requirements for gas-fired generation, and this is true across North America, it rests with that shock-absorber role, rests with storage at the end of the day.  So it will meet these residual load-balancing needs.


And finally, the service, the way it's designed, can be taken up by customers and they can trade around these firm storage capabilities and actually maximize their own profits by doing so, assuming that they can also ensure that they're meeting their own plants' needs.


So we think it's a very valuable service.  We think it can attract some interest out in the marketplace.  And there are ways and means of dealing with the rate implications, and we'll talk a little bit about that in our evidence.  I won't get into any more detail right now.


So, finally, on the last slide, it just simply shows you on the injection side of the piece, once again, you have a permanent upward move in the capabilities of Tecumseh all the way through the injection cycle.


MS. SARNOVSKY:  All of our existing business processes and systems have been designed to basically support the current bundled rates and services that we offer.  So for part of this proceeding, what we did was undertook a high-level review to see where the impacts were to both systems and processes that would be needed to support the new unbundled rates and service.  And this high-level analysis has been included in my evidence at Exhibit B, tab 3, schedule 3.  


What we did, was we looked at both automated and manual solutions.  And the costs and time lines are within that evidence, with one exception that I just want to add right now.  There was a piece of information missing at the time we filed the evidence, so I'd just like to update that.  And that's with respect to the system measurement costs that would be required, so changes to our Metrotech system to actually provide more frequent reads, consumption reads.  


The costs have come in quite minimal, and by that I mean less than $5,000 per year.  And on an ongoing basis, the costs to then transfer that to our automated system as part of the proposal are already included in the EnTrac costs that are in the evidence.


We do recognize the importance of implementing these rates and services sooner rather than later.  So what we are proposing is a two-step approach.  So, basically, starting out with a manual process first, and then an automated solution.


Because of some unknowns at this time, things like the number of customers that would be using these services, the exact time lines for implementation, the exact form and content of these new rates and services, we couldn't develop a full-blown cost for this two-step approach.  So we are requesting a deferral account to record these costs and we're proposing to dispose of these costs across all customers, because we feel there are benefits to all customers.


MS. GIRIDHAR:  I wasn't proposing to go through each one of these bullet points in the next few slides, but they are there for reference.


Essentially, rate 125 is an existing rate for the company.  It's been there for about 45 years.  We expect to have a customer come on line in 2007 using this rate.


What we have here is a proposal to expand the offering under this rate to go beyond a pure distribution rate, which is what it is today, to include a limited balancing option.  So the rate today requires customers to balance consumption and deliveries within a 2 percent tolerance, and we're proposing to expand that tolerance somewhat.


And the features of that balancing feature -- that balancing proposal, are laid out on page 12.  Again, I'm not going through that in detail at this point.


Moving on to the next line, page 13, Rate 316 as well, the features of that rate are laid out on this slide.  The salient points are that it's an unbundled storage service at Dawn which would require the customer to arrange transport to our franchise area.  And it does provide options in terms of different levels of deliverability, and there is also an option in terms of whether the service is ratcheted or unratcheted.  


I should also mention that it's a flexible service, allows for title transfer, and the company's proposing that this service be priced on the basis of market value through an open season.
     MR. CHARLESON:  In response to the Board's Procedural Order, the company's also included evidence on three additional service offerings.


The first has to deal with the inter-franchise movement of gas.  Now, a key element of this service offering is that we have to ensure there's comparable offering available from other utilities in Ontario.  So you need to have two willing parties to effect this type of transaction.


Also, when we look at these services, we don't see them as being necessarily tied to the customers that are contemplated in this proceeding, but it's something we view as being available to all customers.


The inter-franchise movement of gas is something that we would see being executed at Dawn.  And in our evidence we described the rationale behind that.  And also the rationale behind the differentiation between bundled customers and unbundled customers.  So I won't get into the details related to that.

      Turning to page 15, in terms of the redirection of 

gas, this type of service is dependent on upstream services, so it's our view that Enbridge Gas Distribution can't really add any extra value in terms of the provision of this service, and that it's best left to the market and the upstream service providers to facilitate this type of

service.

     In terms of title transfer of gas and storage, what

we've proposed is that title transfers would be done 

in-ground, where the services are the same.  So between two like services the transfer could occur in-ground.  But then, for any dissimilar services, that the transfer should occur above ground.

     There would also be some limitations in terms to have

rate at which the transfer could occur at being that of the

more restrictive service level of the two parties that are

being involved.  And there would be some fees associated

with that, which we've described in our evidence.

     MR. CASS:  Now, Donna, I think the witnesses are ready

for some questions.

     MS. CAMPBELL:  Are you sure?  Okay.  All right.


What I want to start off with, Mr. Cass, you might be

the one to actually answer this, but I'll see what the panel can do.  And it actually, it's a statement that arises.  It's Exhibit C, tab 1, schedule 1, page 1.

     Okay.  So it's Exhibit C, tab 1, schedule 1, page 1.

     And what I wanted to discuss briefly, and again,

Mr. Cass, you might be the one to illuminate me on this,

this statement at the bottom:

     
“The company does not believe that the NGEIR

proceeding is the appropriate forum for

     
actually setting and determining rates for

     power generation customers."

And it was noted that in some of the filing, the information that is the subject of appendix A to the Procedural Order of mandatory evidence to be filed, some of that has not been filed.  And I'm wondering, Mr. Cass, whether there is an intention to complete the filing and comply with the order of the Board, or if you're taking the position that certain parts of the order are inappropriate and you don't intend to comply with them?

     MR. CASS:  Yes, Donna, as indicated in the evidentiary

reference to which you've pointed, it is the company's expectation that rate matters will be finalized in a rate

case.  As everyone in this room was aware, the company has been having an annual cost-of-service rate case for many years now, and although the potential for performance-based regulation is something that's on the horizon, at least for

2007 the company will continue with its annual

cost-of-service rate case.

      As a result, it was the company's expectation that

this proceeding would address matters on a conceptual basis, but that the actual setting of the rates would flow forward to its next rate case for rate-setting to actually occur in that context.

      So it was with that approach to this proceeding that

the company interpreted, if I could use that word, the

Procedural Order from the Board and prepared its evidence accordingly.

     MS. CAMPBELL:  So it's your interpretation that the

filing of mandatory evidence concerning professional rates

for gas-fired generators does not mean that there's going to be a setting of rates by the Board, and that you don't have to file the evidence?

     MR. CASS:  Again, it was the company's expectation that this proceeding would treat matters on a conceptual basis but not actually result in a rate order such as that which normally results from a rate case.

     MS. CAMPBELL:  Okay.  And so that means that you do it

for your 2007 rate case; that's what you anticipated, is

that's when it would occur?  I'm sorry.

     MR. CASS:  I'm sorry.  I was speaking with Mr. Hoy, and I didn't catch everything that you said.

MS. CAMPBELL:  So what you're saying is that it's Enbridge's belief that the actual rates would be set if the Board determines that they should be set, would be set at the 2007 rate case?

     MR. CASS:  That's correct.  Again, the setting of rates is something that affects all customers.  Even though in this proceeding, one might be particularly thinking of rates of interest to potential power generation customers, the setting of rates for those potential customers affects all other customers.

     It was the company's expectation the best forum, the

forum, to address the interests of all customers in respect

of that rate-setting process, would be in the usual rate

case.

     MS. CAMPBELL:  So does Enbridge believe it to be in

compliance with the Procedural Order of the Board?

     MR. CASS:  In the context of my description of the

company's understanding of this case, yes.

     MS. CAMPBELL:  And if that understanding turns out to

be incorrect and the Board actually advises you that your

interpretation is incorrect, will Enbridge comply with the

Procedural Order?

     MR. CASS:  Of course.  Enbridge will comply with the

Board's directions.

     MS. GIRVAN:  Donna, could we get some clarity maybe on this issue from the Board or some indication of when the Board might clarify the issue?

     MS. SEBALJ:  I can advise that the panel has preliminarily turned its mind to this issue but hasn't come

to a final determination.  But from the Board Staff's perspective, the procedural orders are clear that rates are

to be filed.

     And so I would suggest that this exchange is now in

the transcript, that the Board support team now take that to the Panel for a determination that should occur either in paper or by way of a preliminary motion or a preliminary

discussion at the hearing.

     MS. GIRVAN:  Thank you.  

     MR. CASS:  And Kristi, in the context of any such

clarification, Enbridge Gas Distribution is hoping that

there will also be, then, further clarification, perhaps I

might explain that.

     If indeed it is the intention of the Board that there

actually be rates set in this proceeding, that would only be particular rates, it would not be an entire rate-setting

process.  What would the Board's expectation be as to the

consideration of the impact of those new rates on the rest

of the company’s rate structure?

     MS. SEBALJ:  We'll take that into consideration, and

we'll bring it back to the Panel.

     MR. CASS:  Thank you.

     MS. SEBALJ:  Thanks.

     MR. THOMPSON:  Nice kickoff with a contempt motion.  This is discovery, guys.

     MS. CAMPBELL:  Mr. Thompson, I'm clarifying the record.


CROSS-EXAMINATION BY MS. CAMPBELL:
     All right.  Now we're on to the first question.  And

this is from the -- I believe this has been circulated.

     The reference is to Exhibit B, tab 2, schedule 1,

paragraph 19, and the set-up for this question is taken from the text at that point.

     It states that the Board directed EGD and Union to

file proposed tariffs for the provision of firm high

deliverability service from storage with customer options

for 1.2 percent, 5 percent, and 10 percent deliverability.

     And the first question is:  What amount of storage space does Enbridge currently have at 1.2 percent, 5 percent, and 10 percent deliverability?

     MR. GRANT:  I think to respond to that question, if I could take you over to Exhibit B, tab 3, schedule 2, page 18.

     MS. CAMPBELL:  Thank you.  I have it.

     MR. GRANT:  And so, just making reference to this curve that's shown in the exhibit here.  

In terms of the storage system as it exists today, the maximum deliverability that we have is -- works out to about 1.9 percent.  And that -- what you have to do is view the system in its totality.  So that 1.9 percent deliverability, of course, is not there throughout the whole period.  It's only there when you have certain inventory levels within the system.


So it does drop off, as you go beyond, roughly, the 50 Bcf point, as shown in this graph.  It isn't as if the system today has -- can be divided up into different types of deliverability, it has a deliverability in total, and that's how it should be viewed.
     MS. DUGUAY:  Mr. Grant, once it reaches the 50 --
     MR. THOMPSON:  Mike.
     MS. DUGUAY:  I believe it's on.  Is that better?
     Once the working volume reaches the 50 Bcf mark, you indicated that at that point, if I understood your answer correctly, that at that point you would have 1.9 percent deliverability.  And will you indicate from that point beyond and going up to, say, 10 Bcf, where would you be at in terms of your deliverability curve?
     MR. GRANT:  In terms of the proportions?
     MS. DUGUAY:  Yeah.
     MR. GRANT:  Yeah, when I said 1.9 percent, I was essentially taking the roughly 2 Bcf up to the point where we start to drop-off.
     MS. DUGUAY:  Right.


MR. GRANT:  Our overall deliverability in the system starts to drop off at an inventory level of 50 Bcf.  So that's the 1.9 percent.  


As you go down the curve the particular percentage, relative to the remaining gas in storage, that's not something that I have with me today, but that's something which, if that's necessary, we can provide that.
     MS. DUGUAY:  Do you have an indication or a rough estimate in terms of the 1.2?  Where would that sit on that curve?  Or a range?
     MR. GRANT:  Well, as you can see there, it drops off fairly quickly.  Without doing the detailed numbers, if you wanted to make an assumption, it would probably be around halfway.
     MS. DUGUAY:  Thank you.
     MS. CAMPBELL:  The next question relates to how much space under the proposed storage build program, how much space at 1.2 percent, 5 percent, and 10 percent deliverability would be made available to the public -- to the marketplace.  I apologize.
     MR. GRANT:  To the marketplace, yes.
     Well, I think as we state in our evidence, we're going to build 2 Bcf of capacity, and that's it.  No more than that.  And at a 10 percent deliverability ratio, that's 200 a day, and we will provide that into the market as well.  So that's the maximum amount of space and deliverability that we will be placing into the market for those participants who are interested to bid on.


As to the final breakdown as to how much of that is taken up, the 1.2, or 5, or 10 percent, we simply don't know, at this point.  We don't have that information.  We don't know what the market will want relative to those three points of deliverability.  And, in fact, the market may want something that's in between these.  The market may want 7 percent or 3 percent.


So that's a discovery process that we're going to go through in the open-season process so that we can meet the market's final prescribed needs.
     MS. DUGUAY:  So just to summarize, do I understand correctly that under the storage build program that the full 2 Bcf could be provided at 10 percent deliverability?
     MR. GRANT:  That's correct.  On a firm basis, every day of the year.
     MS. DUGUAY:  Thank you.
     MS. CAMPBELL:  The next question relates to costs, the estimated costs for developing the 1.2, 5 percent, and the 10 percent deliverability.
     MR. GRANT:  Yes, if I could refer you to Exhibit B, tab 3, schedule 2, page 20.
     MS. CAMPBELL:  Yes.
     MR. GRANT:  And here we show, at the bottom of that page, a summary of the capital expenditures associated with the build.  The estimated capital expenditures for the 10 percent delivery case, then, is, if you go straight to the bottom, 26.2 million dollars.


We haven't done a calculation as to how much would be associated with, say, 5 percent or 1.2 percent.  But if I can book-end my answer here for you, I would say that at the 1.2 percent deliverability, which is again a typical utility type of profile, so in other words, if you assumed the utility profile, single-cycle throughout the year, and only 1.2 percent deliverability, so it's what -- I would not call it premium service, that’s just simply doing more of what we do today.  The incremental cost of providing that 1.2 percent deliverability storage that's ratcheted down through the year, pursuant to the performance curve, would be in the order of about 600,000, which is the first item within that list of capital costs.


Now, for qualities of service between a simple 1.2 percent ratcheted service and all the way up to the 10 percent unratcheted service, you simply should interpolate between those figures.  That's probably the best thing to do.  


So in other words, at the one end you have for the lowest-quality service an incremental cost of roughly $600,000, at the high end it's 26.2, and in between you can interpolate such that approximately half of those costs would be associated with a service that's in between those two qualities.


MS. DUGUAY:  So when you say "interpolate," meaning that for a 5 percent deliverability service, a rough estimate would be 13.1 million dollars; is that right?
     MR. GRANT:  Well, that's pretty precise, 13.1.
     MS. DUGUAY:  I just took the 50 percent.
     MR. GRANT:  That's not unreasonable, put it that way, in the neighbourhood of $13 million.


Now, of course, to complete the answer, I'll take you over to page 22 of that exhibit.  And here we're again defining the incremental, operating, and maintenance costs associated with providing these services.  So these are incremental to our current cost structure, to our current O&M costs.  And it's fair to say, I think, that once again the highest quality service, the 10 percent deliverability service, firm, unratcheted throughout the whole year, would require the full $280,000 incremental cost that is shown there.


The 1.2 percent, ratcheted, utility-type service would probably be - again, I'm going to provide a bookend here - it would probably be approximately $60,000, which -- we'll call it 60 to 100, in that range.  I don't want to give a precise number.  But it essentially would mean that we would still have to have some operational staff additions.  We would still have to ensure that we were ramping up our abilities to respond reasonably quickly to things.  So that's where I was getting those figures.


And then, once again, you should interpolate for services that are in between those two book ends, in terms of the incremental annual O&M cost impacts.


MS. DUGUAY:  And just going back to the 1.2 percent deliverability, you indicated, if I understood correctly, that that would be between $60 to $100 thousand; right?
     MR. GRANT:  That's correct.
     MS. DUGUAY:  And looking at that table, what would that comprise, in terms of activity?  Or could you break down those activities between 1.2, 5, and 10?  I understand that 10 is the whole list.
     MR. GRANT:  Yeah.  In answer to the first part of your question, it really is the bottom item, operations staff.  So we would have some labour costs associated with that 1.2 percent.
     MS. DUGUAY:  Okay.
     MR. GRANT:  It is difficult to be any more precise about the mid-range because it really depends on the quality of service the customer wants.  So the best thing, I would suggest, is to interpolate the 280 at the one end and say the 60,000 at the other end.

     MS. DUGUAY:  Thank you.

     MS. CAMPBELL:  The rest of that question makes

reference to issues that I think were dealt with in our

preliminary exchange about filing rates, so I'll move from that.  


And the final question -- subquestion, rather, under this question: In addition to the proposed storage build program, what's the potential amount of storage that EGD could develop to provide the 1.2, 5, and 10 percent  deliverability?

     MR. GRANT:  Well, I suppose anyone can try to go out

and find new pools.  That would be one way for any storage

operator to try to acquire capacity, additional capacity.

      Based on our system as it is today, however, there

really is no more capacity that we can develop other than

the 2 Bcf.  The reason is that we have a slight bit of

additional capacity that we hold in reserve.  It's about 0.9 Bcf, just slightly less than a Bcf, capacity today.  It's held in reserve for the utility's needs because there may be times throughout a year, and most particularly in the late injection cycle, when the utility can make use of this type of space temporarily, to help balance its overall system requirements in the event of a very, very warm, late fall.  Let's say runs after Thanksgiving straight into November.  And that sort of thing has happened in the past.

     So we have a little bit of reserve capacity for the

utility to try to manage that situation as best it can.  And that would not be put out to market.  We would hold that in reserve for bundled utility customers today.

     MS. CAMPBELL:  Well, what will you do in the future

when customers require more space?

     MR. GRANT:  Customers in general or gas-fired 

generators?

     MS. CAMPBELL:  Customers in general, first.

     MR. GRANT:  I think that that is the essence of one of

the issues that is before the Board in the forbearance

portion of this proceeding.

     MS. CAMPBELL:  Well, if one of the first things that  you asked was for all customers who are power generators, in particular.  Does your answer change if I change it from

customers to power generators or are you going to say the

same thing?

     MR. GRANT:  No, I'll say the same thing.

     MS. CAMPBELL:  All right.  So what you’re saying is that you don't know and it's one of those issues that the Board has to grapple with.

     MR. GRANT:  Absolutely.  And the industry.  And the

industry.

     MS. CAMPBELL:  The industry as the whole, and the Board, specifically.

     MR. GRANT:  The Board, specifically, in the context

of this proceeding, yes, in the forbearance portion.

     MS. CAMPBELL:  Okay.  Thank you.

     Moving on to the next set of questions which deal with

rate implementation, and the reference is Exhibit 3, tab 3,

schedule 3, paragraphs 1 and 2.

     And essentially what this is going to -- what I want

to get from you concerning this is simply whether Enbridge

is going to be able to offer the six additional nomination

windows to the power generation customers that Union said it could.  

MS. GIRIDHAR:  Yes.  The answer is yes.

     MS. CAMPBELL:  Wonderful.  That was crisp, clean. 

Thank you.  I appreciate it immensely, as do the people who

are following me.  

The third question, there is talk in your evidence, which is Exhibit B, tab 3, schedule 3, paragraphs 1 to 2, which is -- sorry, 12, and what I'd like to discuss is the automated solution is the only viable long-term solution for scalability, data integrity, and governance reasons?

      And out of that came some questions from our end that

focus upon a number of customers that Enbridge thinks will

be using unbundled services and the basis on which that

estimate or statement was made.

     MS. GIRIDHAR:  When we talk about unbundled customers,

we're really talking about two groups of customers here. 

The first is power generators, and the second is industrial

customers.  The processes that we've identified are similar

for both groups and the system solutions will be pretty much identical.  So I'll address both of that.

     In terms of power generation, we expect between two to

six customers to come on line over the next four years.  In terms of our industrial customers, we've currently got approximately 2500 large-volume customers, including industrial as well as commercial, and apartment

type.   

Generally when you're looking at designing new rates,

you would assume that, since rates are set for the average

of a rate class, approximately the top 50 percentile

would be better off, generally speak, in terms of new rate

offerings.  But in particular, when you're looking at 

unbundled rates you also have to factor in the potential

economies that some customers may be able to get relative to others, particularly customers with gas management

capability and so on and so forth.

     So it's difficult to pin down how many large-volume

customers are going to go bundled.  Presumably over a long

enough period of time, essentially all of them might go.

     Initially, we think approximately a hundred customers

might want to move to unbundled rates.

     As to whether all of that will happen in 2007, I don't

know.  But it's safe to assume that some customers, some

subset of that hundred customers would want to move in 2007.

     MS. CAMPBELL:  All right.  So the first time that you

expect that customers would contract for the unbundled

services would be 2007?

     MS. GIRIDHAR:  That's right.  So here I'm referring to

both to the Rate 125 and the 300 series of rates that we'll

be filing evidence on.

     MS. DUGUAY:  Do you have any indication, you indicated

that there is two to six power generators that are anticipated to come on line over four years.  Do you have any indication, if I were to ask you to break that down between year 1, 2, 3, and 4, do you have any information that you could provide us?

     MS. GIRIDHAR:  I'm just going off some information that was provided to me.  We expect one customer to come on in 2007, and the second one in 2008.  And the others, if at 

all, would be in the subsequent years.

     MS. DUGUAY:  Thank you.

     MS. CAMPBELL:  So now we’re moving on to question 4,

which is Exhibit B, tab 3, schedule 3, paragraph 13.  And basically, the synopsis is that the company -- or the part

of the text that this is referenced to is the company

anticipates that the Board would allow recovery of these

costs from all customers similar to EnTrac and GDAR as these processes and system enhancements are market-enabling in nature.

     So the first question is to provide us with Enbridge's

proposal, including the rationale, for the recovery of

system and business process changes to support the provision of the unbundled rates and services.

     MS. SARNOVSKY:  The proposal itself is actually to

recover from all customers and the basis for that is that we feel that there is certain functionality within the

provision of these services that do benefit all customers.

     We were also highlighting that treatment in the past

for other types of initiatives, whether they be regulatory

initiatives such as GDAR or large project initiatives such

as EnTrac, which do facilitate the development of the 

market, have been handled in a similar manner.

     MS. CAMPBELL:  You said certain functionalities which benefit all customers.  What are the functionalities that

benefit all customers?

     MS. SARNOVSKY:  If you look at the assessment report

that was included as part of the same in reference the

evidence, it basically goes through functionality by

functionality, where all changes would have to be made,

system changes.

     So if I can just maybe highlight a couple of those

which will give you a sense as to whether some benefits

could be.

     One of them is one of the services that Mr. Charleson is proposing, and that's the enhanced title transfers.  So

that's going to be a system change that is required, there's a cost associated with it, but all customers benefit from that; the ability to load-balance from our franchise area to Union's or others' franchise areas.


I can give you another example, just off the top, and that has to do with the ability to view consumption data, and that would be more so for the large-volume customers as whole.  Currently, they only have the ability -- or they get consumption information on a monthly basis, broken down daily.  But with the introduction of unbundled rates and services, we would build the functionality to provide potentially hourly rates to these customers.  So any customer, whether they're bundled or unbundled, who has automatic meter reading capability, would have access to this new functionality as well.  


So it's just a couple of examples, but it is all detailed.  It is a high-level estimate.  We haven't gone through to specifically identify all the different pieces of functionality that might have benefits to different customer classes, but it is broader than just unbundled customers benefiting from these changes.
     MS. CAMPBELL:  So you're not capable of telling me right now what individual customer rate classes might benefit, you can just give us the high level?
     MS. SARNOVSKY:  Well, in the first example, it would be all rate class.  In the second example, rate classes 100 and above.
     MS. GIRIDHAR:  That's right.
     MS. DUGUAY:  What about the multiple nomination windows?  Do you feel that that would benefit all customers?
     MS. SARNOVSKY:  Our bundled customers provide deliveries to us on an average daily basis.  So typically, you would see a nomination that would last for a period of time.  So, at this point, I'm not sure how much that would benefit all customer classes.
     MS. GIRIDHAR:  I would certainly agree that there are certain elements of the proposed system changes and business process changes that would apply to unbundled customers more than bundled customers. 


But just going back in terms of how the Board has viewed, for example, EnTrac, and also Union's system.  It shows an allocation methodology that reflected, for example, allocation on the basis of volumes and customer numbers.  So, in the case of those system changes, there was no specific identification of certain kinds of functionality that were allocated to specific rates.


But having said that, we do accept that there are certain elements of these changes that could be specifically tied to rate classes, but we were going by what the Board has historically approved for system changes.
     MS. DUGUAY:  Would it be possible to undertake to break down the costs, like, look at the functionality and determine whether this could be to the benefit of some customers, all customers, or strictly unbundled service customers?
     MS. SARNOVSKY:  I think the difficulty we're having is that the analysis itself is at a very high level.  So to be able to attach specific costs, that could be difficult.  But what we probably could do is just, at a conceptual level, say what functionality would benefit which rate classes, if that's helpful.
     MS. DUGUAY:  Could you give us a range in terms of the costs, even if it's not a precise number?
     MS. SARNOVSKY:  I think it would be very difficult.  At this point, we'll see what we can provide.  I just don't know if we can go down to that level of detail, just with the information we've got.
     MS. DUGUAY:  All right.  Okay.
     MR. CASS:  So might we describe it as "best efforts" by the company to respond in the fashion that Pascale has requested?
     MS. SEBALJ:  Sure.  Let's mark it as EGD Undertaking No. 1, which is best efforts by Enbridge Gas to provide a conceptual breakdown of the functionality rate class.  Is that what we're looking for?
     MS. DUGUAY:  To provide a breakdown of the system changes and processes costs by -- I hesitate to say rate class, but to indicate, for each of the functionalities, which one would be to the benefit of some or all customers.


EGD UNDERTAKING NO. 1:  TO PROVIDE A BREAKDOWN OF THE 
SYSTEM CHANGES AND PROCESSES COSTS FOR EACH OF THE 
FUNCTIONALITIES, AND PROVIDE WHICH ONES WOULD BE OF 
BENEFIT TO SOME OR ALL CUSTOMERS. AND TO ASSESS THE 
IMPACT ALSO USING ENTRAC METHODOLOGY. 
     MS. CAMPBELL:  In the excerpt that I read to you, there's reference to EnTrac and to GDAR.  And you said that the recovery -- you thought the recovery could occur because of similarities with costs associated with EnTrac and GDAR that had, in fact, been approved.  So can you tell me the nature of the costs associated with GDAR and EnTrac that were previously approved?
     MS. GIRIDHAR:  With GDAR, I'm actually referring to a deferral account that we’ve had with respect to the GDAR initiative in the last two to three years, and I believe the last time we cleared amounts was in 2003.


In 2003, subject to check, in 2003, we cleared amounts in the deferral account for GDAR based on customer numbers.  That was approved by the Board. 


In our 2006 case, we had recommended the same method for disposition of amounts, but those amounts weren't actually cleared as part of the rate order.  But that's what the company proposed, and that as well was accepted in the past.


With respect to EnTrac, excuse me.  With respect to EnTrac, the Board approved 50 percent recovery on a volumetric basis and 50 percent on customer numbers.  And the nature of the costs were similar to what we're proposing now.  They were for business process changes and system changes as part of the EnTrac initiative.
     MS. CAMPBELL:  Thank you.  


The next question is -- I don't know, based on our previous discussion, whether you're going to be able to do this right now, or whether you're going to need an undertaking, but what I'm asking is to provide the results on a rate-class basis of an allocation of estimated system and processes costs by using the Board-approved methodology for the previously EnTrac costs.
     MS. GIRIDHAR:  This would be estimated system estimated system and process cost for NGEIR on the basis of EnTrac, or is this the historical EnTrac costing basis?
     MS. DUGUAY:  NGEIR on the basis of EnTrac.
     MS. GIRIDHAR:  So we could provide you the percentage recovery from each rate class.  Would that work?      


MS. DUGUAY:  If you were to allocate your system and processes costs using the same methodology that the Board did approve for EnTrac, what would be the result of this allocation on a rate-class basis would be the undertaking.
     MS. GIRIDHAR:  Okay.  We can do that.
     MS. SEBALJ:  Thank you.  We'll mark that as EGD Undertaking No. 2. 
     MS. SEBALJ:  Can I just repeat the question?  For the provision of the results on a rate-class basis of an allocation of estimated system and process costs, and those are NGEIR's system and process costs, by using the Board-approved methodology for previous EnTrac costs.


EGD UNDERTAKING NO. 2:  TO PROVIDE THE RESULTS, ON A 
RATE-CLASS BASIS, OF AN ALLOCATION OF NGEIR’S SYSTEM 
AND PROCESS COSTS USING THE BOARD-APPROVED METHODOLOGY 
FOR ALLOCATION OF ENTRAC COSTS. AND TO ASSESS THE 
IMPACT ALSO USING ENTRAC METHODOLOGY.
     MS. CAMPBELL:  Thank you.  


And the final question under this section is:  How many customers does Enbridge need before they move from the manual to the automated process?
     MS. SARNOVSKY:  I don't know that there's any hard and fast number that, you know, kind of jumps out so say, once we reach this point.  I think the evidence refers to a handful of customers, and perhaps that's as few as 10 customers.  


MS. CAMPBELL:  Mm-hmm.


MS. SARNOVSKY:  Given what Malini has said in terms of more so the rate 300 series customers who could be eligible, and we do expect might opt to it, I think we'd reach a maximum pretty soon.  Just from data integrity, the number of hand offs and what not that's required, the risk of human error, volume of data, I would probably pinpoint it at 10 for now, but no hard and fast number.
     MS. CAMPBELL:  More than currently take U7, in other words?
     MS. SARNOVSKY:  Sorry?
     MS. CAMPBELL:  More than currently take U7.
     MS. SARNOVSKY:  Yes.
     MS. CAMPBELL:  So moving on to rate-design principles and pricing approaches.
     MS. SEBALJ:  Sorry to interrupt.  It looks like we have a question.
     MR. GIRVAN:  Sorry.  Just to clarify, relative to your last undertaking, I think it would be useful to see that undertaking relative to Enbridge's proposal.  So you've got the EnTrac allocation proposal relative to what you're actually proposing.  If you have a proposal for the allocation of the costs, -- unless you haven't determined that yet. 

     MS. GIRIDHAR:  We haven't developed a proposal for

recovery.  The concept here is that at a high level, there's benefits from elements of the changes that benefit all customer groups.  With greater granularity, we might be able to -- to a better extent but there isn't really a

proposal at this point.  All we were pointing out that when

historically, there were system changes that benefit all

groups of customers, this is what the Board has done.

     So from that perspective, I think to that extent the undertaking could address what the impact would be if we used the EnTrac approved methodology, if that would work.

     MS. GIRVAN:  Versus GDAR, which is 100 percent

customer numbers, isn't it?

     MS. GIRIDHAR:  GDAR is 100 percent customer

numbers.

     MS. CAMPBELL:  Would bit possible to provide both

scenarios?

     MS. GIRIDHAR:  Absolutely.

     MS. GIRVAN:  Sorry.

     MS. SEBALJ:  So we can do that as an addition to EGD

Undertaking No. 2, we could do that, as well as the original undertaking, “also using EnTrac methodology.”

     MR. CASS:  GDAR.

     MS. SEBALJ:  Oh, the first one is EnTrac, the second

one is GDAR.

     MS. CAMPBELL:  That's right.

     MS. CAMPBELL:  Okay.  Is it okay to go ahead, Julie?  Are you done?

     MS. GIRVAN:  Yeah, I'm sorry.  Thank you very much.

     MR. THOMPSON:  Remember, you're helping the public interest.

     MS. CAMPBELL:  I certainly am.  Including your -- in your personal capacity.  I'm here for you.  Okay.  So we're on to rate design principles and pricing approaches.   Exhibit B, tab 4, schedule 1, paragraph 1.

     And there's reference to pricing principles that were

for the purpose of the evidence is to address pricing

principles for natural gas distribution, load balancing and

storage services.

      When you were considering the pricing principles and

everything else that you considered, did you consider the

need to establish a common framework with Union Gas for

services to power generators and other large-volume users?

     MS. GIRIDHAR:  With respect to the pricing principles

alone or -- because I think the pricing principles we have

enunciated there are generic pricing principles that apply

to regulated and monopoly elements as well as principles

that apply to more competitive elements.  So I believe

that's a common framework for the natural gas industry.  So

I'm not sure if there’s something else that was intended

as part of this question.

     MS. CAMPBELL:  Well, I think part of it was whether or

not there had been any specific addressing of Union, and

when you were framing the principles, when you were considering it, what you're saying is, the framework that's

in place is common to all monopolies?

     MS. GIRIDHAR:  Mm-hmm.

     MS. CAMPBELL:  And that's -- that it reflects a 

framework that you would -- that not only Union would

embrace but also all of the other utilities?

     MS. GIRIDHAR:  That's correct.

     MS. CAMPBELL:  Moving on to Exhibit B, tab 4, schedule

1, paragraph 16.  And I have to confess that I have written underneath this "get this explained."

     And so I'm going to ask you to explain that particularly, the following sentence.  It starts

off with:

     
"The pricing of the load-balancing service

          must incorporate the following four 

          principles.  One of the identified principles

          is as follows:

          
To the extent that system diversity and

          existing assets are utilized, the price must

          be set to offset any revenues the utility

          would have otherwise shared with its 

          customers through tractional services

          activities."

Can you clarify that?

     MS. GIRIDHAR:  What that sentence is referring to is

that for our bundled customers, would they go out and

procure assets and capacity from upstream providers, and

they are sized to meet our bundled customers' loads over the year.  To the extent that those assets are not being utilized for bundled customers, we do optimize those assets by providing them in the market, and revenues that are derived from that optimization are shared with bundled customers.

     So that's -- it's referring to how we optimize external assets that we have currently in place.

     The specific reference there for the pricing of the

Load-balancing service has to do with the fact that, I mean

in that section on pricing, there's really two different

paradigms for bundled customers and unbundled customers. 

Bundled customers have essentially charged the utility

with the responsibility of balancing their loads, which 

means the utility then goes out and procures these assets to do so.

     An unbundled customer, by definition, has chosen to

use the marketplace to do the bulk of their balancing.  So

they're relying on any efficiencies that they can gain in

the marketplace relative to the utility providing that

service.  And presumably they're only doing this because

there is some economic advantage to them.

     At the same time, what we have heard from these 

unbundled customers is that they would like the utility to

provide some limited balancing, a fallback, if you want to

call it, or like an insurance policy, almost, that would

rely on the utility's assets to provide this balancing.

     But the point that's being made here is that the

provision of that service must recognize that today, those

assets might be optimized to generate revenues for bundled

customers.

     Therefore, if you've got unbundled customers that are

relying on the marketplace to balance their loads when

when it's a economic advantage to them, but then fall back on the utility when it is not an economic advantage to them to use market tolls, then there must be recognition that those assets were actually used to provide service to bundled customers.

     MS. CAMPBELL:  And that's a principle that's going to

be applied on a going-forward basis?

     MS. GIRIDHAR:  That's right.

     MS. CAMPBELL:  Okay.  That was the question that 

follows out of that.

      Moving on to number -- no, we're not moving on.

     MS. DUGUAY:  I just have a quick question.  Would your

statement be applicable to unbundled service customers that

take services pursuant to Rate 125 and Rate 316 in

combination?  

It would be my understanding that, under the 316 component, that the unbundled service customers would

take high-deliverability storage from Enbridge Gas

Distribution.

     MS. GIRIDHAR:  That's right.  The balancing service

under Rate 125 is available to all customers on 125,

irrespective of their storage arrangements, whether they are through 316 or another storage provider the marketplace.

      What Rate 125 does is it says if the sum total of all your individual arrangements does not result in the exact amount of gas that you consume on that day, here is a default balancing service that we provide.  There's a certain tolerance that we will accept.

     MS. CAMPBELL:  All right.  We're moving on this time,

for real.

      Exhibit B, tab 4, schedule 1, paragraph 19 and

paragraph 20.  Because we realize that questions 7 and 8 are somewhat interrelated so we're going to take them slightly out of order.  And the first part deals with the value of higher deliverability storage for end-use power generation customers and for Enbridge's bundled customers.  The second part deals with market alternatives.

     I'm going to ask -- jump a bit.

    So the first question is question 7A, which is to

confirm that high-deliverability storage would be available to bundled customers as a surrogate to peaking supplies and higher priced spot purchases.

      Yes?  No?

     MR. GRANT:  I think we're assuming -- when we read this question, what we were assuming is that ultimately what you're getting at is that this high-deliverability service that you are going to develop for this particular market could have some value for bundled customers that are on the system today.  That was our assumption that you were getting to that essential question.

     MS. DUGUAY:  Well, we took that directly from the

evidence, Mr. Grant.

     MR. GRANT:  Right.  And so what we're proposing through the process is that that value that could be out there for bundled customers, if we were to develop this and utilize it for those existing customers today, that value has to be recognized somehow in the process, as we go out and market these services.

      And our proposal is that the, in essence, the

opportunity cost to bundled customers to going out and doing a build such as this, or similar to this, ought to become a floor in the pricing out there in the market place such that if we had bids that were below that floor, that it would be more advantageous to actually do this build for bundled customers.  If we have bids that are above that floor, acceptable bids that are above that floor, then we can deal with the premium above that floor in some fashion.  


But the idea is that because you've set the floor, that is how you're looking after existing bundled customers and their interests with respect to this build.
     MS. DUGUAY:  I'm still unclear with regard to the Enbridge proposal as to whether it is designed to meet the needs of power generators or is it a combination of meeting the needs of power generators as well as bundled service customers, with a view to displace peaking service contracts that you currently have and replace them with this high level of deliverability service.  If you could please clarify that.
     MR. GRANT:  Certainly.
     MS. DUGUAY:  That would be useful.
     MR. GRANT:  Certainly.  We don't expect to be able to accomplish both things, okay.  So when we put this out to the market, to gas-fired generators and other qualifying customers.  It may not be awarded to gas-fired generators at the end, they are going to have to compete for it.  But at the end of the day, when it's provided to that winning bidder or bidders, those are the people that have the service; nobody else has it.
     MS. DUGUAY:  Yes.
     MR. GRANT:  So it's not as if we're trying to accomplish two things, shave the peak for bundled customers and do other things for gas-fired generators.  It's going to be dedicated to the people who contract for this service, at the end of the day.
     Now, there are certain things we could do today with the system to try to avoid buying spot gas on a peak day, for example.  And the value of doing that needs to be recognized in the process that we're proposing.  And that is where the floor price concept comes in.  It's the opportunity cost or the opportunity benefit, really, to existing customers that has to set the floor in the bidding process.  


I'm probably not being as clear as I should be.
     MS. DUGUAY:  I think I understand.
     And in terms of those apportioned costs that would set the floor, could the company file an example as to how it intends to proceed, in details, to establish what that floor will be?  Or what parameters will you take into consideration to determine that opportunity cost for bundled service customers?  
     MR. CHARLESON:  Yes, I think there's another question you had coming up in a little while, but we can address that now.
     MS. DUGUAY:  Yes, sorry.  I’m jumping the gun.
     MR. CHARLESON:  We can address that now.


What we would work on, we have been doing some preliminary work on this, is we would do an assessment of the value that we would see from having access to that higher deliverability storage for bundled customers through the use of our send-out model, which is really an optimization model that we use for evaluating all our different supply and transportation alternatives.


So, by making this higher-deliverability storage available as a resource to our send-out model, what impact does that have on, say, the total portfolio costs that we would see?  So does it end up displacing some of our transportation?  Does it displace peaking contracts, spot purchases?  We'd be able to evaluate it that way.


And from doing that, we're able to be identify the difference between, say, our conventional portfolio and how the portfolio would look drawing on higher-deliverability storage, and with all of our cost assumptions built in around transportation and supply.  We would arrive at the difference between the total costs of those two portfolios.
     MS. DUGUAY:  Okay.  So will you undertake to get us a detailed analysis as to how this will be done?
     MR. CHARLESON:  Beyond what I just described?  I thought that was fairly detailed in terms of what we would be doing.  
     MS. DUGUAY:  So you would run your send-out model based on your existing portfolio, vis-à-vis a scenario where you would make your high-deliverability storage available to bundled service customers, and see what would be the differential in price?
     MR. CHARLESON:  In the total portfolio cost.
     MS. DUGUAY:  So, to the extent that it -- I'm not sure I get exactly what it is you're going to do.  


So, to the extent that the costs for bundled service customers would be less under a high-deliverability storage scenario, versus a peaking service scenario -- I'm just not sure which side you're looking at it from.  Is it for the benefit of the bundled service customer or the company?
     MR. CHARLESON:  It would definitely be to the benefit of the bundled service customers, as this is all gas cost related.


MS. DUGUAY:  Right.


MR. CHARLESON:  And gas costs are flowed through to our ratepayers.  


So what we would be looking at is from running, say, the first scenario, the status quo, say we come up with a total portfolio cost of $2 billion.
     MS. DUGUAY:  Right.
     MR. CHARLESON:  Transport, supply.  That’s probably low, but –


And then we would run the scenario with higher-deliverability storage injected in there.  And say it came out as, you know, 1.9 billion dollars, then there is –


MS. DUGUAY:  Savings.


MR. CHARLESON:  -- $100 million.  There's a savings that's there.  And then that's the opportunity cost.  If you use that higher-deliverability storage for purposes other than serving bundled customers, that is the opportunity cost that you need to be able to recover.  And that's what we've described in our evidence as what we've used to establish the floor that should be incorporated into any bidding process.
     MS. DUGUAY:  So the floor, under your example, would be what?
     MR. CHARLESON:  In that example it would be, say, the   $100 million.
     MS. DUGUAY:  Thank you.
     MR. CHARLESON:  And again, just to be clear, those aren't meant as order of magnitude numbers or anything.
     MS. DUGUAY:  No, I understand.
     MR. CHARLESON:  Just for example purposes.
     MR. GRANT:  Might as well pack it in now.  I don't think I'm going to have any customers.
     MS. CAMPBELL:  Okay.  The next question.  I want to go down to the market alternatives that are described in number 8.  And the alternatives are listed as including contracting for peaking supplies and purchasing spot gas on a daily basis, either at a liquid market or in the delivery area, from customers who may be long on deliveries.


And the first thing I want to do, it is question A under that, which is to explain how the market alternatives are good product alternatives to high-deliverability storage in terms of price, availability, and quality.


MR. CHARLESON:  To address, I guess, the -- why don't -- I'll address, kind of, the availability and quality first, and then finish up with price, as that is probably the trickier one to deal with.


What you have to keep in mind when we're talking about high-deliverability storage, we're really talking about access to supply.  It's accessing gas that a customer's injected into storage, that we're holding for them, and that on the day they need it they're able to pull it out and, under the way the service is being proposed, bring that gas to Dawn.  So it's an access to supply of gas at Dawn.


Today, Dawn is a liquid market.  On any given day, customers can go and access spot purchases at Dawn.  You can go in and there are exchanges that you can use for securing supply at Dawn.  So, spot purchases are always available there.  So, the availability of spot in comparison to high-deliverability storage, I would say, is comparable.


In terms of quality, again, you're getting the gas there.  You're able to do it on the day.  You know, to the extent that additional nomination windows are made available under high-deliverability storage, then the high-deliverability may have a higher quality in terms of the timing of when you're able to access those supplies.


From a price perspective, it really comes down to a "that depends."  It will depend on what the spot price is on a given day in comparison to what decisions the user of the high-deliverability storage has made around when they injected their gas to storage, and what carrying costs they're incurring for putting that gas into storage.

     So by using high-deliverability storage instead of spot, it provides a customer with a degree of certainty around the price that they pay for that gas.  It won't necessarily give them certainty on the carrying costs because it will depend on how long they've left that gas in storage, and when they decide to make the call.

     So looking now at peaking supplies.  Peaking supplies

are, again, you can go and contract with parties for peak

deliveries.  So again, you can have access to supply on the

day, up to the -- whatever contractual parameters you have

with the provider of the peaking supply.

      They're generally available.  You can go out to the

marketplace and generally find people that are willing to

sell you peaking contracts.

     Quality.  Again, you're going to have gas made

available to you.  The gas will be available, so it's a

comparable from a quality perspective.

     From a price perspective, peaking contracts are likely a  more expensive source of supply (a) because they're

typically designed to deal with providing -- or more

expensive, say, than spot gas purchases, because they're

designed to deal with ensuring that you have no difficulty

obtaining supply on a -- in a peak-day situation.

     In the case of Enbridge Gas Distribution, we focus --

our peaking supplies that we buy will be delivered to the

franchise area.  So it's not just, say, the acquisition of

supply at Dawn.  It's also got coupled with it a transportation component that brings -- that will bring it

to our franchise area.  So depending on when we talk about

the high-deliverability storage service, it's recognized

that a customer that's using the high-deliverability storage may also have to couple with that some form of

transportation service.  So the peaking contract can have

the ability to bundle those two together.  So in essence,

that can provide a higher quality than what the high deliverability is.

     But there's trade-offs that the customer has to

make recognizing the difference in the nature of those services.

     But again, from a price perspective, because peaking

is typically used -- or somebody who's marketing peaking is

usually looking at that being called on in peak-day conditions where there's high demand and prices tend to be

higher or it's more challenging to access transport, so

there are demand charges associated that can have a fair

cost associated with them.

     But again, depending on the transport arrangements,

the high-deliverability storage user has made, it's

difficult to assess what the trade-off would actually be.

     MS. CAMPBELL:  And aside from the spot gas purchases

and the peaking splice, are there any other market

alternatives you could think of?

     MR. CHARLESON:  The other alternatives they could have is they could hold a long-haul firm transportation and 

short-haul firm transportation, where they're delivering gas every day, and then just trying -- selling the gas in the market on the days they don't need it.

     There's a whole load -- I guess the market's got a

number of different solutions that can use a combination of

transport and supply from different market hubs to move gas

to where it's required.

     It's just a matter of somebody doing economic analysis

of what suits their situation the best.

     MS. CAMPBELL:  Now going back up to the value of 

higher-deliverability storage, question B:  Does Enbridge

propose to track the costs of the higher-deliverability

storage facilities separate from other existing storage

facilities?

     MR. GRANT:  We're not proposing to do that but we're

not opposed to that either, if that's something that the

Board felt was the appropriate thing to do, then that's what we would do.

     MS. CAMPBELL:  Thank you for your co-operation.

     And the final -- yes?  No?

     MS. DUGUAY:  I'd just like to ask a quick follow-up

question on that.  So on the one hand, you would have your

storage service for your bundled customers at costs, and on

the other hand, based on my understanding of the Enbridge

proposal, is that you would like to recover your incremental higher-deliverability service based on 

market-based rates; correct?

     MR. GRANT:  That's correct.

     MS. DUGUAY:  So from just an accounting point of view,

wouldn't that entail, under that proposal, that your costs

associated with your higher deliverability in order not to

be in order not to be rolled in with your existing 

cost-based storage service?

     MS. GIRIDHAR:  Well, I guess there's one of two ways of looking at it.

     One way, and that's what we're proposing here is that

because the higher-deliverability services would be priced

at -- the floor is something other than -- sorry.

     The floor is the higher of the cost or the value to 

unbundled customers.  So technically you could achieve that

same result even if it didn't differentiate the costs into two different buckets by flowing back the credits that come from that flashing right, back.  And that would have been

identified as part of the bidding process.

     MS. DUGUAY:  What credit is?  Sorry, I didn't hear.

     MS. GIRIDHAR:  Well, to the extent that the value of

the higher deliverability service to bundled customers flows back to bundled customers in rates, okay... that is, in effect, a recognition.

     MS. DUGUAY:  I see.

     MS. GIRIDHAR:  Of the cost of the higher 

deliverability.

     MS. DUGUAY:  I see.  Thank you.

     MS. SEBALJ:  Can we suggest that we take a break?  If

we can come back at 11:30, and then we'll continue on and

potentially take a late lunch.

--- Recess taken at 11:18 a.m.


--- On resuming at 11:31 a.m.
     MS. SEBALJ:  All right.  So let's continue with the Board hearing team.
     MS. CAMPBELL:  All right.  Question 9, Exhibit B, tab 4, schedule 1, paragraph 21.  And the sentence that I wanted to -- no?  Can't hear?  Can you hear now?  Good.
     The sentence that the question arises out of is: 



“The market pricing option for high-



deliverability storage represents a sound basis 



for sharing both the investment in storage and 



the required operations between bundled 



customers, unbundled customers, and 



shareholders.” 


Can you give us the details of that sharing that's referred to in that sentence?
     MR. GRANT:  Well, there are no details at this point.  Our expectation is that these are the kinds of details that would emerge from other proceedings, whether it's a forbearance proceeding or whether it's a rates case.  These would be the proceedings where this sharing, if there is going to be any sharing, is established.
     MS. CAMPBELL:  Thank you.
     Question 10, Exhibit B, tab 4, schedule 1, paragraph 22.



“Enbridge submits that a market price for Rate 



316 is best determined by an open bidding process 



that solicits bids from all interested parties 



who meet pre-qualifying conditions.”


And then it states:  



“A floor price would be established based on the 



higher of the cost for developing storage or the 



value to bundled customers.”


First of all, what are the pre-qualifying conditions and eligibility criteria for the open bidding process?


MR. CHARLESON:  Well, we haven't defined what the precise criteria would be.  The principal focus would be on credit, and that would be the principal consideration.  Is it a creditworthy party?
     MS. CAMPBELL:  Oh, so I qualify.  Good.
     How many customers does Enbridge expect to participate in the open bidding process?
     MR. CHARLESON:  It's almost one where your guess is as good as ours.  In terms of who would actually bid, we would look to distribute the RFP fairly broadly, including our large-volume customers, power generators, marketers.  So we would look to cast the net fairly broadly in terms of in term of an invitation to bid, but in terms of who would actually participate and respond, that is anybody's guess.
     MS. CAMPBELL:  Are you going to use the open bidding process to establish need for the storage facility?
     MR. GRANT:  I think the need -- certainly the market need for this service has essentially been established by the Province's desire to include large-scale, gas-fired generation in the supply mix.


The open bidding process, from my standpoint, would be helpful in finalizing the exact parameters of the build design.  So we will, in other words, respond to what it is that the market is, at the end of the day, asking for in terms of storage services, and we'll focus our build on meeting that need.
     MS. CAMPBELL:  Is Enbridge planning to co-ordinate an open bidding process for storage with Union?
     MR. CHARLESON:  No, we're not.
     MS. CAMPBELL:  Rate 125, question 11, Exhibit C, tab 2, Schedule 1, paragraph 5.
     And from the text it states:  



“Enbridge is expanding the scope of Rate 125 to 



include a default balancing provision.  The 



provision is default in the sense that a customer 



who is always in balance, within plus or minus 2 



percent, would only incur fixed distribution 



charges and no balancing charges.”
     And the first question is:  Describe how Enbridge is intending to balance supply and demand within the 2 percent tolerance band.
     MS. GIRIDHAR:  I'll turn the question over to Mr. Charleson, but I just wanted to correct one thing in that sentence that you read out from the evidence.
     MS. CAMPBELL:  Certainly.
     MS. GIRIDHAR:  The last few words.  So "would only incur fixed distribution charges and no balancing charges," I should clarify that it's "daily balancing charges" that I'm referring to.  


MS. CAMPBELL:  Daily balancing charges.


MS. GIRIDHAR:  Because to the extent that there's any mismatch, the molecule has to be made up by the customer.
     MS. CAMPBELL:  Thank you.
     MR. CHARLESON:  So, to respond to the question here.
     The 2 percent tolerance band would be addressed, really, through using the allowed tolerance that we have on our transportation contracts.  So there's a 2 percent tolerance on, say, our TransCanada transportation contracts, as well as our Union contracts.  So, using some of the tolerance or the flexibility that's allowed in those contracts would be what would allow us to support that tolerance band.
     MS. CAMPBELL:  Okay.  All right.  We've got it straightened out now.
     Would the 2 percent tolerance be applicable for customers taking service under Rate 316?
     MS. GIRIDHAR:  The 2 percent tolerance is applied on Rate 125, and it is applicable at the customer's meter, essentially.
     To the extent that Rate 316 is a component of the deliveries that the customer nominates to the system, it could be part of the mix.  But really, the 2 percent is the difference between what's nominated in total by the customer and what the customer consumers at the meter.  


So in response to that and the next question as well, I think I should make clear that it could be 316 or any other storage service.  The point is that whatever is coming out of storage is a part of what the customer is delivering to us.  So it doesn't apply to that component in and of itself.  It only applies to it as part of the distribution service. 
     MS. CAMPBELL:  And the final question in this area that I'd like to ask you is whether the generators have provided feedback on proposed Rate 125.
     MS. GIRIDHAR:  Again, this feedback wasn't provided directly to me, but I'll just summarize what I've heard.
     What I've heard is that there's been a generally positive feedback on the changes to Rate 125, in particular, the fact that the balancing tolerance has increased from 2 percent to approximately 10 percent, in most instances.
     What I understand is that there was some concern about the restrictions on 125 in terms of their operational floor requirements and the days on which the balancing service would be suspended.  


So that’s the two kinds of feedback we have received.
     MS. CAMPBELL:  Thank you.  


Question 12, Exhibit C, tab 2, Schedule 1, paragraph 6.  And that paragraph -- sorry.  The reference there is, the statement that: 



“Enbridge has reviewed potential alternatives for 



providing a limited balancing service.”  


And the question is whether Enbridge sought input from potential customers on the potential alternatives for providing a limited load-balancing service.
     MS. GIRIDHAR:  The answer is, yes.  And, in fact, if you turn to Exhibit B, tab 2, page 7.
     MS. DUGUAY:  That was Schedule 1?
     MS. GIRIDHAR:  On Schedule 1, yes.  Sorry.  Yes.
     In paragraph 18, we have listed some of the suggestions from power generators.  And what we heard, basically, was two things.  


Yes, they would like to have a relatively low-cost limited-balancing option, because for the most part they want to be unbundled customers that do their own balancing.  So it seemed that providing a high-cost service that would require dedication of more assets, and therefore higher costs, was not particularly what was being looked at.
     As well, the suggestion the suggestion that we look to optimize the system by allowing certain counter-seasonal behaviour, such as packing in the winter and drafting in the summer, was also a suggestion that came from some power generators.

     MS. CAMPBELL:  Moving to question 13, Exhibit C, tab 2, schedule 1, paragraph 7, and these two sentences:  

“In developing the costs for load-balancing for Rate 125, Enbridge assumed that this service will rely on high-deliverability service but no incremental pipeline capacity to balance the customer.  This can be done by optimizing existing assets and encouraging power generation customers to act in a counter-seasonal manner, i.e., pack gas in winter and draft in the summer.”

How's Enbridge going to encourage that 

counter-seasonal behaviour?

     MS. GIRIDHAR:  The encouragement is through the use of incentives in the pricing of the service.  So, for instance, the way the balancing feature is priced, in the wintertime a customer can draft only up to 10 percent of a limit that's been established for them.  But they could pack up to the full limit.

     If they draft more than 10 percent, then they're

subject to cash-out provisions, which would be 150 percent of the price of gas on that day, which, one would presume,

would prompt the desired behaviour.

     The other thing, of course is that the company has

outlined in several place, to the extent that there is more

drafting and system integrity is compromised, then the

company would reserve the right to suspend service to the

customer.  That would be a second-level encouragement to

behave in the counter-seasonal manner described.

     MS. CAMPBELL:  What happens to your cost estimates if,

contrary to your expectations, they just don't behave well,

they don't react the way you want them to?

     MS. GIRIDHAR:  We see the costs as being borne by the

customer, either in terms of the cash-out provision that they would pay or in terms of not being able to receive service.

     MS. CAMPBELL:  Question 14.  This is Exhibit C, tab 2,

Schedule 1, paragraph 13(i), page 9, second paragraph.

     
When a customer uses the balancing provision, two

charges are applicable, the daily balancing charge and the cumulative balancing charge.  Are those charges cost-based or market-based?”

     MS. GIRIDHAR:  I think we outlined the pricing

principles we wanted to use for the balancing service in the pricing principles section.

     Having said that, essentially they are cost-based, and

I'll explain how that's so.  There's a market-based element to it as well.

     What we are proposing is that to the extent we've

used any dedicated assets to provide balancing, that those

costs be included in the pricing of the service.

     The way we have described option 1, the only dedicated

asset we've got is a portion of the high-deliverability

storage that would be developed for the market.  So we've

taken an allocation of that high-deliverability storage and

priced it, in fact, at an estimated cost, because we don't

know what the market price is going to be.

     As well, to the extent that that high-deliverability

storage is actually made available through the existence of

traditional storage, then there is an attribution at 100 percent load factor rate of the demand charges for

traditional storage, so those are two components to have

rate.

     And then, in addition, we've got -- the market-based

element here is that we do have cash-out provisions that are linked to the market price of gas that would apply if

the customer has is not compliant with the provisions of the balancing service.

     MS. CAMPBELL:  Question 15, Exhibit C, tab 2, schedule

1, paragraph 13(i), page 10:

“In some instances the company may suspend balancing provisions that could worsen system constraints.”  

Can you tell me what the instances are in which the company would suspend balancing provisions?

     MR. CHARLESON:  If you look at Exhibit C, tab 2,

schedule 2, on page 6.

     MS. CAMPBELL:  Mm-hmm.

     MR. CHARLESON:  In there, there is a list of the

circumstances that would call for an operational flow order, which include capacity constraints on system or portions of the system; where you could have forecast system demand reserves for short notice provided by the company, and allowances for power generation customers' balancing requirements, exceeding the facility capabilities; pressures on the system was a specific provision.  

I won't go through the whole list in the interests of time.

     MS. CAMPBELL:  Thank you.  You've given us the

reference.

     Question 16, Exhibit C, tab 2, schedule 1, paragraph

13, part A.

     
“The service contemplated under this rate is for 

single terminal location served using extra high-pressure main.”  

And the question is to explain if the proposed default balancing service under Rate 125 would also be applicable to a single-terminal location.

     MR. CHARLESON:  We've had some difficult, I think, in

understanding this question, so I'm wondering if you can try to rephrase it or help to clarify what it is that you're looking for here.

     MS. DUGUAY:  I'll give it a try.  So under Rate 125,

there's two services that are being made available.  The

first one being the distribution service under Rate 125, and the second one is a default load-balancing option.

     So the question is, if you look at the applicability

portion of Rate 125 -- sorry, I'm just trying to find the

reference here...

     MR. CHARLESON:  I think with what you've taken us to so far has helped clarify what the question is.  So our

response would be yes.

     MS. CAMPBELL:  God that was good.  Thank you so much. 

No, we're not done.

     MS. DUGUAY:  So what you're saying is that the default

balancing option would be available to a single customer.

     MS. GIRIDHAR:  That's right.

     MS. DUGUAY:  Okay.  And I guess looking at, or contrasting that to Union's proposal, they are planning to allow a family of customers to pool their load-balancing 

requirements, so if you could explain for the benefit of the panel why do you take that position, vis a vis Union's

proposal, for example?

     MS. GIRIDHAR:  Actually, maybe I should take you

through this strawman.

      If I could direct you to Exhibit C, tab 2, Schedule 2, page 2.

     MS. DUGUAY:  Yes.  I got that.

     MS. GIRIDHAR:  Okay.  If you look at the last

paragraph, under "nominations."  Essentially what we're 

saying here is that if you've got multiple Rate 125 

contracts, and the distribution contract is always to our

terminal location, right?  You can choose to pool your

nominations between a family of contracts under, you know,

whatever family of companies that choose to do this 

together.

     What we're saying is that, if you want to pool your

nominations, then the provisions of Rate 125 will still

apply at each terminal location but you can specify the

order in which you want it to apply.

     So, for instance, if you've got two plants that you're

nominating for together, and let's say you've nominated a

hundred units in total but the combined consumption of those two plants is 110 units.  There's one of two ways we can do it.  We can look at the consumption at each plant and then assign the balancing portion based on the consumption of each of two plants.  
     Or you can pre-order and you can say that:  Always assume that the first plant is always in balance and that the second plant takes any difference.


So we do allow for that feature, and I think that's similar to what Union is proposing.
     MS. DUGUAY:  Thank you, that's helpful.
     MS. CAMPBELL:  Okay.  We're close to the end. 


Rate 316.  Question 17, Exhibit C, tab 3, Schedule 1, paragraph 1.  



“Rate 316 provides for a highly flexible, 



high-deliverability storage service.”  


And the first question is:  Is there any feedback that you've received from generators on the proposed Rate 316?
     MR. GRANT:  We held a session with our generators in the early part of this year, and I think we had, generally, a receptive audience to the Rate 316 concepts.  I think they're all waiting for -- or that the, at the time, they were waiting for details to emerge as to exactly what this was going to be all about.  So that's the feedback that we've received to date.
     MS. CAMPBELL:  I take it, it was generally positive?
     MR. GRANT:  Yes, I think they were happy that we were moving forward with an unbundled storage option for them, if they so chose that option.  And obviously, the service is provided at Dawn, and that seemed to be understood as well by them that they would have to make other arrangements to move the gas into our own franchise.
     MS. CAMPBELL:  Is there any estimate of how many customers would use Rate 316?
     MR. GRANT:  No, there isn't.  It's unknown.  Once again, the open season process will tell us.
     MS. CAMPBELL:  Okay.  And following from that, when does Enbridge expect customers to take the service pursuant to 316?
     MR. GRANT:  It would be in 2008.
     MS. CAMPBELL:  Thank you.  


Question 18, Exhibit C, tab 3, schedule 1, paragraph 3.



“Revenues from the enhanced features of the 



proposed storage service should be recovered on 



market-based rates.  This would allow for 



benefit-sharing between unbundled and bundled 



customers.”


Can you explain the sharing mechanism between the unbundled and bundled customers?
     MR. GRANT:  Well, I think we had a discussion before the break about our floor pricing concept.


MS. CAMPBELL:  Mm-hmm.


MR. GRANT:  And so that, I think, deals with this sharing, if you will, or the concerns of the bundled customers.  So that's where one would start.


And obviously, if there are amounts above -- through the bidding process and the awarding of a contract revenues that exceed that amount, that also could be a debate as to who gets that.  And that may be a number of different parties interested.

     MS. DUGUAY:  I just have a follow-up question, and I'm sorry, I missed that earlier on.  When you were talking of the bidding process for Rate 316, would the bidding process be strictly a function of price, price and term, or how do you envisage that to work?
     MR. CHARLESON:  At this time we would envision it as being a combination of price and term, so, say total value.
     MS. DUGUAY:  Okay.  Thank you.  
     MS. CAMPBELL:  And the follow-up question under question 18 is:  



“Why should infranchise customers pay market-



based rates for receiving 1.2 percent storage 



deliverability from these proposed storage 



facilities when these customers are currently 



paying cost-based rates for this service?”
     MS. GIRIDHAR:  The answer is, they shouldn't.  In fact, the way this evidence is laid out we do identify that 1.2 percent deliverability would be in accordance with the Board-approved methodology, and that the market-based pricing would apply to the enhanced features of rate 316, enhanced meaning beyond what's currently mandated.
     MS. CAMPBELL:  Thank you.
     MS. DUGUAY:  Just to make sure I perfectly understand that, the 1.2 percent deliverability would be provided at cost?
     MS. GIRIDHAR:  That's right.  1.2 percent ratcheted deliverability.
     MS. DUGUAY:  Yes.
     MS. CAMPBELL:  Question 19, Exhibit C, tab 4, Schedule 1, paragraph 3.  



“While all direct customers have the ability to 



effectively transfer gas between franchise areas 



today using market services, there can be some 



challenges and limitations in the manner in which 



these types of transactions are conducted.”  


What are the market services that are referred to?
     MR. CHARLESON:  Some of the market services would include exchanges, also, you could do temporary transportation assignments or secure interruptible transportation, plus do a purchase or sale deal at either end of the transportation pipe.  So there's a combination of things that can be done to move gas between the franchise areas, and then also effect a transfer of the title to the gas.
     MS. CAMPBELL:  Who provides the market services?
     MR. CHARLESON:  Marketers, also Enbridge Gas Distribution will provide some of those services through its transactional services offerings.  Basically, any market participant that's holding transport could offer those types of services.
     MS. CAMPBELL:  And all those services would be under market-based rates?
     MR. CHARLESON:  Yes, that's correct.
     MS. CAMPBELL:  Question 20, Exhibit C, tab 4, Schedule 1, paragraph 4.



“Enbridge proposes that an enhanced title 



transfer service be introduced to the suite of 



balancing services.  The availability of this 



service would be dependent upon a comparable 



service offering being made available by the 



utility whose franchise the customer wants to 



transfer gas to.”
     Did Enbridge discuss this proposal with Union, Kingston, PUC, Kitchener, and NRG?
     MR. CHARLESON:  We've discussed this proposal with Union.  And we've been, actually, trying to develop some form of inter-franchise title transfer service for some time, so it was kind of a continuation of discussions that had been happening.


Union is generally receptive to the concept of these types of title transfers, but recognizes there are still details that have to be worked out around some of the mechanics of how it would work, how the settlement between Union and Enbridge would work, the timing of the transactions and other such nuances.
     MS. CAMPBELL:  What's required to co-ordinate the implementation of the enhanced title transfer?
     MR. CHARLESON:  I think part of it is the acceptance of this service by the Board, so, kind of, approval by the OEB of the service, and charges relating to the service.  Also, additional discussions between utilities that are involved regarding the true-up mechanism and the physical mechanics.  So I think probably the principal step is an endorsement by the Board that a service structured in such a manner makes sense, and then you can proceed with the mechanics and the implementation of it.
     MS. CAMPBELL:  Question 21, Exhibit C, schedule 1, paragraph 18.  



“It is critical that differences be considered 



when contemplating whether the title transfer of 



gas in storage between parties is strictly an 



administrate matter.”
     And the question is whether transferring gas from one contract to another, that has the same injection/withdrawal parameters, negatively impacts your storage operation.
     MR. GRANT:  Well, I think one of the key things to keep in mind here is that when you talk about injection/withdrawal parameters, one of the real keys from our standpoint is that the ratchets in this service would have to be exactly the same between those two customers.  And with that proviso, the answer is, no.  


And the answer to the second question within this question is also, no, with that proviso.
     MS. CAMPBELL:  Thank you.  And question 22, we are 

taking care of through a telephone conference call tomorrow.  So those are my questions.  Thank you very much.

     MS. SEBALJ:  Thank you.  I would suggest that we switch quickly with Mr. Brown's team.  And if we can get that done before lunch, that would be great, but as I say, we'll break at 1:00 for lunch.


CROSS-EXAMINATION BY MR. BROWN:
     MR. BROWN:  Morning, panel, or good afternoon.  My name's David Brown.  I'm here representing several generators, and some of them, indeed, are customers or customers to be of you.  

The entities I represent are the Sithe Global Power Companies, Goreway and Southdown, Portlands Energy Centre, and TransCanada Energy.  I’m not going to identify, when I ask the question on whose behalf it is made.  Just assume that the question is of interest to one of those three or four entities.

      I'd like to start with some questions on the proposed

storage that you have in your evidence, the Rate 316 

service.  And I will simply ask you a series of questions,

not necessarily in any coherent framework to this.  It's

more just to, on behalf of my clients, to get a better

understanding of the details of the services that you're

offering and what other flexibility and options might be

available.

     In terms of the Rate 316 service, can you confirm that

if a customer signed up for that service, that Rate 316

service would use the same number of nomination windows that would be available under Union's F24-T service.

     MS. GIRIDHAR:  Provided that the customer has

contracted for F24-T, yes.

     MR. BROWN:  Yes, I'm assuming that they would.  So if

you got one...

     MS. GIRIDHAR:  Yes.

     MR. BROWN:  You referred in your evidence this morning

on a few occasions to a Board-approved methodology to

ascertain the amount of cost-based storage space that's

available to an infranchise customer.

      Could you please explain that methodology?

     MS. GIRIDHAR:  The methodology looks at a customer's

average winter consumption and compares that to the annual

average, and then the difference between those two numbers

is multiplied by the number of days in the winter to arrive

at a total amount of space that the customer would qualify

for.

     MR. BROWN:  Is that 151 days?

     MS. GIRIDHAR:  151 days would reflect the storage

withdrawal cycle of the company.

     Traditionally, in the company's rate-making approach,

we have used 121 days, but we are open to using the actual

withdrawal cycle period, which is 151.

     MR. BROWN:  You're aware from Union's evidence that

they use 151.

     MS. GIRIDHAR:  That's is correct; yes.

     MR. BROWN:  You're prepared to bring yourself into line with Union?

     MS. GIRIDHAR:  That's right.

     MR. BROWN:  Does Enbridge considering the existing

methodology for allocating storage space to be appropriate to the needs of power generators whose seasonal demands are

different than most of your typical customers?

     MS. GIRIDHAR:  We recognize that the Board-approved

methodology may not yield the amount of storage space

and deliverability that power generators would require. 

However, the Board-approved methodology is based on the

nature of storage operations here, which are, essentially,

seasonal and essentially single-cycle in nature.  Which is

why we would propose that, since that storage operations are predicated on that particular kind of behaviour, any Board-approved methodology that's used to allocate 

cost-based storage should mimic that.  And to the extent that power generators have requirements that are different.  That they should be viewed as enhanced storage features and 

priced accordingly.

     MR. BROWN:  I appreciate that historically, your

customer base has not included power generators, so

therefore your allocation methodology would be based on the

customers that you did have.

     One of the purposes of this proceeding is to find out

what changes should be made because you've effectively got a new kind of customer coming on your system.

     Has Enbridge done any studies into whether it would be

appropriate to change the allocation methodology for storage in light of the characteristics and demands of this new group of customers that it has?

     MR. GRANT:  Well, I think to -- we haven't done a

comprehensive study.  I think our evidence lays out the

assumptions that we had to make in terms of load profile and expected dispatch, if you will, out of our storage 

operations.

     But what we have, based on that analysis, what we have

concluded is that the demands on our system are so unique

and so significant, potentially, that it is far outside the

existing set-up that we have and the existing capabilities.

      So I think any analysis has to start with, if you 

will, the physical realities.  So that's where we started, and that's where we have concluded that the profiles are such that it's high-deliverability that is

really required for the market.

     MR. BROWN:  Could I ask you by way of undertaking to

file a summary of those preliminary conclusions or analysis

that you performed that led you to conclude that the

requirements of generation customers for storage would be

far outside the parameters that your system could handle. 

What I'm trying to get at is if you've got a new class of customer that's infranchise, why not have a methodology that basically meets their needs, as different as they may be from existing customers.  You're saying you sort of looked at that, and those needs would take you outside the doable of your current system.  

Could you give an undertaking to put a bit of detail on that and in particular, how far outside the doable parameters it would take you.

     MR. GRANT:  I may be able to help now on that --

MR. BROWN:  Sure.

     MR. GRANT:  --on that question by providing a little

more granularity to what it is we've done.  

From our standpoint, from the storage standpoint, we have made an assumption that, first of all, you're going to have coincident peak requirements, that is to say, from the 

power -- the electrical system as well as the gas system.  So we're going to have very cold days in the wintertime, when those needs are going to be coincident with one another.

     So that was the first major assumption.  And that, by

the way, creates the bulk of the issue from our standpoint.

     We also recognize that in the summertime, when the gas

system's needs are at its lowest or are very predictable because we're simply injecting gas at a fairly steady rate through the injection cycle for the utility, that in those instances, on the particular days that a gas-fired generator may need gas it wasn't going to be a problem from a storage standpoint, because either through diversions or whatever, you could meet the needs of that customer on that day, or those groups of days, and therefore that wasn't a problem on those days.
     From a storage standpoint, though, the real issue comes down to late-season injection cycle where, having diverted quite a lot of gas that should have been going into storage or on the fill cycle to meet the immediate needs of gas-fired generators, one had to jam in a lot of gas at the end of that injection cycle for the rest of the system at very high rates.


And when we took a look at that issue, we said, Well, we may not have a particular problem in the month of July or the month of August when it's hottest out there and these generators are running, but we have to clean up the pieces in September and into October when we have to get all the gas in the ground and get ready for the winter for the rest of the customers.  And our preliminary analysis said we don't have the injectability.  That deliverability issue came back on the injection side.  We don't have that injectability today with our system.  So that became the other issue for us.


Those were the two big issues.  And it really pointed us down the road that says this market needs deliverability as much as anything else.
     MR. BROWN:  In terms of the higher-deliverability services that you are proposing, could you confirm that if a customer contracts for deliverability at a certain withdrawal rate, that the contract would provide that its injection rights would be at the same level as the withdrawal rights?  That is, is there going to be symmetry in these high-deliverability services between withdrawal rights and injection rights?
     MR. GRANT:  Well, I don't propose to negotiate terms of the service here, if you will, but --
     MR. BROWN:  I'm just asking whether this will be part of your tariff.
     MR. GRANT:  As a general principle, the injection rates and the withdrawal rates, we can handle up to the 200MMs per day, every day of the year.  So you could be in a situation where a customer in the middle of the winter, let's say, wants to withdraw gas at their maximum rate.  Let’s say they have a full 2 Bcf of space and the 200 or 10 percent deliverability, the 200.  


So on one day they want to withdraw 200, on the next day they want to inject 200.  And yes, we will be able to handle that.  We will physically be able to handle that.  We're setting our system up for that.
     MR. BROWN:  And is that symmetry of withdrawal and injection something that you were prepared to commit to in terms of tariff terms, or do I take it from your answer that this is going to be a contract-by-contract negotiation?
     MR. GRANT:  My sense is that it's going to be a negotiation, and again I go back to some earlier statements.  That very flexibility you and I just talked about is incredibly valuable, not just for power generators but for marketers in general.  And as a result, it would be part of that process of negotiating the final contract.
     MR. BROWN:  In terms of the Rate 316, you've indicated that the basic service will be a ratcheted service, as I recall.  But an additional fee, to be negotiated, the customer can get enhanced service, or they can eliminate the ratchets.  What ratchets would be part of the basic service?  Could you please give me what the levels would be?
     MR. GRANT:  We're talking about the ratcheted 316 service?
     MR. BROWN:  Yes.
     MR. GRANT:  Once again, this can be a negotiating feature between the customer and ourselves.  At a minimum, I would say, we're going to need one, perhaps two, ratchets.  And that would be our position to start with.  But if the customer is of the view that they can live with a greater number of ratchets than that, and that they would expect, obviously, some discounting in price as a result, that's between us and the customer and we can negotiate that.
     MR. BROWN:  And on a standard basis, where would you see those one to two ratchets kicking in?
     MR. GRANT:  I think it's -- I haven't done the analysis, but I think it's fair to say that we probably have to have the first ratchet kicking in with about half of the inventories left.
     MR. BROWN:  And where would you perceive the second ratchet kicking in, or have you given that thought?
     MR. GRANT:  I haven't given that any further thought.
     MR. BROWN:  Your strawman tariff, I think you described it this morning, for Rate 316, sets out three tiers of charge which relate to the different levels of deliverability that would be offered under this service.  As I read the tariff, it indicates that for 1.2 percent deliverability you've got a cost-based tariff or cost-based rate.  For the other two tiers you've got what would be a market-based rate, but they're blank at this particular point in time.
     My question is:  If I come to you, and I'm entitled as an infranchise customer to contract for Tier 1 service under 316, but I also want a bit more in terms of deliverability, do I effectively get credit for that first tier at cost-based service or will all of my storage and deliverability needs be charged to me at a higher tariff or at a higher tier?  

     MS. GIRIDHAR:  The answer is, yes.  The 1.2 percent deliverability would be at cost, and anything else that you were negotiating over and above that would be part of the bidding process.
     MR. BROWN:  So I am entitled to at-cost service for that first tier.
     MS. GIRIDHAR:  Mm-hmm.
     MR. BROWN:  And anything I add on above that will be an incremental charge to that cost base?
     MS. GIRIDHAR:  That's right.
     MR. BROWN:  Thank you for that clarification.  It wasn't clear from your evidence.
     Just dealing with the higher deliverability, and in particular the 10 percent deliverability service.  Based on your knowledge of today's market, what, in your view, is the value of the 10 percent deliverability with the ratchets that you have described?  Do you see value for the customer in that kind of service?
     MR. GRANT:  Yes.  I see a range of values for customers, depending on whether you're choosing ratcheted or unratcheted service.
     The highest value, in my mind, is unratcheted, firm service at 10 percent.  And one of the reasons - it's not the only reason, but it is one of the reasons - would be that it would allow for the customer to actively manage their inventories and minimize their investment in gas inventories.  


So that's just one of the benefits, but there are others.
     MR. BROWN:  What are they, as you see it?
     MR. GRANT:  Well, I think that -- again, I'm not trying to make a sales pitch here, and I'm certainly not trying to negotiate, but my view is --
     MR. BROWN:  Feel free to make the sales pitch, because I think people want to hear what your perspective is as to the advantages of these services.
     MR. GRANT:  That's fair.  That's fair.  


I think that a gas-fired generators -- I'll use a hypothetical example.  Let's say the gas-fired generator said to themselves, Okay, I don't really need 10 percent deliverability, I can live with 5 percent.  And I don't really need unratcheted service, I can live with ratcheted service.  The customer may still choose to contract for  unratcheted service at 10 percent because that would provide opportunities to trade around that capability within 13 miles - because that's how far we are - 13 miles of a very liquid trading point in North America.


That, to me, has value.  It has trading value.  And therefore our generator, or anyone else who is going to bid and win on these contracts, would be able to profit from that.  So that says to me there's value in the marketplace for that service.
     MR. BROWN:  In the load-balancing service you've described, you've indicated that under certain system constraints, the load-balancing will be suspended, and you term those OFO circumstances.  Would OFOs apply to the Rate

316 storage service?  Or is that a service that is firm all

times, every day of the year, no matter what?

     MS. GIRIDHAR:  Well, the OFOs were in the context of

constraints that could be either storage-related or transport-related, anything that prevents gas from --

suctioned amounts of gas from getting into a franchise area.

     316 is a Dawn-based storage service, so the services

flow, subject to the contracted parameters of the customer.   With respect to the customer's ability to actually get that gas into the franchise area, if there is a matching

transport element that's also firm, then the customer has

the ability to use both of them without regard to OFOs.

     MR. BROWN:  So your answer is no, OFOs will not apply to the 316 service?

     MS. GIRIDHAR:  That's right.  Force majeure probably

would but that's --

     MR. BROWN:  Arguably, OFOs are simply a different shade of force majeure, but we'll leave that for other days.

     In terms of the Rate 316 service, if the strawman

tariff that you filed did not have any specifics with

respect to the monthly customer charge, could you give us any indication of what's your best estimate of what that charge will be?

     MS. GIRIDHAR:  I don't really have an estimate at this point, because it's a function of the system costs that -- and the business process costs that are required to make this service available.

      Some of these costs are identified through the 

high-level scoping of the EnTrac changes that were part of

the rate implementation piece.  So I don't really have an

estimate at this point as to what that might be.

      Typically, our distribution service rate 300 that is

up for re-design at this point, I mean, it's got a customer

charge of $2,000 a month, negotiable.  And I know Union's

charges are in that ballpark as well.

     MR. BROWN:  You had a discussion this morning, or your

counsel had a discussion with various counsel regarding 

filing of an actual tariff rather than a strawman.  Is it

Enbridge's intention to at least file an actual tariff for the 316 service and the enhanced 125 in your 2007 rate case?

     MS. GIRIDHAR:  That is correct.

     MR. BROWN:  And what is the timing, anticipated timing for that?

     MR. CASS:  This is a question I responded to earlier

this week in a different proceeding.

     The target, and I emphasize the word "target," is for a filing by June the 1st, and the target-effective day date, of course, is for January 1 of 2007.

     MR. BROWN:  Thank you, Mr. Cass.

     If I could turn to your transportation service

proposals.  And I'll deal with the transportation and the

load-balancing associated with that at the same time.

     Let me start with the topic of OFOs.  I think Board

Counsel had asked you question as to what circumstances

would invoke OFOs.  You pointed to a list in your strawman tariff with certain circumstances.  When you read the opening language to that list, Enbridge makes it quite clear that the enumerated circumstances are not exhaustive and there could be others.

      From a contractual point of view, what are you going

to be offering your customers by way of contract terms?  Are you going to say, Look, here are the specific instances when we reserve the right to invoke an OFO; or will the contract be more open-ended than that?

     MS. GIRIDHAR:  I think it's fair to say it's

impossible to predict all possible circumstances when you're writing up a contract, so there has to be some flexibility built into the contract.

     MR. BROWN:  Depends on the eye of the beholder.  I

assume you're going keep it non-exhaustive with some

residual discretion in Enbridge?

     MS. GIRIDHAR:  That would be our intent.

     MR. BROWN:  May I ask why Enbridge considers it

necessary to add the OFO feature to the modified Rate 125

when that feature is not in the existing Rate 125?

     MS. GIRIDHAR:  The OFO feature is required as a

consequence of the fact that we're now offering a balancing

service, and the fact that this balancing service is

predicated on using existing transport assets.

      I think in the evidence you have laid out three

options in terms of how this balancing service could be

structured.  Option 3 of that would be that you would

actually, essentially, reserve capacity to meet the 

customer's hourly demand on upstream pipelines, in which

case it would cease to be a limited balancing service, it

would result in complete duplication of assets, transport

assets, for the customer.

     So the point I'm trying to make here is that we are

trying to provide a low-cost balancing -- limited-balancing

service to supplement the customer's own unbundled balancing arrangements.  We can do this in one of two ways.  It can be low-cost if, in fact, you identify some potential to optimize, but then realize that on peak days you really

can't be providing a firm balancing service, in which case

those will be over four days.

     Or it could choose to go out and contract and reserve

additional capacity such that you don't need over four days

but in that case the costs have to be borne by the customers for whom the services is being provided so it's a question of where customer's want to land.  There's two obligations, low cost with restrictions or high cost with fewer restrictions. 

MR. BROWN:  As part of formulating your 

modified Rate 125 proposal, did Enbridge conduct any

historical analysis to ascertain, based on past system

experience, how many days during course of the year Enbridge might invoke an OFO?

     MS. GIRIDHAR:  The intent of the OFO days is also to recognize that there are a certain number of years when we curtail our interruptible bundled customers.  Typically, we budget about 15 days of curtailment on a design basis.

      So, now --

     MR. BROWN:  Sorry to cut you off, but is that your

operating premise for the modified Rate 125 service that

you're budgeting potentially 15 days of OFO?

     MS. GIRIDHAR:  I'm just coming to that.  With our

existing interruptible customers we provide them four hours' notice of curtailment.  With the 125 service, we said that we will give a 24-hour notice of an OFO day.  Now, obviously, the longer the time between when you're declaring an OFO and when it actually takes effect means that you have to allow for a certain higher number of OFO days, because in the one case you can interrupt a customer at four hours’ notice and in the other case you have to give 24 hours notice which means you have to predict further out in advance.  

So it's reasonable to expect that we would allow

for something a little more than 15 days.

     MR. BROWN:  And have you actually formulated the best

estimate of what that would be?

     MS. GIRIDHAR:  We have looked at a couple of

historical years, but we really need to do a number of

exhaustive scenarios on how power generators would use the

balancing service, so we have to make some assumptions as to how they would -- how much gas they would actually deliver on that day, and how much they would use from the system.

     So, to that extent, the answer is we have not done an

exhaustive analysis.

     MR. BROWN:  Something more than 15?

     MS. GIRIDHAR:  Something more than 15.

     MR. BROWN:  And that would be during winter peak?

     MS. GIRIDHAR:  It could be winter, or there are times

when excessive packing of the system is also a constraint

for us.  That would be the late fall period, typically.  So

we could have OFO days in -- at those times as well.

     MR. BROWN:  So the end of the injection cycle and winter peak would be the two time periods where you would

see OFOs.

     MS. GIRIDHAR:  That's right.  Yes.

     MR. BROWN:  If Enbridge declares an OFO, is it only the Rate 125 customers who whose services will be affected or will services offered to other customers on the system also be affected?

     MS. GIRIDHAR:  Again, with our bundled customers, we

actually go out and plan to serve these customers, depending on whether they're firm or interruptible, and acquire the assets required to do that.

     So the intent of an OFO day is not to go and curtail

firm customers, because you already had systems in place to

provide them with gas.

     So the answer is that the intent of the OFO day is to minimize impacts on existing customers so that firm bundled customers continue to remain firm, and that interruptible bundled customers face no more curtailment than they would have otherwise.
     So the OFO essentially applies to the limited balancing service under 125.  

     MR. BROWN:  Right.  So, at the end of the day, the Rate 125 service with respect to transportation, if I can call it that, is firm, not interruptible, 365 days a year.
     MS. GIRIDHAR:  That's right.
     MR. BROWN:  But the load-balancing element of it may be interruptible on the OFO days.
     MS. GIRIDHAR:  Yes.  And I should note that, again, we've offered some flexibility there.
     We are saying that if it's the wintertime, on an OFO day, we are limiting your ability to draft the system, or are curtailing your ability to draft the system, but you are welcome to pack the system.  So operationally, if such a customer were to also have enhanced nomination windows, for example - I mean, if you look at Union's six additional nomination windows - what the customer's left uncovered for is really the last two hours of the gas day.  


So if the customer were to nominate an amount of gas that covered them off, as you mean, that it was probable that they may run in the last two hours on an unscheduled basis, then in fact they could be packing the system and they could still run.  


So what is being suspended is not the entire provision of load-balancing, what’s being suspended is that element of load balancing that could worsen system constraints for us, and that is season specific.  So it's draft in the winter, and pack in the late injection season.
     MR. BROWN:  Do I understand your proposal correctly that Rate 125 will couple both the transportation service and this load-balancing service?  That is, it's a semi-bundled kind of service?
     MS. GIRIDHAR:  Yes, and that's exactly what was requested of us.
     MR. BROWN:  From a customer's perspective - and that's a change over your current Rate 125 - could you please identify what you think, from a customer's perspective, would be the advantages of that system, and also what, from a customer's perspective, would be the risks associated with adding on this load balancing?
     MS. GIRIDHAR:  I actually believe that this is one of those instances where the customer's no worse off than today's Rate 125.  In other words, we have sought to preserve all the features of Rate 125 as it exists today, from a distribution perspective.  


From a load-balancing perspective, the advantage is that, whereas today you cannot be in imbalance by more than 2 percent without incurring cash-out provisions, we've expanded that such that the customer could have up to a 10 percent balancing service available on most days of the year.


So I really don't see a downside, with respect to the current Rate 125.  If anything, I think it's a more flexible enhanced service.
     MR. BROWN:  Your evidence describes a number of charges that will be levied with respect to the balancing services.  What forecast does Enbridge have as to the revenues that it will derive in its 2007 test year from those balancing services?  And is your forecasted revenue from that greater than your forecasted revenue from any imbalance charges you might earn under the current structured Rate 125?  Are you forecasting incrementally greater revenues by virtue of these new balancing features in Rate 125 than any imbalancing charges you might collect under the current rates?
     MS. GIRIDHAR:  I don't -- one second.
     We haven't actually done any kind of analysis, because we can't predict how much balancing a customer's going to use under 125.  


Again, what I would say is that, compared to the absence of the balancing service, you would expect a greater incidence of cash-out under the existing Rate 125 than you would with the proposed Rate 125.  In fact, the whole intent is to reduce the amount of times the customer would be in a cash-out situation.

     MR. BROWN:  In terms of the cash-out provisions that you have, what method did Enbridge use to calculate the cash-out price or cash-out penalty?
     MS. GIRIDHAR:  The cash-out penalty is no different from what's there currently in Rate 125.  And I don't have a copy of it here, but essentially it's based off the gas daily price at Niagara and Iroquois.
     MR. BROWN:  I should phrase the question in a different way.
     Is the amount of the cash-out designed to make Enbridge whole for certain costs that you will incur by virtue of the imbalance, or is it set on some other basis?
     MS. GIRIDHAR:  Currently, all cash-out revenues flow into the PGVA.  So they are intended to offset costs that the customer (sic) incurs on behalf of its bundled customers.
     MR. BROWN:  To offset costs that Enbridge incurs on behalf of its bundled customers?
     MS. GIRIDHAR:  That's right.  So the company does not -- the cash-out revenue does not go to the company, it flows back into the PGVA deferral account.
     MR. BROWN:  What costs would Enbridge incur on behalf of its bundled customers in the event that a Rate 125 customer was in an imbalance situation that would attract a cash-out?
     MR. CHARLESON:  Some of the costs that we can incur are potentially LBA charges from the upstream transporters.  That would be probably the most obvious provision.  You know, if we're unable to bring the system back into balance, we are going to incur those LBA charges.  We may have to call another spot or peaking supply.  


You know, we have to respond or do what we can to bring the system back into balance.  And it would be whatever market services we were able to secure at the time, and failing that, it would be the kind of penalties from the transportation companies that we would incur.
     MR. BROWN:  So is the cash-out charge designed to be a recovery by you of your best estimate of the costs that you would incur on behalf of other customers, or is there a punitive element to it?
     MS. GIRIDHAR:  I'd prefer to call it an incentive to conform.
     MR. BROWN:  You get the money, customers pay it.
     MS. GIRIDHAR:  The whole idea is to prevent certain kinds of behaviour.  So, in fact, if that were true, you would not get the money, because the customer would conform.  That's basically the principle behind incentive pricing, is that you induce a certain kind of behaviour such that the penalties are not incurred.
     MR. BROWN:  Mr. Charleson, I think you referred in this discussion to the load-balancing charges that you might incur upstream, from TransCanada or something like that.  


You're going to have a variety of generators connecting to your system.  Some will be direct connects to the TCPL system, others will be embedded within your distribution system.  On this issue of the possibility of Enbridge incurring a load-balancing charge from TCPL, do you see it possible to set up a mechanism whereby generators can be carved out of that potential exposure?  That is to say, instead of Enbridge coming to the generator saying you're going to have to be responsible for what we might be responsible to TransCanada for, allow the generator to deal directly with TransCanada and make its balancing arrangements with TransCanada?


So the question under that scenario, I would ask, is that possible?  Would it be possible for direct connects with dedicated lines to TCPL?  Would there also be a way to do it for those more deeply embedded in your system?   
     MR. CHARLESON:  I think that in responding to this, this is the potential for, say -- let's look at direct connect and the embedded ones separately.

     For a direct connect, I believe there is the opportunity, assuming, again, that the upstream transporter has the service, for there to be a separate LBA for that direct connect customer to have with the upstream transporter.  


In that case, we would not be able to provide, say, the load-balancing provisions under this service, because the load-balancing provisions rely or assume that Enbridge is able to rely on its overall delivery area and the  benefits it's able to get from balancing other loads that occur within the delivery area.

     So if you're looking from a direct-connect perspective, an LBA could be established through the contractual relationship that the generator had with the upstream service provider.

     From an embedded perspective, I think there are a lot more challenges there because you don't have that direct connection.  There's more -- they become part of the delivery area, and at this time I'm not aware of any services that would be able to, say, isolate that.

MR. BROWN:  Would metering, better metering, be able to overcome that potential challenge in those circumstances of more embedded generators?

     MR. CHARLESON:  That's one option that may be able to address some of those concerns.

     Obviously when you start looking at metering and how the metering information is being used, there's other potential legal or regulatory issues that also need to be understood around kind of sharing and use of that information.  But it is one potential alternative that could be explored.

     MR. BROWN:  You just mentioned the possibility of a unique LBA for a direct connect, dedicated line.  If I could shift a bit to the proposed TCPL short-notice service that we've heard about, I'm informed that that service is going to be offered on a point-to-point basis, which I guess, as things currently stand, translates into just your CDA and EDA.

     The question I have is, how are generator customers going to be able to take advantage of this TCPL service which is done on a point-to-point basis?  Are you going to have to set up, essentially, new TCPL kind of points within your system so that the generators can take advantage of this?

     MR. CHARLESON:  Again, at this time it's just a service that's being proposed by TCPL.  We're yet to see evidence as to what the final form of that service will be.

     But as it's being discussed or as it's being proposed, it is point-specific, and so you assume there would be the need for TCPL to establish some new delivery points within, say, the CDA.  So using one of your clients as an example, Sithe Goreway would have, where there's a direct connect, there would have to be a delivery point established at that interconnection point, and all the service would be channelled through that point, and the rest of the CDA would be kind of excluded from it.

     MR. BROWN:  And using my other client, Portlands

Energy Centre, as the other example, how would you see it working out for them?

     MR. CHARLESON:  At this point in time, as the service is being -- from any of the proposals that we've seen on the service, this service wouldn't be available to them.  We have had discussions with TransCanada around potential solutions, but none of that's been formalized.

     MR. BROWN:  What potential solutions do you see that would enable an embedded generator like Portlands Energy to be able to take advantage of a more flexible upstream service such as that being proposed by TransCanada?  What would need to be done?

     MR. CHARLESON:  The one alternative that has been discussed has focussed around metering, and can something be done from that perspective.

     But that hasn't been fleshed out with any degree of

detail around all the other issues that it could also give

rise to.

     MR. BROWN:  On the issue of upstream flexibility, the

other enhanced service that we've heard about in this

Technical Conference is from Union, their downstream

pipeline balancing services, which is a park and loan

service.

     I take it you're familiar with the details of that

proposal?

     MR. CHARLESON:  Yes, I am.

     MR. BROWN:  And do you see any obstacles to infranchise power generators of Enbridge being able to take advantage of that downstream park and balancing service.

     MR. CHARLESON:  I think the challenge that we see –- the only challenge, really, that we see with using that is,

there's still the need to move the gas from Parkway into the franchise area.  So it's what services will they use to move the gas from Parkway to the CDA.

     MR. BROWN:  But we hear that TransCanada is going to

come up with 96 nomination windows or something like that. 

So is it your expectation that a TransCanada service

proposal turns out to be, as you've heard here, that there

won't be any obstacles to Enbridge power generation 

customers being able to take advantage of the Union park and loan service?

     MR. CHARLESON:  Assuming that TransCanada files and has a service approved that enables it to offer the additional nomination windows that can serve the

types of plants that your clients look to operate, then, you know, if all those assumptions come true, then I would have to agree that, yes, there would be no obstacles to using that.

      The caveat to that being that also, Enbridge Gas

Distribution would not be in a position to provide an

enhanced -- the limited load-balancing service that's

proposed within the Rate 125.

     MR. BROWN:  Sorry.  Run that by me again.

     If a customer signs up for the enhanced Union and TCPL

services, they would not be eligible for the enhanced 

load-balancing features on Rate 125?

     MS. GIRIDHAR:  That is correct.  Because the balancing service on Rate 125 is predicated on that customer being part of our general delivery area.  If they have their own arrangement upstream of us, they couldn't possibly take that service as well.

     MR. BROWN:  So who's going to use your enhanced 125? 

And I ask that because we're in a proceeding where people

are looking for enhanced flexibility, operational

flexibility.  We've heard from two upstream transporters

that they're going to offer enhancements, but that the only way you can take advantage of them is if the downstream people allow for that to happen.

      How do you propose to have your infranchise generation customers take advantage of these enhanced services?

     MR. CHARLESON:  I think our -- you know, what we've

Indicated, and what I indicated earlier this morning in our

Presentation, was the compatibility of the upstream services is just as critical from the distribution perspective as the upstream -- as Union indicated yesterday, the compatibility of all the services.  You need all the pieces to align.

To the extent that the, you know, the services that

Union has put in their evidence and discussed yesterday are put in place, and to the extent that TransCanada moves forward with its FTSN service as it has been proposed – and again, that remains to be seen, what TransCanada's final service offering will be - we question the need for a power generator to have the enhanced load balancing service from Enbridge Gas Distribution.  And also we don't have the compatible upstream services that we require to be able to deliver the service as had been contemplated.

     MR. BROWN:  So if I, as a potential generator customer, you look at the suite of services that are available, determine that I want to go with the Union enhanced service, 10 nomination windows, all of that stuff, the balancing service, determine I want to take advantage of TransCanada's short-notice service, then what service do I contract with you for in order to get gas to my plant and get the benefit of those upstream enhancements?  

MS. GIRIDHAR:  You would be contracting for the distribution service under Rate 125, and essentially, if there is an imbalance, then you would be subject to the provisions of the upstream arrangement you have with TransCanada.

     MR. BROWN:  So I can separate the load-balancing

features of 125 from the distribution features?

     MS. GIRIDHAR:  That's correct.  Well, that's still --

just hold on.  Yes, that is correct.

     MR. BROWN:  Okay.  And if I contract only for the

distribution service from you under Rate 125, does the

tolerance remain at 2 percent?

     MS. GIRIDHAR:  That's right.

     MR. BROWN:  Is there any change in the rate for that

over your current Rate 125?

     MS. GIRIDHAR:  No, the distribution piece was arrived

at on an unbundled basis so that's not impacted.

     MR. BROWN:  To finish up on this issue of balancing,

one of the new features of the modified 125 is the MCI.

     MS. GIRIDHAR:  Mm-hmm.

     MR. BROWN:  Minimum customer imbalance, something like

that.

     MS. GIRIDHAR:  Contractual imbalance.

     MR. BROWN:  Thank you very much.  And the strawman that you that you filed as part of the evidence, I think you indicated that the MCI for a customer could be less than or equal to the customer's CD.
     MS. GIRIDHAR:  Right.
     MR. BROWN:  Could you please explain to me, in some detail, how you would go about calculating the MCI for a specific customer?
     MS. GIRIDHAR:  The reason why we laid out that provision, that it could be equal to or less than the CD, is that we wanted to understand the operational implications for the company in terms of providing this service, again, with the assumption around the availability of reserved higher nomination services.  The focus was entirely on what does the customer's maximum hourly take do to our ability to balance our system.

     So when we did that analysis, we felt that there are some customers who were large enough such that their hourly maximum volume could have a significant impact on the amount of imbalance that we could end up having, in aggregate.  So that would be one factor that would determine how much we could offer.
     Notionally, we've looked at something around 60 percent of CD for a very large generator, and that's sort of the basis on which we're working.
     MR. BROWN:  Is that a formula or a good feel?
     MS. GIRIDHAR:  It's a good-feel, at this point.
     MR. BROWN:  Is that your best estimate as to where you think you're going to end up, is at 60 percent?
     MS. GIRIDHAR:  At this point in time, yes.
     MR. BROWN:  If that's where -- the MCI that you're proposing, once you do calculate it for the customer, will it be fixed for all days of the year, or will it vary according to season?
     MS. GIRIDHAR:  The MCI is fixed; it’s contractually fixed.
     MR. BROWN:  Do you see any possibility of varying the amount of a customer's MCI if the customer was prepared to contract for a lower delivery pressure?  Have you got anything about the relationship between MCI and delivery pressure?  
     MS. GIRIDHAR:  I don't believe that that's come up in our internal discussions.
     MR. BROWN:  Could a customer contract for a greater amount of MCI?
     MS. GIRIDHAR:  Than?
     MR. BROWN:  Than that which you allocate under your 60 percent formula.
     MS. GIRIDHAR:  Well, I don't know for a fact that we land at the 60 percent of CD formula.
     MR. BROWN:  Using that as a placeholder.


MS. GIRIDHAR:  Yeah, but the whole idea of the MCI is that we wouldn't want to make available anything that we could not handle.  So if you make the determination that 60 percent is what we could handle, then that would be the maximum.
     MR. BROWN:  You recognize, I think, in your evidence, that on certain days a customer's imbalance might be in the right direction, given the way your system is operating.


MS. GIRIDHAR:  Mm-hm.


MR. BROWN:  Are you proposing to waive any imbalance charge, whether daily or cumulative, for those days on which a customer's imbalance might be in the right direction vis-à-vis system operating conditions?
     MS. GIRIDHAR:  We're proposing to do that on operational floor days, or the OFO days, because on those days we've actually suspended the customer's ability to be in a -- for example, if it's a winter OFO you're looking at, we've suspended the customer's ability to be in a draft position; therefore, they have to be in a packed position.  And on those days, we're proposing to waive the daily and the cumulative imbalance fees.
     MR. BROWN:  But given on these other days that I've just described, there would be a benefit to overall system operations in light of the customer's particular imbalance, do you think it would be reasonable to consider waiving the imbalance charges for those days?
     MR. CHARLESON:  I think we have to be careful, though, in looking at these imbalances that come on a particular day.  While they may be in the right direction, Enbridge Gas Distribution is still going to have to take action to bring itself back into overall balance on the system on those days.  


So even though it may be in the right direction, say, on a cold day, an over-delivery, if it's happening during the course of the day, we're going to either have to adjust or back off on our deliveries.  And if the imbalance occurs beyond, say, the last nomination window available to us, we may still incur LBAs for having packed the system on a day.
    So even though it may be in the right direction, there are still costs or implications that arise from that.  And that's why I don't see it as being reasonable to waive the charges in those circumstances.
     MR. BROWN:  One final set of questions on compatibility with upstream services.
     Union's also proposing this upstream balancing -- upstream pipeline balancing service which would affect the number of hours during the day over which deliveries are made on the Dawn-Parkway system.  Do you see your Rate 25, either as a simple distribution service or as an enhanced load-balancing service, as able to accommodate that proposal by Union?  
     MR. CHARLESON:  We haven't worked through specific examples with Union in terms of how it may affect us within our control centres, but our expectation would be that we would be able to deal with that within the 125 service.
     MR. BROWN:  When you actually file formal tariffs for your Rate 125 enhanced service, are you going to be able to say at that point of time, formally, whether you will be able to accommodate that Union upstream service?
     MR. CHARLESON:  We should be able to, yes.
     MR. BROWN:  And is it your expectation that you will?
     MR. CHARLESON:  Yes.
     MR. BROWN:  Two quick questions back on the balancing fees.  


The cumulative imbalance fee that you have set out in your strawman proposal, or your tariff, is that a cost-based or a market-based fee? 
     MS. GIRIDHAR:  It's predominantly cost-based.  What we've done is we've taken an allocation of the high-deliverability storage that we propose to build as filed, and we've taken an allocation based on what we know the costs are going to be.  So it's not fully reflective of what the market value of that storage might be for this piece.  The 316 is predicated on a market offering.
     In addition to that, we also have an allocation of our existing storage space and demand charges.  So those are the two components that make up the cumulative charge.
     The daily charge is a reflection of our injection/withdrawal charges, as well as fuel costs on M12 -- the transport-related fuel costs as well.
     MR. BROWN:  So I gather from what you're saying, the daily is a hundred percent cost-based.
     MS. GIRIDHAR:  That's right.
     MR. BROWN:  And the cumulative is predominantly --
     MS. GIRIDHAR:  Cost-based.
     MR. BROWN:  Cost-based.
     Authorized overrun on your 125, just one question there.  


Your evidence indicates that Enbridge, in its discretion, would authorize overruns, but the availability would only be for limited periods during each month.


MS. GIRIDHAR:  Mm-hm.


MR. BROWN:  Could you flesh that out a bit?  Under what circumstances do you see you being able to approve overruns for 125 customers who are on non-dedicated lines?  


MS. GIRIDHAR:  The idea behind an authorized demand overrun is that you expect customers to contract appropriately for their full requirements, but you recognize that there may be the odd occasion where they may need to go beyond that.  The expectation is that a customer shouldn't have to do this more than five times in a year.  If they do, then, in fact, they should have contracted for the higher level of contract demand.
     So that's the extent of the availability.
     MR. BROWN:  Up to five days, then your CD resets.


MS. GIRIDHAR:  That’s right.


MR. BROWN:  Okay.


I'm not sure whether you were here yesterday.  Mr. Cass was.  On this issue of enhanced nomination windows that Union is proposing, there was some discussion as to whether Union might be able to offer more than the additional windows that are part of this evidence.  It said, yes, it might.  It would depend on customer consensus.  


If a customer consensus was reached and Union agreed to offer more than -- or further nomination windows, would your Rate 125 service be able to accommodate that?  


MS. GIRIDHAR:  Yes.  The language in the tariff says that we would offer whatever is available upstream of us, and which the customer has specifically contracted for.

     MR. BROWN:  No restriction.

     MS. GIRIDHAR:  That's right.

     MR. BROWN:  Title transfers in storage.  You are

proposing that in-ground title transfers can take place

between apples and apples, that is, if contract service

parameters for one customer are identical to those for the

other, you will treat it as a below ground, if they're

different you will treat it, as I understand it, as an above ground.

     There may be certain times during the year -- take the

summer, for example -- where a title transfer between a 

low-deliverability customer to a high-deliverability customer might actually, again, sort of be in sync with and bring a benefit to your system.  Do you see modifying your proposal so as to accommodate below-ground title transfers during those times when the direction between customer 1 and customer 2, in terms of deliverability, is in line with your injection and withdrawal needs as a system?

     MR. CHARLESON:  Our view on that would be, no, that we

want to be able to treat title transfers of gas and storage

on a consistent basis year around.  While the customer or

the storage contract holder may feel that what they're doing is something that's of benefit to the system, there may be other operational considerations happening within our storage pools at a point in time that may mean that it is actually having a negative effect or is not having, say, the impact that the storage contract holder believes it's having.

      And again, it's getting down -- you don't want to fall into a situation where judgment has to be applied each time, where a title transfer is requested.  Does it benefit?  Does it not benefit?  It's easier to have a standard set of rules that's applicable year-round that all market participants understand and are able to work within.

     MR. BROWN:  Just following up on that latter point of

yours.  Would you see it possible to put in place an arrangement whereby if there was a proposed transfer from a customer at 1.2 percent deliverability to one at 10 percent deliverability, you could treat it underground, at least to the extent of the 1.2 percent?  

     MR. GRANT:  I don't think we're in a position today to

answer yes or no on that so we'll need to undertake to follow-up and provide a written response.

     MR. BROWN:  I'd appreciate that.

     MS. SEBALJ:  Sorry.  I've lost my undertaking numbers. 

I think we're on EGD number 3.  And can you describe it for

me?  Sorry.

     MR. BROWN:  Yes.  The undertaking is a request to inquire of Enbridge whether they could consider the feasibility of an arrangement whereby an underground title transfer from a 1.2 percent deliverability customer to a 10 percent customer could take place with the 10 percent customer receiving what I will call as the equivalent of that 1.2 percent deliverability, and that would be treated as an underground transfer.

EGD UNDERTAKING NO. 3:  TO ADVISE whether Enbridge could consider the feasibility of an arrangement whereby an underground title transfer from a 1.2-percent deliverability customer to a 10 percent customer could take place with the 10 percent customer receiving the equivalent of that 1.2 percent deliverability, and that would be treated as an underground transfer

     MR. BROWN:  One final question, panel.  There was some

talk, I think, about park-and-loan services at Dawn.  And

would Enbridge foresee an ability to provide a firm 

park-and-loan service at Dawn if it was to construct some of these new high-deliverability facilities?       

MR. CHARLESON:  I believe we offer firm park and loan

services today, through our transactional services activities.  It's just a matter of, they're not necessarily available 365 days a year.

     MR. BROWN:  So they're more short-term in nature.

     MR. CHARLESON:  More short-term in nature.

     MR. BROWN:  If you go ahead with this construction

build, of enhanced deliverability services, do you see being able to offer a park and loan at Dawn on a 365 day a year firm?

     MR. CHARLESON:  I guess the one question I would have,

when you talk about doing a park and loan for 365 days, 

how's that different from holding storage contract?  

     MR. BROWN:  I guess when I was referring to 365 days a

year, I was really saying available on any day of the year. 

And I guess the benefit of the service would be, instead of

a customer having to hold inventory with Enbridge, it could, for a period of a few days, get a park and loan.

     MR. CHARLESON:  I don't think we'd be able to say we

could do that on a firm basis 365 days a year.  You always

need, for any hard transactional services activities, they

will only be offered to the extent that it doesn't negatively impact our distribution customers, and adding additional facilities and, you know the enhancements that are talked about within our evidence, I wouldn't see changing that criteria for the way in which we offer transactional services.

     MR. BROWN:  Thank you very much, panel, for your

assistance, and I'd like to thank others for their

indulgence in letting me take this position.

     MS. SEBALJ:  Thank you very much, Mr. Brown.  Let's

break for lunch and be back at 2:15.

     MR. CASS:  Kristi, is it possible that we might make it back by 2:00, to do our best to keep things moving today?  Is that pressing people too much?

     MS. SEBALJ:  Any major objections from anyone?  That's

fine by me.  Let's reconvene at 2:00.

--- Luncheon recess taken at 1:11 p.m.


--- On resuming at 2:00 p.m.
     MS. SEBALJ:  Good afternoon, everyone.  Let's resume with TCPL and Mr. Keys.


CROSS-EXAMINATION BY MR. KEYS:
     MR. KEYS:  Good afternoon, panel.  My name is Patrick Keys, and I'm representing TransCanada PipeLines Limited.
     I'd like to start by discussing with you, Mr. Grant, an opening remark you made this morning where you characterized storage as the shock absorber for short-notice peak loads.  Do you recall that?
     MR. GRANT:  Yes.  Not the only shock absorber, but a major one.


MR. KEYS:  And that's what I'd like to explore for a minute, Mr. Grant.  


When Enbridge experiences such a demand, that being a short-notice peaking demand, the first physical impact is to Enbridge's line pack in the area; is that right?  

     MR. GRANT:  There could be a line pack impact, yes, as the first one.
     MR. KEYS:  Well, that is the first physical impact; right?
     MR. GRANT:  Yes.
     MR. KEYS:  And I understand that Enbridge is entirely dependent on upstream pipelines, such as TransCanada and Union, for its supply; right?
     MR. GRANT:  Yes.
     MR. KEYS:  So when Enbridge's line pack begins to drop because of that immediate short-notice peaking load, the upstream pipelines will immediately react in a physical sense; right?
     MR. GRANT:  Yes.
     MR. KEYS:  So if the load, for example, was located in the Enbridge EDA, the upstream pipeline would immediately react is TransCanada's main line; right?
     MR. GRANT:  Yes.
     MR. KEYS:  And would you agree, then, that the large quantity of gas that might be drawn on by that load and consumed on a short-notice basis by the power customers would have physical impacts on TransCanada's main line?
     MR. GRANT:  Yes.
     MR. KEYS:  I'd like to reference, in my second question, the second question that came from the Board hearing team this morning.  It might help you if you had that available to turn it up.
     Specifically, Ms. Campbell asked if Enbridge would be able to offer six additional nomination windows to power generation customers that Union's proposing in their in their end-year submission, and I understood the crisp answer to be, yes.
     MS. GIRIDHAR:  Yes.
     MR. KEYS:  And along similar lines, would be Enbridge be able to offer the 96 nomination windows to power generator customers that TCPL has conceptually discussed under its proposed FTSN service?  I'm hoping for an equally crisp answer.
     MS. GIRIDHAR:  Yes.
     MR. KEYS:  Thank you.  


If we could turn to Enbridge's evidence, please, Exhibit A, tab 1, schedule 1, page 2 of 4.  


And particularly, in paragraph 7, Enbridge lists several items it's concluded are necessary for it to meet the service requirements of power generation customers.  And Enbridge states that the first item is "new upstream services from its upstream service providers;" those being Union and TransCanada.
     What new services does Enbridge believe it requires specifically from TransCanada to meet the requirements of power generation customers?
     MR. CHARLESON:  I think, as I indicated earlier this morning, in our opening remarks, the two key elements that we believe are necessary are, first, additional nomination windows, and the second being reservation of capacity to the delivery area.
     MR. KEYS:  And you mention those are the two key elements.  Are those the only two elements that you were referring to in this statement?
     MR. CHARLESON:  Yes, I believe so.
     MR. KEYS:  Are these the same new service elements that Enbridge believes it requires from Union?
     MR. CHARLESON:  Yes.  
     MR. KEYS:  If we could take a look at Exhibit B, please, tab 2, schedule 1, on page 7 and 8, and particularly paragraph 18.
     Enbridge states here it has determined through consultation with potential power customers that these customers want Enbridge to examine and offer a number of services.  And Enbridge lists seven items, and the second item is:  "Facilitate flexibility offered by upstream pipelines." 


What does Enbridge mean by the word "facilitate" in this passage?
     MR. CHARLESON:  That would be that we accept the nomination windows that are made available by the upstream pipelines.
     MR. KEYS:  Would “facilitate” also encompass support for new service offerings by upstream pipelines that would meet the requirements of Enbridge?
     MR. CHARLESON:  I would say to the extent that we believed the services being proposed were appropriately designed, yes.
     MR. KEYS:  If we could take a look at tab 3, schedule 1, page 8, please.  Paragraphs 17 and the 18 are the ones I'm interested in, if you wanted to have a quick look at those before we get started.
     It says specifically in paragraph 17, Enbridge is  saying it may need to contract for incremental upstream transportation services and also additional storage flexibility and deliverability in order to provide these balancing services to new gas-fired generation customers.
     And then in paragraph 18, third line up from the bottom, Enbridge states that it expects to gain efficiencies in the provision of these services through the co-ordination of these load-balances activities for the load balances it performs for other customers within the delivery areas.


Would you please explain how Enbridge can gain efficiencies in the provision of services to power generation customers through co-ordination of its load-balancing activities for these customers with the load-balancing activities that it performs for other customers?
     MR. CHARLESON:  What we do -- as I indicated, again, in our opening remarks, currently Enbridge Gas Distribution balances the load for all of its bundled customers on a daily basis.  Associated with that load, well, there's a large volume of gas associated with that load.  And during the course of the day, you're going to have pluses and minuses, you're going to have fluctuations in the load and demand.  But you've got a large pool of gas that you're then managing the fluctuations within.
     When you add in the power generation load, it's added into that pool.  So, assuming that you have, say, 2 Bcf a day of demand within the franchise area and there's fluctuations in that demand, say even if it fluctuates by as much as 10 percent, that's 200 million a day in fluctuation that can occur.  You can add in another, say, 500 million a day in power generation load; it's a percentage increase on to the overall demand.  


And with any demand you're going to have load swings in different directions, and there's going to be offsets that will occur.  By bringing the power generation load into that larger pool, you are able to gain efficiency from offsetting.  You know, if there's an overage on the power generation side, you may have an underage from one of your industrial customers.  Or you have a reduction in temperature that leads to a reduction in demand.  So it allows you to balance off the various demands.
     If you have the power generation load sitting in isolation, there is no efficiency gained by it.  You have to match whatever the demand is, whatever the load is there.  Again, it's a pooling concept

     MR. KEYS:  If we could stay on tab 3, schedule 1, back

on page 3 of 9, please, paragraph 5.  About the third line

down in paragraph 5, Enbridge states:

“Gas cannot be made available into Enbridge

          Gas Distribution's franchise area by any 

          means other than those provided by upstream

          transportation companies."

And with that statement in mind, I wanted to set up a

scenario for you, and it might be best handled by way of

undertaking, and I'll give you advance notice of that.

      The Enbridge CDA of TransCanada's mainline system

feeds the Enbridge franchise area through four distinct

segments, and I understand those to be the Barrie to Toronto or Maple Line, the Montreal line, or Maple East to Bowmanville, the Parkway to Maple Line, and the Niagara 

Line.   Is that correct?

     MR. CHARLESON:  It seems correct but I'm not expert in

all TransCanada's routes.

     MR. KEYS:  Can you take that subject to check?

     MR. CHARLESON:  Yes, I will.

     MR. KEYS:  And what I'm looking for is a description

from Enbridge how, today, under its existing services, it

would manage a short-notice, large increase or decrease in

load within its franchise area that received upstream supply from each of these four pipeline segments into the CDA.

     MR. CHARLESON:  Sorry, can you just repeat that?

     MR. KEYS:  I'm looking for a description from Enbridge

how it would manage under its existing services today a

short-notice large increase or decrease in load within the

franchise area it's receiving upstream supply from each of

these four pipeline segments. And then I'm also interested in the description of how Enbridge would manage the same type of load under proposed services if there's a difference.  That's why I offer that might be best handled through an undertaking respond, if you were prepared to give that.

     MR. CHARLESON:  No, I believe I can answer the 

question.

     In terms of how we manage, say, a large increase in

load today, we use the existing nomination windows.  The key service that we rely on is the use of the STS service,

again, I'm assuming swings in load are, you know, are 

occurring at a time when we're able to adjust their

nominations through the nomination windows.  So we make use of the existing nomination windows that are available.

     If, you know, there's an increase in demand, we will

look to nominate more gas out of storage through Union's

system, through our M12 capacity, and then through using

TransCanada's STS service to balance out that demand, or,

conversely, if we need to move the gas away from the

franchise area through the same nomination windows but more

using a westerly flow on that gas.

     So that's, say, under the current suite of services.

     MR. KEYS:  Okay.  Sorry to interrupt you, 

Mr. Charleson.  I understand that that would be the way

Enbridge would manage the load on a daily basis.  I'm

particularly interested in how it would manage the load on a short-notice basis, an immediate basis.

     MR. CHARLESON:  I think that's where we've identified

within our evidence that there's shortcomings in terms of

the upstream services and that enhancements are required to

the upstream services to be able to support these loads.

     MR. KEYS:  And should I take from that response, then,

that Enbridge believes those upstream short-notice services

are necessary in order to properly manage the short-notice

nature of those loads?

     MR. CHARLESON:  Yes, we've indicated the need for

additional nomination windows and the reservation of

capacity.  Both of those are elements that are required to

be able to meet the short-notice-type services.

     MR. KEYS:  Thank you.  I'm sorry I interrupted you. 

Were you going to the second scenario, then, how Enbridge

would manage the load under its proposed services, if

different?

     MR. CHARLESON:  Again the only -- in terms of our 

proposed services, as we've indicated in our evidence here,

we're going to be dependent on the services that are made

available by the upstream transportation companies.

      The services that Union Gas has provided in evidence

will help to provide, say, the flexibility to move gas to

Parkway.  It's still unclear how we would be able to move

the gas from Parkway into the distribution system or into

the CDA as there's no proposed services that we're aware of

right now that would allow for that.

     MR. KEYS:  Panel, if you could turn up tab 3, schedule

3, page 1, please.  And in particular I'm interested in

paragraph 2 on page 1 of 5.

     And in paragraph 2 Enbridge states that there are three key areas of change which distinguish the provision of unbundled rates and services from that of the bundled rates and services currently being offered:  First, the system measurement issues; second, operating parameters; and third, billing implications.

And under the first area, system measurement issues,

Enbridge suggests more frequent metering data, possibly 

hourly, and infrastructure changes to gather and record

these data are required. 

Can you explain, please, why Enbridge requires more frequent metering data?

     MS. SARNOVSKY:  Basically, the more frequent metering

data is required in order to administer all of the 

parameters of the new services and the rates of the 

unbundled offerings.

     MR. KEYS:  Can you elaborate at all, Ms. Sarnovsky, on

what you mean by “needed to administer the new rates”?

     MS. SARNOVSKY:  With respect to the distribution

contract for these customers, there is an hourly maximum

pursuant to that contract.  So customers would need to know

on an hourly basis.

     With respect to, I guess, the more frequent nominations windows, again, in order to balance to that hourly max, they would need more frequent data provided to them in order to take advantage and balance appropriately.

     MR. KEYS:  And is the additional infrastructure that's

mentioned under this first key area of change, is that 

infrastructure necessary or, rather, will that 

infrastructure be necessary in order to gather more frequent metering data?  Is that what you're referring to?

     MS. SARNOVSKY:  That's correct.  It's changes to our

current AMR database to actually poll and get access and to that information on an hourly basis.

     MR. KEYS:  So those are IT infrastructure changes as

opposed to physically field, I'll calm them, changes?

     MS. SARNOVSKY:  There are some system-related changes. 

As I indicated, I guess this morning, the changes that we're talking about are relatively minor, less than $5,000 per year for the infrastructure changes and the ongoing 

monitoring of the hourly fees.

     MR. KEYS:  In relation to the second key parameter

labelled as "operating parameters," would you please describe what changes may be required for each of the listed activities that are under that key parameter?  And for the record, those were supporting hourly nominations, tracking and reporting daily and cumulative volumetric imbalances; calculate daily cumulative imbalance charges; and modify existing information systems to effectively monitor compliance with these parameters.

     MS. SARNOVSKY:  With respect to the operating parameters, those are basically the changes that are required to our existing system that's used to monitor the compliance parameters for bundled services.
     If you look at the attachment, which is entitled:   "The NGEIR impact analysis," it's basically broken down by functional component of the existing system, as to what specifically is required to accommodate these types of changes.  So it's basically the compliance monitoring and tracking mechanisms that are used specifically, though, to support an unbundled environment.
     MR. KEYS:  Lastly, then, in relation to the third key area, billing implications, would you please describe what system billing modifications Enbridge believes may be required?
     MS. SARNOVSKY:  With the implementation of the new rates and compliance charges, there are obviously new transaction types that would be required in our large-volume billing system to accommodate the parameters within the new rate structures.  So it's primarily that; those types of changes.  And they are identified as well within this document.
     MR. KEYS:  If I could take you now, please, to tab 1, schedule 1, page 8.
     MS. GIRIDHAR:  Exhibit?
     MR. KEYS:  I'm sorry, Exhibit B.  Paragraph 13, specifically, on page 8 of 11.
     In that paragraph, Enbridge indicates that 6.7 Bcf of its storage capacity at Tecumseh is under contract with Union.  Are you able to tell me what the expiry date for that contract with Union is?
     MR. GRANT:  The service to Union relates to the fact that they own rights to a portion of one of our pools, and they own rights to another pool.  So, as a result of that, there are long-term contracts in place.


I believe the one contract was renewed -- excuse me.
     Subject to check, I think the one contract was a 10-year contract, and it was renewed about a year ago.  But I should go back and check the parameters, just to be sure.
     MR. KEYS:  Would you take that as an undertaking?
     MR. GRANT:  Yes, I will. 


MR. KEYS:  And I gathered from your remarks that there is more than one contract?
      MR. GRANT:  That's right.  It's related to, as I said, to rights that they have to portions of one particular pool, and the rights that they have to another pool.  And these were acquired at different times.
     MR. KEYS:  Could you perhaps expand your undertaking response, then, to identify how many contracts there are and what the expiry dates are for each of the contracts, please?
     MS. SEBALJ:  That's a yes to the undertaking?
     MR. GRANT:  Yes.
     MS. SEBALJ:  That's undertaking EGD No. 4, and it is to provide the number of contracts with Union as well as their expiry date for storage. 


EGD UNDERTAKING NO. 4:  TO PROVIDE THE NUMBER OF AND 
LENGTH OF CONTRACTS EGD HAS WITH UNION IN RELATION TO 
THE TECUMSEH STORAGE CAPACITY. 
     MR. KEYS:  Thank you, panel.  That concludes my questions.  And thank you to those that have indulged us and allowed us to jump the queue.
     MS. SEBALJ:  Thank you, Mr. Keys.  


I think Mr. Thompson is next in the queue.


CROSS-EXAMINATION BY MR. THOMPSON:
     MR. THOMPSON:  Good afternoon, panel.  To start this off on a little lighter note, if I might, at Exhibit B, tab 1, schedule 1, page 8, question 8, you describe the situation where you get up in the morning, you let the cat out and the furnace kicks on.  You light up the stove, you put on some water, the coffee's wafting through the kitchen, the bacon and eggs go on.  That's the morning lift.
     So I want you to think of this examination as your afternoon lift.  


And it will be as tedious as the others that have preceded me, but I will start -- yesterday I sort of hopped around, and I think the best way to go is just to start at the beginning and plough through to the end.
     So I'd like to start at Exhibit A, tab 1, schedule 1, page 1.  And in paragraph 1, actually, line 2, you distinguish between balancing services, storage services, and distribution services, and rates.  Do you see that?
     And what I'd like to understand is what falls within the ambit of balancing services.  And am I correct that what EGD does for its system and direct-purchase customers is use its integrated upstream transportation distribution and storage resources to provide those customers with a  balancing of their loads?
     MR. CHARLESON:  Yes, that's correct.
     MR. THOMPSON:  And am I correct that that would be characterized as the balancing services?
     MS. GIRIDHAR:  Yes, that's correct.
     MR. THOMPSON:  And in terms of the services that you provide currently to both system-gas and direct-purchase customers we have bundled services, and for direct-purchasers am I right that that would be bundled T-service?
     MS. GIRIDHAR:  That is correct.
     MR. THOMPSON:  And is the bundled T-service that's available, is it Western Canada bundled-T, is that what you mean when you said bundled T-service? 
     MS. GIRIDHAR:  It could be either.  It could be Western or Ontario.  When we say "bundled," what we are referring to is the fact that the balancing is bundled in with the distribution to these customers.
     MR. THOMPSON:  And so that Western Canada bundled-T is one form of the bundled service, and then Ontario T-services is another form, and in that scenario, the shipper has its own capacity or uses somebody else's to move the gas to a receipt point on the Enbridge system.  Is that right?
     MS. GIRIDHAR:  That is correct.
     MR. THOMPSON:  Okay.  


But once it gets there, then the delivery and the in and out of storage is a service provided by Enbridge, and that's part of the bundling?
     MS. GIRIDHAR:  That is correct.
     MR. THOMPSON:  And you have the 300 series of rates, which I understand -- is that unbundled service, as far as you're concerned?
     MS. GIRIDHAR:  Yes.
     MR. THOMPSON:  And currently are there any customers on the rate 300 series of rates?
    MS. GIRIDHAR:  We have one landfill site on 305,

which is the interruptible version of rate 300.

     MR. THOMPSON:  Right.  And that series of rates is in

the midst of a re-design which is going to be filed later in these proceedings, as I understand it?

     MS. GIRIDHAR:  That is correct.

     MR. THOMPSON:  And before us now are rates 125 and rate 316.  And is Rate 125 bundled or unbundled?  I think this there was some discussion of in this morning.

     MS. GIRIDHAR:  Rate 125 as it currently stands is an

unbundled distribution rate.  What the company's proposing

is to add a balancing feature to this rate.

     MR. THOMPSON:  Right.  And that is a backstop balancing, is it?

     MS. GIRIDHAR:  That's right.  It's a limited balancing on a back-stopping feature.

     MR. THOMPSON:  And 316, is that bundled or unbundled? 

It's unbundled storage, I think.

     MS. GIRIDHAR:  That is correct.

     MR. THOMPSON:  So this balancing service that is

provided to bundled customers, Western Canada T or Ontario 

T, is it fair -- well, is it an integral part of the 

delivery service you provide to your customers?

     MS. GIRIDHAR:  The balancing of the loads?

     MR. THOMPSON:  Yes.

     MS. GIRIDHAR:  Yes, it is.

     MR. THOMPSON:  Right.  And you use assets in rate base

to provide it?

     MS. GIRIDHAR:  As well as contracted for capacity.

     MR. THOMPSON:  Okay, and so within integrated Enbridge

System, we have the distribution network.

     MS. GIRIDHAR:  Yes.

     MR. THOMPSON:  Correct?  We have the storage system,

and then we have the Union M12.

     MS. GIRIDHAR:  Yes.

     MR. THOMPSON:  Okay.  And so then in the same line 2 there's a discussion of storage services.  And can you distinguish the storage service from the balancing service for me?

     MS. GIRIDHAR:  As part of what's filed in this 

proceeding or as understood by bundled customers?

     MR. THOMPSON:  No, just in terms of terminology.  Is

there overlap or is the storage service something different

from the balancing service?

     MS. GIRIDHAR:  Bundled customers don't see that

distinction.  Storage is used as a tool to provide 

balancing.

     In the case of unbundled services, customers are

contracting discretely for -- contracting for discrete

components of these services.  Distribution and storage

being two of those.

     The balancing element, then, becomes a third piece

that comes into play if the customer hasn't been able to

balance by themselves.

     MR. THOMPSON:  Right.  Thank you.

     All right.  Let's move on to another paragraph, which

would be paragraph 7 on page 2.  And Mr. Keys had some

questions of you on this.

     I just want to get a status report, if I could, from

Enbridge on these requirements.

      New upstream services from upstream providers, Union

Gas and TransCanada.

      Do you have what you need from Union Gas under their

proposals?

     MR. CHARLESON:  We believe that their proposals provide what we need.

     MR. THOMPSON:  All right.  Do you have what you need

from TransCanada under what they have proposed?

     MR. CHARLESON:  Based on the last proposals that we've

seen from TransCanada, no, we do not believe we have what we need.

     MR. THOMPSON:  And so what else do you need from

TransCanada to make this work?

     MR. CHARLESON:  Well, first we need to see a firm

proposal in the form of some evidence or filing with the 

NEB.  But the key gap that we see from what's being 

discussed today is the fact that it's a point-to-point

service as opposed to a service that's to the delivery area.

MR. THOMPSON:  Right, but is the reservation feature

there?

     MR. CHARLESON:  The reservation feature is there, and

the additional nomination windows are there.

     MR. THOMPSON:  So the only thing that's missing is

reservation for delivery area?  Is that --

     MR. CHARLESON:  It's the ability to use that service to deliver gas to a delivery area as opposed to a specific

point on the TransCanada system.  And we see that as a very

significant shortcoming.

     MR. THOMPSON:  Can't you commit from a point where you

want -- well, from a point to a point at the delivery area?  

Does that not work under their proposal?

     MR. CHARLESON:  Perhaps you can try again with the

question, because I didn't quite...

     MR. THOMPSON:  I'm on thin ice here, as you can well

appreciate.

     MR. CHARLESON:  Yes.

     MR. THOMPSON:  My simple mind tells me you're

looking for an opportunity to make a commitment,

obtain a commitment from TransCanada for a reservation of

rights to a delivery area.

     MR. CHARLESON:  Correct.

     MR. THOMPSON:  And you say they have a point-to-point

proposal.

     MR. CHARLESON:  Correct.

     MR. THOMPSON:  And my simple mind said, well, why can't you commit from a beginning point to a point in your delivery area, and then you have what you want.

     MR. CHARLESON:  The challenge being that our 

understanding of the proposal by TransCanada, again, it remains to be seen what TransCanada --

     MR. THOMPSON:  It's always a mystery in that proposal. 

     MR. CHARLESON:  The proposal as it's being articulated

through some of the -- say through the January, I think it

was January 18th meeting that Union had indicated in their

evidence, indicated that it would be to a specific point. 

And that the balancing on -- with TransCanada would be to

that point.

     So you wouldn't be able to aggregate all of your –- all the deliveries made to the CDA where there may be five or six off-take points, with that one specific point.  So it's basically isolated from all the other deliveries that come to the CDA.

     MR. THOMPSON:  So that's a work-in-progress, we hope?

     MR. CHARLESON:  We hope.

     MR. THOMPSON:  The next requirement was new

communication protocols.  Is that still a work-in-progress

or do you have what you need there?

     MR. CHARLESON:  No, that is still a work-in-progress,

and there are ongoing discussions with the IESO on that.

     MR. THOMPSON:  And what's lacking there as at this

point in time?

     MR. CHARLESON:  There the gap is really ensuring that

there's an understanding of what the expectations are for

power generation demand or when, you know, to what extent

are gas generators going to be coming on?  What are the 

IESO's expectations in terms of dispatching the gas-fired

generators so that, again, we can plan our system accordingly?

     MR. THOMPSON:  Are you optimistic that those will be

resolved?

     MR. CHARLESON:  Yes, I am quite optimistic.

     MR. THOMPSON:  The new distribution infrastructure

investment, that's the subject matter of this evidence, is it?  That's the storage build?  Is that right?

     MR. GRANT:  Yes.

     MR. THOMPSON:  And then the appropriate pricing

mechanisms and contract provisions, that, again, is part of

the proposed package here?

     MS. GIRIDHAR:  That's right.

     MR. THOMPSON:  Am I correct?  Thank you.

      Okay.  Now we're to paragraph -- it's paragraph 8 on

this Exhibit A, tab 1, schedule 1, page 3, paragraph 8.

      And there you talk about recognizing the competitive

aspects of upstream transport, balancing and storage 

services.  Do you see that?  What are the competitive 

aspects of the balancing services? 

     MR. CHARLESON:  The competitive aspects of balancing

services is that there are -- there's a variety of 

mechanisms in which customers can balance their loads.  And

these are things that are -- can be generally made available in the marketplace.

      We talked about some examples this morning that they

can even secure storage from other service providers, and

that's a tool that can be factored into the balancing.

     They can look towards peaking contracts, delivered

supply.  So there's a variety.  There are different things that are available in the marketplace, in general, that can be used to support the balancing of a load.
     MR. THOMPSON:  All right.  Well, let's come back to what we were talking about at the beginning, which is the direct purchasers' bundled service, and let's take an example.
     Let's take the example of a low-load factor customer, like one of these power generators.  Assume that the generator has a CD at the plant of 100 units a day, and that the DCQ is -- or MDV, I guess it is in your system, would be 50 a day.
     And under your bundled service, whether it's Western-T or Ontario-T, 50 units would come down the pipe and get delivered to your system.  Is that right?
     MS. GIRIDHAR:  Yes.
     MR. THOMPSON:  Okay.  And if the customer was, at that particular point in time, taking 100 at its plant, 100 would get delivered to its plant?
     MS. GIRIDHAR:  That's right.
     MR. THOMPSON:  And the difference between the 50 and the 100 would come out of your -- would it come out of your general storage, or does the customer have to have 50 on hand?
     MR. CHARLESON:  It would come out of our overall system assets, whether it's storage, whether it be an over-delivery by another customer that, say, delivered 100 and only consumed 50.  We basically balance off the total loads.  To the extent that there are differences between what's being delivered to the franchise and what's being consumed, that's where storage would come into play.
     MR. THOMPSON:  Right.  But that customer's not subject to any 1.6 percent, or withdrawal from storage, he gets 100 at his plant; right?
     MR. CHARLESON:  That's correct.
     MR. THOMPSON:  And that goes on, and there are periodic requirements that that particular customer have his takes and deliveries in balance.  There's an annual balancing requirement.  
     MR. CHARLESON:  Yes, you're right.
     MR. THOMPSON:  Okay.  And that all runs through the banked gas account.
     MR. CHARLESON:  Yes.
     MR. THOMPSON:  Okay.  And that's all done on a cost-based rate structure?
     MS. GIRIDHAR:  Yes.
     MR. THOMPSON:  And it's all done using your integrated assets.
     MS. GIRIDHAR:  Yes.


MR. THOMPSON:  It’s part of the service?
     MS. GIRIDHAR:  Yes.
     MR. THOMPSON:  Okay.  Now, where is my hypothetical customer going to get that service from somebody else?
     MS. GIRIDHAR:  If they wish to be unbundled?
     MR. THOMPSON:  No, no.  I want the same service.  I want you to tell me where the competitive option is for that same service.  I'm suggesting to you there isn't one.  


MS. GIRIDHAR:  Were you referring to our new rate offerings which are designed to be unbundled services?
     MR. THOMPSON:  No, I'm talking about an unbundled – sorry.  I'm talking about the bundled-service customer today.  You talk about the competitive aspects of balancing, and I'm exploring that.  I'm trying to find out, is there one for that particular service?  I don't think so, but please correct me if I am wrong.
     MS. GIRIDHAR:  The customer would have the option of, well -- we're working on re-designing our rate 300 series.  But if you're referring to a bundled industrial customer today, they would have the option of doing the sorts of things the utility does on their behalf, if they contracted independently for storage and had a peaking service contract, so on and so forth.
     So they could find tools that the utility today uses to balance their load.  And the presumption is that under unbundled services, customers would chose those tools.
     MR. THOMPSON:  Right, but I'm talking about the bundled service.  Let me ask you to do this by way of undertaking, if you could.
     Calculate -- take our example.  The 50 percent load customer, 100 a day at the plant, and calculate what it would cost that customer to bring the gas down the Great Lakes line on the TCPL system, store it in Michigan, then have the capacity to bring the gas from Michigan to the CDA and consume it on the same basis that they have this service from you today.  Can that be done?
     MR. CHARLESON:  We would need one clarification for sure, and that is, what assumption do you want to us make for the Michigan storage in terms of cost, given there's a competitive market for the storage.  We'd have to assume a certain storage rate.
     MR. THOMPSON:  Well, is that one of the competitors for storage?
     MR. CHARLESON:  Yes, Michigan's part of the competitive storage market that serves Ontario.
     MR. THOMPSON:  So do you monitor your competitors?
     MR. CHARLESON:  We have an awareness, but storage prices change regularly, and it depends heavily on all of the various parameters that come into play.  What is the volume of storage, what's the term of the storage contract, what are the deliverability parameters, all of that comes into play, and then it also changes from minute to minute, in terms of the value that can be attached to it.
     So we can make a general assumption, but I'd be concerned that if you didn't like the assumption that we made, it may skew the analysis.
     MR. THOMPSON:  Well, I want your information.  This is a competitor for storage, so you make whatever assumptions you feel are appropriate and calculate what it would cost.  Bring 50 down to Michigan, have 50 in storage, take 100 out, and move it into the plant.  Can you do that, please, by way of undertaking?
     MR. CASS:  Can you help us at all, Peter, where this is leading.
     MR. THOMPSON:  It's leading to a comparison of that particular delivery arrangement to the cost-based bundled arrangement.
     MR. CASS:  But you're addressing bundled arrangements.  The services that the panel is talking about are in an unbundled context.  So I'm --
     MR. THOMPSON:  They're talking about existing services as well.
     MS. GIRIDHAR:  Is it in references to the design of the new rate offerings?  I'm not querying the need for answering the question, I just wondered --
     MR. THOMPSON:  Will you give me the response, please?  So we can move on.
     MS. GIRIDHAR:  Yes.
     MR. THOMPSON:  Thanks.
     MS. SEBALJ:  We'll mark that as EGD Undertaking No. 5, as described by Mr. Thompson.  I need clarification though.  They're bringing 50 units down from the Great Lakes line – are they bringing 100 units down and storing 50 in Michigan and taking 50 out?  Or are they taking 50 out of EGC storage?


MR. THOMPSON:  They had storage in Michigan, the equivalent to the 50 they get out of storage at Enbridge.  It's to make the service the same as what they get from Enbridge under the bundled service.
     Do your best.  Thank you. 


EGD UNDERTAKING NO. 5: TO PROVIDE A COST ESTIMATE FOR 
A BUNDLED-RATE CUSTOMER TO BRING 50 UNITS FOR STORAGE 
IN MICHIGAN, STORE IT, THEN RETURN IT TO THE CDA FOR 
CONSUMPTION; THAT IS TO MAKE THE SERVICE THE SAME AS 
WHAT THEY GET FROM ENBRIDGE UNDER THE BUNDLED SERVICE. 
     MR. THOMPSON:  Now, just on the bundled option, that's available to power generators?  They can take bundled-T, if they wish, or Ontario-T?
     MS. GIRIDHAR:  They could.
     MR. THOMPSON:  And they would get an allocation of -- well, they would -- if they're 50 percent load factor, they would have the entitlements that we've described; it wouldn't be 100 a day and 50 a day, it would be 100,000 a day and 50,000 a day.  Right?
     MS. GIRIDHAR:  Yes.  That's correct.
     MR. THOMPSON:  But you would have to find that gas to jump-start them.
     MS. GIRIDHAR:  Yes.
     MR. THOMPSON:  And what would that do to your system if that was sudden and unexpected?
     MR. CHARLESON:  If we had them on as a bundled load, we would have designed our system for that peak situation.  So when they jump on we would, you know, we would have the assets in place that we believed are necessary to do it.
     And I think that's one of the concerns -- that's one of the concerns that power generators would have, is that it would probably be quite expensive to use the bundled service on that type of load factor.  But it's an option that's available to them, and we would manage the service accordingly.
     MR. THOMPSON:  Thank you.  Just one other point about the existing services, the bundled services.  Do you accept direct-purchase volumes at points other than Parkway?
     MR. CHARLESON:  We don't accept the direct-purchase volumes at Parkway, we accept them at the CDA or the EDA.
     MR. THOMPSON:  Okay, so it's delivery area?
     MS. GIRIDHAR:  Yes.
     MR. THOMPSON:  And there are a number of receipt 

points in each of those delivery areas; is that what I understand you to be saying?

      MR. CHARLESON:  I wouldn't define them as receipt points.  They're off-take points from the TransCanada system.

     MR. THOMPSON:  One of them is Parkway in the CDA but

there are others, is that the idea?

     MR. CHARLESON:  Yes.  

     MR. THOMPSON:  Okay.  Okay, now we're up to, you'll be

pleased to know, the next tab.   B, tab 1.  Yes, paragraph 9, please.

     Well, you talked there about the TCPL STS service. 

Could you just describe that for the record, please?

     MR. CHARLESON:  Yes.  The STS service is the storage

transportation service that's provided by TransCanada.  And

what it allows -- and it's a service, and again, subject to

verification, but the service is available to someone that

holds firm transportation with TransCanada and also holds

storage capacity in the market area.

      And what it allows the holder to have STS capacity to

do, first it provides them with these additional -- these

four additional nomination windows, which allows the

contract holder to move gas to and from their storage,

through these -- at these windows.

     MR. THOMPSON:  So does that operate between Parkway and Dawn?

     MR. CHARLESON:  It actually operates between, say, the

CDA and Parkway.  And then we use -- it also indicates in

this evidence that Union with its M12 transportation service also acknowledges these windows or accepts these windows.

      So we use westerly flow contracts, say, for injections or M12 contracts, for moving it from storage.

     MR. THOMPSON:  So under STS, do you have enough windows to make your proposal operate?

     MR. CHARLESON:  Under STS we would -- again, I think in terms of windows, there may still be a shortcoming in terms of the last window.  There may be a need for another window that's later than there.

      The big -- maybe I should say shortcoming of the STS

service, which is the same as the shortcoming with the firm

transportation service, is that there's no reservation of

capacity associated with that service.

     MR. THOMPSON:  There is with their other stuff, but

it's point-to-point; is that right?

     MR. CHARLESON:  Correct.

     MR. THOMPSON:  And with STS, it's not point-to-point,

but no reservation capacity.  So it's the flip?

     MR. CHARLESON:  Correct.

     MR. THOMPSON:  And where does that stand in the

facilitation process that you were discussing with Mr. Keys?

     MR. CHARLESON:  Which, the STS service?

     MR. THOMPSON:  The STS.

     MR. CHARLESON:  There's been no discussion around

changes to the STS.

     MR. THOMPSON:  So does what you propose work without

the STS enhancement that you've described?

     MR. CHARLESON:  Assuming that there's additional nom

windows through other services, yes.

     MR. THOMPSON:  All right.  At question 10 you talk

about line pack, and I think elsewhere in your testimony you say that's available to address emergencies.  It's one of the sources of supply to address an emergency draft, if you will, is the way I think of it.

      How much, what sort of protection does line pack

provide if, for example, Goreway starts up and you're not

ready for them?  Would line pack protect for a certain

volume or a certain time?  Can you help us with the

protection that line pack provides?

     MR. CHARLESON:  It would protect for a period of time

but we're not in a position to really answer that as line

pack is really a feature of the upstream transportation

provider, and they would have to identify, you know, how

long they would be able to keep their system pressured if

their system would be drafted.

     MR. THOMPSON:  So you can't juice up your line pack, is that what you're saying?  Union left me with the impression that they can turn on the compressors, and it will be in there so tight you wouldn't believe it but...

     MR. CHARLESON:  We don't have any compressors on the

distribution system.

     MR. THOMPSON:  Okay.  And so you don't have any way to

squeeze more in the lines it just depends on what's upstream?

     MR. CHARLESON:  It's upstream.  Again, it's the

upstream that we're dependent on.

     MR. THOMPSON:  Okay.  Thank you.  So if you get into a declining pressure situation caused by one of these engines starts before you anticipated it, does that automatically affect TransCanada or can you cut it off before it moves up

the line so to speak?

     MR. CHARLESON:  I think what we would see happening is

the same as what happens today.  There's shifts in demand

that regularly occur within the distribution system.  You

can get, say, a sudden drop in temperature, increase in 

wind, that can shift your weather-sensitive demand quite

dramatically.  And one of the features that has helped the

distribution system and the overall system in Ontario

operate effectively for the years that it has is the degree

of co-ordination between the different control centres.

     When there's drops in pressures that occur -- that are

seen by one of the control centres, they'll generally try to contact -- you know, say if TransCanada's control centre

noticed a drop in pressure, they would contact our control

centre, they would contact Union's control centre, look to

understand what was happening in the system, and then see

what can be done to remedy and to restore the pressure.

      If it was identified that there was no, say, remedial

action that could be taken to add gas into the system to

maintain pressures, then you would have to look at 

curtailing the load that was drawing the pressures down.

     So in the case of a power generator -- if it was a

power generator that was determined was say drafting the

system and putting the entire system in jeopardy, then I

think we would like to take action to stop that from happening.

     MR. THOMPSON:  Thank you.  In paragraph 13 of B, 1, tab 1, schedule 1, you describe the storage that you have.

     And I just want to make sure I understand the volumes. 

You have, as I understand it, 98 Bcf of capacity with

Tecumseh.

     MR. GRANT:  That's correct.  That's the total capacity

of Tecumseh.

     MR. THOMPSON:  And 6.7 of that is under contract to

Union?

     MR. GRANT:  Correct.

     MR. THOMPSON:  And then you have a contract with Union

for 20?

     MR. GRANT:  Correct.

     MR. THOMPSON:  So, I don’t know if you’ve done the math but I make it net of Union, you have 112 Bcf of storage capacity.

     MR. GRANT:  Yes.

     MR. THOMPSON:  Do you actually provide service to Union or is that just a net?

     MR. GRANT:  No, we provide service.

     MR. THOMPSON:  Is there some rationale for why you sell to Union and you buy from Union rather than just keep your own and buy a little bit less from Union?

     MR. GRANT:  Yes.  As I was alluding to earlier, it's

really a matter of history.

     One of the pools that we operate is the Dow-Moore pool and Union acquired 22 percent of the rights to that

pool.  That's all they have.  We are the operator and we own every other aspect of the operation, so the wells, the gathering lines and so on.

      As a result of that arrangement, there was a contract

written back in 1988 that reflected that reality.  And that

forms the bulk of what the 6.7 Bcf is.

      Now, the balance is related to another pool, the rights to which Union acquired when they took over the Centra gas system, and that once again they own the rights to that reservoir, but we operate it, it's integrated with our system, and we provide a service to them under a contract.  

     MR. THOMPSON:  Does Union get its storage from you at

cost-based rates?

     MR. GRANT:  Yes.

     MR. THOMPSON:  Do you get your storage from Union at cost-based rates?
     MR. CHARLESON:  At this time, we've recently entered into contracts that are now before the Board for approval that are at market-based rates.
     MR. THOMPSON:  So that's part of the 20?
     MR. CHARLESON:  That is the 20.
     MR. THOMPSON:  That is the 20.  


MR. CHARLESON:  Yeah.


MR. THOMPSON:  And what's the spread, approximately, on a per-unit basis?
     MR. CHARLESON:  About 40 to 50 cents.  There's a variety of contracts and different prices involved.  It’s about 40 to 50 cents.   

     MR. THOMPSON:  Per gJ?  Is that the way I express that?
     MR. CHARLESON:  Per million cubic feet, or gJ.
     MR. THOMPSON:  Per gJ is close enough?
     MR. CHARLESON:  Yeah.
     MR. THOMPSON:  Thank you. 
     Okay.  Paragraph 15, but this really ties in with this 112 Bcf of storage that you have.  Is that all allocated to infranchise use?  In other words, do you sell your services exfranchise?
     MR. GRANT:  No, we don't.
     MR. THOMPSON:  But in terms of the TS activity, it's like Union, to the extent that some of these aspects aren't being utilized you use them for TS, and then revenue is shared between the ratepayers and the shareholders; is  that fair?
     MR. CHARLESON:  That's correct.
     MR. THOMPSON:  Okay.  


Next tab, rolling right along here.  Uplifting, isn't it?
     This is really in relation to paragraphs 2 and 3 of Exhibit B, tab 2, schedule 1, page 1.  And a little bit later on it uses the word "uncertain."  You've assumed that there will be 2000 megawatts of gas-fired capacity in the Enbridge franchise area, but you point out in your evidence somewhere that some of that assumption is relatively uncertain, I think is the word you use.  That's in paragraph 4, in line 3.  


And so I'd like to just find out, if I could, what you regard as certain, in terms of this activity in your franchise area.  And is Goreway certain, Goreway station?
     MR. GRANT:  Yes.
     MR. THOMPSON:  And what about Portlands Energy Centre?  Do you characterize that as certain yet? 

     MR. GRANT:  We characterize downtown as certain.
     MR. THOMPSON:  And then, other than those two projects, am I correct that the rest of it is relatively uncertain?
     MR. GRANT:  I wouldn't conclude that.  It may not have as high a probability.  I think the York Region load is going to happen, it’s a question of when.  So timing might be a little uncertain.  


Then moving along, the CHP type of activity is perhaps a little less certain, along with the timing.
     MR. THOMPSON:  What's CHP stand for? 


MR. GRANT:  Combined heat and power.  And however, I still think it is going to happen.
     From our franchise standpoint, the biggest uncertainty is the West GTA, whether that's going land in our franchise or in Union's.  That's biggest uncertainty we have.
     MR. THOMPSON:  Right.  But your time frame here, as I understood it, was that you're looking out 10 years?
     MR. GRANT:  It goes out, it looks like, 7 or 8 years.
     MR. THOMPSON:  All right.  And Goreway is expected to be on, is it 2007 or 2008?
     MR. GRANT:  Starting in 2007.
     MR. THOMPSON:  Okay, now there's a leave to construct application that you've brought before the Board with respect to Goreway station.  


MR. GRANT:  Yes.
     MR. THOMPSON:  And does that just cover the distribution facilities to serve Goreway?


MR. GRANT:  Yes.


MR. THOMPSON:  Will Goreway be taking storage from you?  Is that your expectation, or is --
      MR. GRANT:  They are free to go out to the competitive market and acquire load-balancing, and they may or may not choose our offer.  That will be up to them.
     MR. THOMPSON:  But have you made one yet?
     MR. GRANT:  No.
     MR. THOMPSON:  So you're waiting on this --
     MR. GRANT:  Correct.
     MR. THOMPSON:  -- service before you make an offer to Goreway.  


I think we've heard from Union that they're one of the parties that got space on, in the latest open season of Union, M12 space.  


MR. GRANT:  Right.
     MR. THOMPSON:  And under your proposal they would have to move their gas from Dawn to the CDA.
     MR. GRANT:  Yes.
     MR. THOMPSON:  So they still have the option of your proposition; is that right?  


MR. GRANT:  Yes.  They can bid into our open season.
     MR. THOMPSON:  Now, what is their right to cost-based storage on your system as an infranchise customer?  


MR. GRANT:  What is their right?
     MR. THOMPSON:  Right.  Right; right.  Yes.
     MR. GRANT:  Well, they're not a customer yet, but any customer coming on to the system, whether it's a power generator or not, I suppose, we need to balance the loads for that customer.  The vast majority of all other customers come onto our system without any particular, unique high-deliverability needs.
     So they may have rights to come in and ask for a cost-based type of storage.  No one's denying them that right to ask for it.  But I don't think that one can just assume, because of the unique nature of the requirements, that that is a natural outcome.
     MR. THOMPSON:  No, but I suppose that what I'm driving at in part is related to the obligation to serve.  Once you attach them to your system, they become an infranchise customer; am I right?
     MR. GRANT:  Yes.
     MR. THOMPSON:  Okay.  And they're incremental to what was there before.  And there's an algorithm that applies to allocate some storage space to that infranchise customer; am I correct?
     MS. GIRIDHAR:  Yes.
     MR. THOMPSON:  And whatever that produces, they're entitled to that space at 1.2 percent of deliverability.
     MS. GIRIDHAR:  At cost-based rates, yes.
     MR. THOMPSON:  Cost-based rates.
     And so, under your proposal, what happens to that entitlement?  Or assume that customer comes on, and assume you've got your 2 Bcf of incremental storage.  So you've got more to allocate to everybody, and you apply the algorithm.  They get something?
     MS. GIRIDHAR:  Yes.  Rate 316 allows for 1.2 percent deliverability allocated at cost-based rates.
     MR. THOMPSON:  So they would get that under 316?
     MS. GIRIDHAR:  Yes.
     MR. THOMPSON:  I didn't understand that this morning, that that rate subsumes the cost-based entitlement.
     MS. GIRIDHAR:  Tier 1 is at 1.2 percent, and that's at cost-based rates.
     MR. THOMPSON:  But does it reflect the algorithmic entitlement?
     MS. GIRIDHAR:  It would, yes.
     MR. THOMPSON:  So if they need more storage, they'd have to supplement their algorithmic entitlement.
     MS. GIRIDHAR:  Yes.
     MR. THOMPSON:  And if they had need more 

deliverability, they'd have to supplement the 1.2 percent?

     MS. GIRIDHAR:  That is correct.

     MR. THOMPSON:  Is that all factored into 316?

     MS. GIRIDHAR:  Yes.

     MR. THOMPSON:  Or that another -- it is all there?

     MS. GIRIDHAR:  The first calculation under 316 would

be to look at their profile and determine how much space

they would receive stemming from that load profile, and 1.2

percent deliverability would be associate with the that space.  Any and all requirements above that would be bid for.

     MR. THOMPSON:  And what happens to existing customers? 

Do they lose storage entitlement if this new big bird

comes on.

     MS. GIRIDHAR:  Under the current methodology, I think

Mr. Grant's saying that we don't have enough storage at

Tecumseh today to meet our current needs.  So as new customers come on, the -- under cost-based rates -- under cost-based methodology, you would go out and procure the additional storage required.  That would then be pooled in with your existing storage and you would derive a new 

cost-based rate.

     MR. THOMPSON:  Right.  But the storage implications of

attaching Goreway are not part of the leave to construct

that's currently before the Board; that's coming later, I

guess, is it, when you apply for leave to construct, there's pieces that are part of your build? 

     MR. GRANT:  Yes, the storage implications for providing the 1.2 percent service, if you will, are not part of that application, that leave-to-construct application.

     MR. THOMPSON:  But will they become part of the leave

to construct you're envisaging your storage build evidence?

     MR. GRANT:  Yes.

     MR. THOMPSON:  Assuming Goreway wants part to that?

     MR. GRANT:  Correct.

     MR. THOMPSON:  There will be some economic feasibility

demonstration when you apply for leave to construct for

those storage build that shows this is all worthwhile, is 

it?  Will there be?

     MR. GRANT:  Well, I think the short answer is yes.  It

may not look the same as what typical feasibility analysis

looks like.

      I think we will want to be able to be demonstrating

the floor price, its calculation, how we arrived at it. 

And we will need to defend that.  So that will be part of

that leave to construct for the storage build.

     MR. THOMPSON:  Now, just before I leave that, in your

description of Goreway station as well as Portlands Energy

Centre, you talk about an accelerated clean energy supply

contract.  Are you familiar, broadly, with the terms of these contracts?  It's on paragraph 3, it's referred to at

point 1, line 1, and bullet point 2, line 2.

     MR. GRANT:  Generally.  Let’s see how far I can take this with you.

     MR. THOMPSON:  All right.  Well, you know what, they

provide in terms of gas cost pricing?

     MR. GRANT:  No.

     MR. THOMPSON:  You know what they provide in terms of

guaranteed return?

     MR. GRANT:  No.

     MR. THOMPSON:  Do you know what they provide in terms

of penalties associated with the gas costs, gas delivery

systems?

     MR. GRANT:  No.

     MR. THOMPSON:  Let me ask you this.  Do you consider

that the volatility of the price of electricity and the

volatility of the price of gas is a matter material to the

public interest?

     MR. GRANT:  Are you talking in terms of this 

proceeding?

     MR. THOMPSON:  Yes.  In terms of the effect of these

contracts and these peaks that you've talked about, their

impact on the prices of electricity and gas, do you consider that to be a matter of public interest?

     MR. GRANT:  Not in these proceedings.  No, these

are all contractual matters, and I'm certainly not privy to them, and I would assume the people who have signed these contracts would be able to provide an opinion on these questions.  But I don't, I don't really have an opinion because I haven't seen the contracts.

      And I'm not so sure that it is relevant to these

proceedings.

     MR. THOMPSON:  Well, I think the answer is obvious, but did EGD consider the impact of the arrangements it's 

proposing with gas-fired generators in the context of these

contracts that these people have with the OPA, and the

effect it may have on price volatility of gas and

electricity?  In formulating your proposals?

     MR. GRANT:  No.  We're simply here to provide the pipes and the service to the customer.

     MR. THOMPSON:  My last question in terms of sort of

projects is the Portlands Energy Centre.  Where does that

stand at the moment in terms of progress towards a

relationship between EGD and the Portlands Energy Centre? 

Is that down the road?  Negotiations started there?

     MR. GRANT:  Well, we maintain contacts with any

potential customer who's interested in generating power in

our franchise utilizing natural gas, so we view Portlands as one of those potential customers, and we -- it's probably not fair for me to comment on where we're at in terms of our discussions with them, but we're there to serve the customer.  Once they've got all of their issues resolved and they're prepared to sign a Rate 125 contract with us.

     MR. THOMPSON:  You're still having lunch, at least?

     MR. GRANT:  Yeah.

     MR. THOMPSON:  Thanks.  Now, at paragraph 5 of B, tab 2, schedule 1, there's a phrase at the bottom, "full, firm,

peak load."  What does that mean?   It sounds pretty

firm to me.  But what does it mean?

     MS. GIRIDHAR:  Over a 24-hour period.

     MR. THOMPSON:  Thank you.  Paragraph 9 on the next 

page, page 3, about two-thirds of the way down, you say --

you describe base load, intermediate, and peaking capacity 

operations, the availability of alternative fuel and so on, but you say:  

"These factors help to determine both the

          normal operating mode for the units as well

          as the emergency operating characteristics.”

Can you just explain what the "emergency operating

characteristics" are of a peaking plant, for example?

     MR. GRANT:  Reference to "emergency operating

characteristics," really refers to whether it's a scheduled

operation or an unscheduled operation.  And an unscheduled

operation may happen if there's other aspects of the

electrical system, generating system that are not available.  On an unscheduled basis not available, and this unit has to start up.

     MR. THOMPSON:  All right, so could you relate that to the Goreway proposal, which is a 900 megawatt combined cycle facility?  Is it going to be a peaker?  Do you know?
     MR. GRANT:  I don't think it is -- it may start out on a simple-cycle basis as a cross between an intermediate load and a peaking load, but I don't think in the long run you would call it just a peaker.
     MR. THOMPSON:  Okay.  Well, assume then it is a peaking facility with that size.  Could you describe what the emergency operating characteristics of that particular facility are under that assumption?  You could do it by way of undertaking.
     MR. GRANT:  Peter, I'd need to take an undertaking on that.
     MR. THOMPSON:  Thanks.
     MS. SEBALJ:  I believe we're on EGD Undertaking No. 6, and correct me if I am wrong, Mr. Thompson, that's the energy operating characteristics of the power generator?
     MR. THOMPSON:  Yes, of the size of Goreway.
     MS. SEBALJ:  Of the size of Goreway.  Thanks. 


EGC UNDERTAKING NO. 6:  TO PROVIDE THE ENERGY 
OPERATING CHARACTERISTICS OF A POWER GENERATOR THE 
SIZE OF GOREWAY.
     MR. THOMPSON:  Thank you.  


On paragraph 14, on page 5, you talk about the availability of alternate fuels.  This reduces the stress in the system.  Will either of these plants, at Goreway and Portlands, be alternate fuel, do you know?  Will they have alternate fuel capacity?
     MR. GRANT:  Capabilities?
     MR. THOMPSON:  Capabilities, yeah.
     MR. GRANT:  Subject to check, I don't think they do.
     MR. THOMPSON:  I didn't hear the end.  Was it no?
     MR. GRANT:  No, subject to check.
     MR. THOMPSON:  All right.  Thank you.  


I think we're at the next tab now, tab 3.  And in paragraph 1 you talk about the peaks.  And you had discussions with others about this, this morning, where we're going to get with the power generators on a -- their peak and the normal winter peak of your system occurring at the same time.  Is that the expectation?
     MR. CHARLESON:  Yes, we anticipate that in certain circumstances you will have coincident peaks.
     MR. THOMPSON:  And can you help me with what that's likely to do to prices, gas prices?
     MR. CHARLESON:  A lot of that will be dependent on the arrangements that have been made for supply.  If they're withdrawing gas from storage and we've made our peak arrangements, then nobody's really buying spot gas on the day, and it shouldn't really have any impact.  If they're looking to buy spot, then there's increased spot demand on that day, it may lead to a higher price on the day, depending on liquidity at the hub on that day.
     MR. THOMPSON:  So it's "wait and see" I guess.
     MR. CHARLESON:  It's a kind of “that depends”.
     MR. THOMPSON:  That depends, all right.  And is that the same answer for the summer peaks that the power generators are likely to cause in terms of what happens to the prices?
     MR. CHARLESON:  I'd say it's also "that depends."  However, the summer peaks are probably less likely to have a pricing impact, given that demand is lower overall within the system and storage injections could be delayed if prices -- if it were seen as an impact on prices.
     MR. THOMPSON:  Thank you.
     Paragraph 5 in this exhibit, at page 3, you talk about the need for alignment of upstream service.  I think we've covered that already, have we not?
     MR. CHARLESON:  Quite a bit.
     MR. THOMPSON:  What have I missed?
     MR. CASS:  Nothing.
     MR. CHARLESON:  Nothing. 
     MR. THOMPSON:  Now, in terms of the reservation of capacity that you're talking about there, this is the kind of thing, I think, that's covered by the Union F24-T proposal?  Is that right?
     MR. CHARLESON:  Yes.  That provides for transportation capacity, 24 hours a day.
     MR. THOMPSON:  And that's going to cost somebody something.
     MR. CHARLESON:  Yes.
     MR. THOMPSON:  And presumably, if you get it, then it’s going to cost Enbridge something.
     MR. CHARLESON:  Yes, we'd have to pay whatever the cost was.
     MR. THOMPSON:  And how is that going to be allocated?  Is that going to be allocated to the 316 and 125, or has that been thought through yet?
     MS. GIRIDHAR:  Both of these are unbundled services, so for 125 it's the customer's responsibility to get the gas to the franchise area.  Under 316 as well, it's only a storage service at Dawn, so the customer needs the associated transport to get them in.  So presumably they incur those costs themselves. 
     MR. CHARLESON:  But I would, I guess, in addition to that, to the extent that Enbridge Gas Distribution contracted for some of those services, we would look to which class of customers benefited from that.  There is the potential that it could reduce our load-balancing costs for bundled customers by having access to those services, and if that were the case, then the cost associated with those services would be allocated to bundled customers.
     MR. THOMPSON:  All right.  So the allocation factor's a work-in-progress?
     MS. GIRIDHAR:  I don't think the factors are a work-in-progress, it’s determination of whether those services would be contracted for.
     MR. THOMPSON:  All right.  Thank you.
     Now, paragraph 12, you talk about the differences in, if you will, your ability to react to a situation.  I think this is -- maybe I'm not stating this properly.  But you say in the last sentence:



"The closer a distribution utility is to a



large storage reservoir, the easier it is to



make supply adjustments." 


And your point here is, the EDA is further away than the CDA is from these supply adjustment mechanisms; is that fair?
     MR. CHARLESON:  Yes, that's correct.  There is a certain speed at which gas can move through the pipeline systems.  So the further away you are from, say, the supply source or where you can add gas into the system, the longer it would take to be able to respond.
     MR. THOMPSON:  So if one of these big power generators, gas-fired, locates in Ottawa, is that a riskier situation than the ones that are locating here in Toronto?
     MR. CHARLESON:  I would say, yes.
     MR. THOMPSON:  And can you quantify the risk, the difference in risk?  Has somebody done a risk analysis of it?
     MR. CHARLESON:  No, we haven't.
     MR. THOMPSON:  Will one be done at some point?  Is Enbridge Inc. not interested in risk analysis?  I thought they were.
     MR. CHARLESON:  Again, I think what we would look at is if a facility was being proposed, or if a project proponent came to talk to us about their intentions to propose a facility in the EDA, at that time we would assess what the implications that we saw in our system and what steps we felt we needed to do to ensure we would be able to serve that customer without negatively impacting our existing customers. 
     MR. THOMPSON:  In paragraph 17 you talk about Enbridge Gas Distribution.  This is the first and second line:



"Enbridge Gas Distribution expects that it will 



require additional transportation and storage 



services to provide load-balancing services for 



these new customers.” 


Have you acquired any additional transportation services to serve the Goreway potential? 

     MR. CHARLESON:  Not at this time.

     MR. THOMPSON:  Have you acquired any additional

transportation services to serve any of the potential

you've identified?

     MR. CHARLESON:  No, we haven't.

     MR. THOMPSON:  And can you tell me, then, what you're

talking about here?

     MR. CHARLESON:  That we may have to do it if we

determine there's a need.

     At this point we haven't determined any need because

of the expectation that the transport will be arranged for

and managed by the customer themselves.

     MR. THOMPSON:  The storage service, you have made some

plans there, that's what the storage build that Mr. Grant

discussed; is that right?  It's page 8 of 9, paragraph 17.

     MR. GRANT:  Yes.  Yes, that's right.

     MR. THOMPSON:  Now, in paragraph 18, you here talk

about the -- this is on page 9 -- you've mentioned this to

others -- the stimulants you're providing to encourage

customers to behave in a counter-seasonal manner.  That's

sort of like getting drunk in the summer rather than

Christmas but...

      Could you just explain to me why this is important? 

Why is packing in the winter -- first of all, does this

apply only to these 316 people or is this applying to

everybody?

     MS. GIRIDHAR:  This applies to people who are seeking

unbundled services but also seeking a fallback balancing

service from us.

     MR. THOMPSON:  So this would be 125.

     MS. GIRIDHAR:  So it's 125 customers.

     If 125 customers were to be fully unbundled in how

they would balance their loads and never need the ability to back-stop them, then none of this is a requirement at all, but if there is some fall-back on the utility to

provide a balancing service, then costs can be minimized if

the power generator or the unbundled customer were to err on the side that is beneficial to the system.

      So, in other words, on a winter day, when your system

is peaking and you're using every bit of gas you can find,

if the customer were then to impose an additional draft on

the system, we may not be able to balance that customer

without more assets in place.

     MR. THOMPSON:  So you want them to over-deliver in the

winter and under-deliver in the summer.

     MS. GIRIDHAR:  That's correct.

     MR. THOMPSON:  And that helps everybody, is that the

idea?

     MS. GIRIDHAR:  Yes.

     MR. THOMPSON:  Okay.

     MS. SEBALJ:  Mr. Thompson, can you give me a ballpark,

another 10, another half hour?

     MR. THOMPSON:  I'm, well, maybe a half an hour away?  

     I'm now on B, tab 3, schedule 2.  And looking at this

sort of big picture here, Mr. Grant, this looks to me, and

I'm looking at paragraph 14 in particular on page 5.  You're sort of seeking a -- I wouldn't call it an advance ruling, but some sort of green light from the Board that this build is okay to go ahead with.  Is that sort of a fair characterization?

     MR. GRANT:  Yes, it is.  At a conceptual level, and

obviously subject to testing the market to see if the

interest is there.  And it's only after that interest is

demonstrated to ourselves that we would finalize the design

and bring forward the specifics.

     So the point that I was trying to make here is that

when you think about the time lines that we have here and

when it is we want to deliver the service, we're hoping to

get as many positive signals as we go along from the Board,

starting in this proceeding, so that we can keep things

moving along.

     MR. THOMPSON:  Right.  So it's leave to construct in

the making, subject to check by EGD, is that the -- really

what it boils down to?

     MR. GRANT:  Subject to confirming that the market is

interested in this service and is prepared to sign up for it.

     MR. THOMPSON:  Now, in paragraph 17, in terms of the

planning process, we see here a principle that apparently is driving Enbridge, where you see:

   

“There is an overall constraint that the

          company has imposed on the exercise, which is

          that service to existing Enbridge Gas

          Distribution ratepayers should be maintained

          such that they are held harmless by any

          expansions or revisions to the way in which

          the system is operated for the new services."

That's what I call a no-harm principle.

     MR. GRANT:  Yes.

     MR. THOMPSON:  Is that the principle that is 

driving --

     MR. GRANT:  Yes.

     MR. THOMPSON: -- Enbridge for all of these proposals?

     MR. GRANT:  Well, certainly for the storage build.  And I think that it's fair to say, generally speaking, that we want to design a whole suite of services, whether it's for Rate 316 or other rates, for this market segment that meets the market segment's needs but that also takes proper consideration of all other customers on the system such that we are not burdening the existing customers with services to this unique and specialized market.

     MR. THOMPSON:  All right.  So it's not just the build,

though, that I should use that guiding principle to test,

it's also the way in which the system is operated for the

new services?

     MR. GRANT:  That's correct.

     MR. THOMPSON:  And those new services are rates 125 and Rate 316, and some of the other additional services that you have enhanced?

     MR. GRANT:  Yes.

     MR. THOMPSON:  So if it harms the existing customers, that would be a negative factor to take into account, have I understood this correctly.

     MR. GRANT:  Yeah, we think it's an important principle.  We think we’ve got it right the way we've designed things here.  So that's why we've landed on the types of design that we have and the types of build program we have.     

MR. THOMPSON:  Now, on the pages that follow, you give

the elements of the proposed build that you're asking the Board to give a favourable nod to, and I think there's a picture in your slide presentation this morning that may

capture all of the pieces of this proposition.

      You talk about, in paragraph 19 of the text, then

following "increasing capacity."  And you identify two

methods of doing that, as I understand it.  One is a

"pressure elevation" and another is "multi-cycling."  Did I

understand that correctly?

     MR. GRANT:  Yes.  Generally speaking, a storage system

can increase its turnover capabilities annually by the two

methods that are shown here.

     MR. THOMPSON:  And with respect to the pressure, you

have described that in paragraphs 22, really, through to 25.  And I'm paraphrasing, but my understanding is you've got some integrity reviews underway and there's sort of a due diligence process taking place.

     And my question is, What's the contingency plan if the due diligence produces a result that says,  Don't do this.  People down in the Tecumseh area will be airborne?
     MR. GRANT:  Well, the integrity work that we're talking about, first of all, is required integrity work anyway to meet Code requirements.  So you test the integrity of your pipelines as well as your wells.


To the extent that you find anomalies that require correction, based on best engineering judgment, we can make corrections.  We can cut out sections of pipe if we need to and make the -- or return the system to the right level of integrity that we would be looking for.


So there are always ways to deal with any issues that may arise as you go through this integrity work.
     MR. THOMPSON:  But at the end of the day, the objective is to jack up the pressure in the reservoirs. 
     MR. GRANT:  Yes.
     MR. THOMPSON:  And if for some reason that can't be done, then you don't get your extra 2 Bcf; am I right?  You may get something less but --
     MR. GRANT:  That's correct.  If there were a reason, from the point of view of the reservoir itself, then that would be not possible to elevate the pressure.  We don't anticipate any issues with the reservoir itself.  Integrity work here is focussed on, as I say, pipelines and wells.
     MR. THOMPSON:  Right.  But in paragraph 25 you say:



"Integrity is included in the due diligence



process." 


And I'm assuming in due diligence there's more than just integrity.
     MR. GRANT:  Yes.
     MR. THOMPSON:  And is there a Plan B, if it doesn't, for some reason, turn out that you can do this?
     MR. GRANT:  If, for whatever reason, we concluded that we could not add the capacity to the system in the manner described, we probably would not be able to proceed with this kind of a build.  Certainly, cycling gas or introducing what we call fresh gas into the system through multi-cycling gives you some turnover capabilities, but it doesn't do it on a firm basis all year around.
     MR. THOMPSON:  So the delta pressuring is integral to getting the higher deliverability.
     MR. GRANT:  It is, yes.  That's correct.
     MR. THOMPSON:  Thanks.


And then in terms of the facilities additions, you've talked about the Sombra transmission tie-in, and the Wilkesport, transmission looping, and the third is Vector tie-in.  The fourth is additional Sombra compression, and the fifth is reservoir simulation and horizontal well drilling.
     Now, is all of that stuff going to be at the expense of Enbridge Gas Distribution?
     MR. GRANT:  Yes.
     MR. THOMPSON:  And it'll find its way, then, into the leave-to-construct application, and feasibility for that will be demonstrated in some fashion in that application; is that correct?
     MR. GRANT:  Yes, we'll need to demonstrate, as I said, the reasons for our proposal, and our proposal is a little bit different than a typical utility feasibility calculation that you may be anticipating.  Because this is going to be marketed into the market, and because we've talked about a floor price, I think we will want to demonstrate that, at the end of the day, we’ve got acceptance, we've got prices that make sense, and we are not imposing an additional cost on the existing system.
     MR. THOMPSON:  All right.  And the timing of that application?  I know there's some timing in here, but it appeared to me to be fairly ambitious.  When do you expect that application to be presented to the Board?  


I guess it would have to be after the Board renders its decision in the NGEIR process before you could decide whether to go ahead or not, at some point?
     MR. GRANT:  Yes, we're anticipating that we're going to need to file leave-to-construct applications for the pipeline work, and that we would be doing that this summer.
     MR. THOMPSON:  I'll come back to this in just a moment, because it comes up later.  But just on the open season that you're talking about, this is, your talking about offering, as I understood it, the 2 Bcf that this exercise is going to produce, you hope, and you've talked about a small holdback for your entire system, but you're planning to offer that in an open season.  Is that to infranchise customers only?
     MR. GRANT:  I think, as Mr. Charles indicated, we would want to cast the net as widely as we can.  So it would be infranchise and exfranchise.  It would be power generators, it would be marketers, whoever's interested in the service.
     MR. THOMPSON:  And is that a precursor to proving feasibility?
     MR. GRANT:  Yes, we have to not just prove feasibility -- first and foremost, we have to prove feasibility to ourselves, that this is going to make sense to go ahead.  So, yes, it is.  It's a precursor.
     MR. THOMPSON:  So it's a precursor to the leave to construct?
     MR. GRANT:  Well, the leave to construct, recall, deals specifically with the pipeline itself.  So it's not a leave to construct for all aspects of this proposal, it really just -- we need leave to construct approval from the Board for the pipeline, which is a major component of it.  But it is in that application that I would anticipate we would want to discuss the overall rationale, economic feasibility, from our standpoint with the Board.
     MR. THOMPSON:  Okay.  Thank you.  


Let's jump over to tab 4 now, Exhibit B, tab 4.  This is -- I think it's you, Ms. Giridhar.


In paragraph 1, you talk about asymmetric windfalls for some market participants.  What is that all about?  

     MS. GIRIDHAR:  What I was referring to there is that when you have a market that -- when you have cost-based elements but also play in your competitive markets, there could be asymmetric windfalls if the market structure is not appropriate.  In other words, there could be the ability for some players to take cost-based storage and potentially arbitrage it off in the competitive market, resulting in some windfalls.
     MR. THOMPSON:  That's what you're talking about?
     MS. GIRIDHAR:  Yes.
     MR. THOMPSON:  Cost-based storage being arbitraged by those that acquire it.
     MS. GIRIDHAR:  That's an example.
     MR. THOMPSON:  Are there any other examples in the context of what you've presented here?
     MS. GIRIDHAR:  We've talked about this concept within the unbundling of the transportation element of our rates as well.
     MR. THOMPSON:  This is a very well written piece on regulation and value-of-service pricing.  Do you agree -- well, is there a difference between, in your view, rates which allow value-of-service pricing and no rates at all?
     MS. GIRIDHAR:  Could you repeat that?  I’m sorry.
     MR. THOMPSON:  Well, what you're talking about here, in my interpretation, is value-of-service pricing, rates that allow value-of-service pricing.  That's your proposal.
     MS. GIRIDHAR:  Yes.
     MR. THOMPSON:  So this has got nothing to do with forbearance.  These are rates that envisage value-of-service pricing.
     MS. GIRIDHAR:  That is correct.  


MR. THOMPSON:  Thank you.

     Now, in paragraph 9 and following, 9, 10, and 11, you're describing what happens if the gas system

goes down.  

     MS. GIRIDHAR:  Yes.

     MR. THOMPSON:  It's not a pretty sight.

     MS. GIRIDHAR:  It isn't.

     MR. THOMPSON:  And you use phrases here, for example,

you talk about the risk of system outages.

     MS. GIRIDHAR:  Yes.

     MR. THOMPSON:  Can you tell me how you evaluate that

risk?  Is there a numeric evaluation of the risk of system

outages today?  And then another valuation of the risk of

system outages with peaking power generators on the system? 

Has someone done the comparative risk analysis, if I may say that?

     MS. GIRIDHAR:  It's a qualitative assessment, because

you know what your system constraints are today and how you

manage them today, with the assets you have.  And then what

we did was to look at the addition of an unpredicted

implement to the load and what would that do.

     So it's not a model or a highly quantitative exercise,

it is qualitative in nature.

     MR. THOMPSON:  Well, can we say anything more than the

risk of the system outage is higher than it was before with

power generators on, or can that be quantified in any way?

     MS. GIRIDHAR:  I think the point that's being made

here is that if there was an unpredicted, for example, 

unpredicted draft of the system, and they wanted gas

supplies to back that up, then the potential for an outage

would increase.  So that's what that's in reference to.

     MR. THOMPSON:  All right.  Well, what should I take

back to my mother to tell her about the risk of all of this

stuff?

     MS. GIRIDHAR:  I think what you should take back is to

tell her that --

     MR. THOMPSON:  My mother's dead, by the way.  My wife.  My granddaughter.

     MS. GIRIDHAR:  Well, I think the whole intent of this

exercise is to state that we are cognizant of what the

rings are.  We've made an attempt to quantify what the

consequence of such a risk would be, of the risk 

materializing would be, and therefore we believe that we

need appropriate pricing to ensure that you minimize the

risk of system outages.

     MR. THOMPSON:  On paragraph 12 at page 5 of this 

there's the phrase "outage probability."  Does that have any numerical connotation?

     MS. GIRIDHAR:  No, that was qualitative as well.

     I just wanted to provide a framework in which you

could analyze the provision -- the manner in which we have

structured these services.

     MR. THOMPSON:  Sorry.

     MS. GIRIDHAR:  You didn't hear what I said.

     MR. THOMPSON:  Okay.  That's good because I wasn't listening so we'll move right along.  

In paragraph 17 you're talking about principles.  And this comes back to, we're talking about "no harm" to existing customers a moment ago with Mr. Grant, you agreed that's the guiding principles.  But in this paragraph we seem to have diluted it to "no undue burden."  Should I read that to be "no harm"?  This is in the third last line of paragraph 17.

     MS. GIRIDHAR:  I've used the word "no undue burden"

because I think it's -- the intent is no harm, but the

demonstration normally is that there is no undue burden

because it's very difficult to quantify to any great degree

of specificity.  So the idea is you want to preserve the

quality of service and the costs to existing customers even

as you add new customers on the system.  But at the end of

the day, we do cost allocation exercises.  We have the same

set of assets that serve several different customers, so I

just prefer the no undue burden.

     MR. THOMPSON:  I thought you agreed with me, no, we

have -- or I with you.  No harm and no undue burden.

     MS. GIRIDHAR:  Should be the same.

     MR. THOMPSON:  Should I treat them as synonymous?

     MS. GIRIDHAR:  Yes, you can.

     MR. GRANT:  Within the broad definition, the Board's broad definition of just and reasonable.

     MR. THOMPSON:  Did I ask you a question?  It's okay.  It's discovery.

     Now, you've had discussion about why you prefer --

just coming back to the pricing of these new services,

and I'm just about done here, you'll be glad and pleased to

know -- why you preferred value-of-service pricing.

     But what is the cost-based price for 125?  Can you

undertake to provide that?

     MS. GIRIDHAR:  For 125, we have provided the 

cost-based price.  The distribution price is a cost-based price.  And the balancing service was also priced predominantly on cost, as I mentioned.  It's reflective of the cost of injections, withdrawals, and an allocation of storage costs.

     MR. THOMPSON:  So I should have asked it about 316.

     MS. GIRIDHAR:  Yes.

     MR. THOMPSON:  Could you provide, by way of

undertaking, the cost-based price for that service?  And I don't think it's a hundred million divided by 2 Bcf.     MR. GRANT:  I think we can work up the number as an

undertaking to take away here, an undertaking.

     MR. THOMPSON:  Thank you.

     MS. SEBALJ:  That's EGD Undertaking No. 7, to provide a cost-based price for Rate 316.

EGD UNDERTAKING NO. 7:  TO provide a cost-based price for Rate 316 
     MR. THOMPSON:  And now I just want to understand a

little better the floor price that was being discussed with

earlier questioners.

      I took it to be a floor price for the entire 2 Bcf. 

Am I right?  Is that what we're talking about?

     MR. GRANT:  Yes.  I think that's what I was referring

to.  And if I can illustrate by way of example.

     Let's say, for example, the undertaking that we just

gave, which is to calculate the cost-of-service, let's say,

for argument's sake, it comes out to $5 million a year.  But we do another analysis that says, while the strict

cost-based rate is $5 million a year, the value to existing ratepayers, if you were to do something similar to this build, because, quite frankly, existing ratepayers don't need firm deliverability 365 days a year that are proposed here.  It's targeted to the gas-fired generation market.  
But having said that, with that qualifier, if we did that kind of analysis and it came out and said, Well, the value to existing ratepayers of you proceeding with something like this really is $6 million a year as opposed to $5 million, that $6 million a year becomes the floor price, if you will, in the process that I was described.

     MR. THOMPSON:  And so you put the 2 Bcf out for open

season, and if you got bids less than $5 million, what do

you do then?

     MR. GRANT:  Well, I think if we got bids less than $5

million, we would essentially be saying, well, even if we

built this as it's currently designed, it's actually going

to increase rates because -- sorry, because the

cost-of-service is five, the bids are four, we're not going to let it out to bid at four, because the value is different from that.

     MR. THOMPSON:  It's economically unfeasible.

     MR. GRANT:  Correct.

     MR. THOMPSON:  So if the bids come in at six then you're going accept the bids.

     MR. GRANT:  Yes.

     MR. THOMPSON:  And that produces a $1 million spread

above the cost.

     MR. GRANT:  Yes.

     MR. THOMPSON:  And is that the amount that's going to be shared?

     MR. GRANT:  That's the amount that is open for debate.

     MR. THOMPSON:  For sharing?

     MR. GRANT:  For sharing.  And what I was alluding to

earlier, and again we'll stay with this example.

      We could have a million dollars in that example

sitting in a deferral account.  There may be certain 

parties, gas-fired generators, who say we should get the

whole thing.  We, the gas-fired generators.

      They will be at liberty to make those arguments when

that account is disposed of by the Board.  Others will argue for a different sharing.  And, in fact, if you take it right to its logical conclusion, if the Board were to forebear on this set of services, then obviously it would go to the shareholders.


So therein lies the debate.  And what we're simply saying is that there's a mechanism for the Board to allow that debate to happen down the road, by capturing any difference in a deferral account.
     MR. THOMPSON:  Okay.  But the sharing that was referred to in the evidence was the sharing between bundled and unbundled.  By bundled, I think you meant people on -- sorry, by unbundled you meant the people on 316?
     MR. GRANT:  Right.
     MR. THOMPSON:  And by bundled you meant the existing customer base?
     MR. GRANT:  That's correct.
     MR. THOMPSON:  And you've introduced another feature to it which is if -- the shareholder's not letting this go yet.  Its push is on the forbearance button, in which case you get it all, if you win?
     MR. GRANT:  In the forbearance scenario, yes.
     MR. THOMPSON:  That's your theory.  But all this stuff is in rate base; right?  The assets that are generating the 5 million, the 6 million, or whatever, are in rate base?
     MR. GRANT:  That's correct.  I really was wanting to make sure that no options were closed off for the Board.  If the Board decided that it was going to forebear on this set of services, then our proposal doesn't close that door for the Board, the amount sits in the variance account.
     MR. THOMPSON:  Okay.  Now, just in connection with these new services and the terms and conditions that relate to them, is there anywhere in the new services that mandates when the customer, the power generator, has to start replacing gas into the system that it's taking out?  If it's drafting gas, is there some hourly or -- when does it have to start putting gas back into the system?  Is there some requirement there?
     MS. GIRIDHAR:  Based on the way it's laid out, if the customer's drafting in the wintertime and the daily draft exceeded 10 percent, then essentially they would have to cash out, which meant that the 10 percent imbalance could be carried over, but anything above that would be a forced sale at 150 percent of the price of gas on the day.  So they wouldn't actually be replacing the gas over 10 percent, it would be a purchase.
     MR. THOMPSON:  But is there a time limit when they have to start doing this?  In other words, I draft today --
     MS. GIRIDHAR:  Right.
     MR. THOMPSON:  -- I'm in drafting ground.  How long have I got to start replacing that, if I'm a power generator?
     MS. GIRIDHAR:  It's identified as a physical limit to that draft.  So you can draft up to 10 percent.
     MR. THOMPSON:  Right.  That's a free draft?
     MS. GIRIDHAR:  Well, it's a paid-for draft, there’s a charge associated with it.
     MR. THOMPSON:  Right.
     MS. GIRIDHAR:  There is also a provision in the rate that says that at the end of the month the account -- 5 days after the close of the month, the buying gas account should be back to zero.

     MR. THOMPSON:  Okay.  I think I've got it.


Now, finally, just with the other additional services, you've been discussing that with others, I won't go into it other than to ask this:  Are these available to all other customers, these additional services?
     MR. CHARLESON:  Yes, they are.
     MR. THOMPSON:  Thank you very much.  


Those are my questions.  I was about an hour, like yesterday.
     MS. SEBALJ:  Thank you, Mr. Thompson.  


Let's take a break and come back at a quarter after, if possible.  All in the name of getting out of here before 7 tonight.


I had one question.  Jim, you said you were going to be a couple of minutes, is that what you said?
     MR.REDFORD:  Yeah.  I basically have the same question for Enbridge that I had for Union, so it should be short. 


MS. SEBALJ:  Okay.  We can go off the record, thank you.


--- Recess taken at 4:06 p.m. 

--- On resuming at 4:30 p.m.

     MR. MUKHERJI:  Let's resume.  Mr. Moran.


CROSS-EXAMINATION BY MR. MORAN:
     MR. MORAN:  I wonder if you could turn up tab 2,

schedule 1, at page 7.

     MR. CHARLESON:  Which exhibit is that?

     MR. MORAN:  I believe it's Exhibit B.  I'm looking at

my notes.  Yeah.

      Sorry, I forgot to write down the exhibit number, but if you could just bear with me for one more minute.

     MR. CASS:  Probably is D.

     MR. MORAN:  Yeah, it's Exhibit C, at tab 2, schedule 1, page 7.

     And my question relates to the minimum contract demand

for 600,000 cubic metres.  And the question is this: What

prevents Enbridge from setting a lower threshold than 

600,000 cubic metres so that medium-sized generators might

be able to take advantage of this service?

     MS. GIRIDHAR:  The requirement was set at 600,000

cubic metres when Rate 125 was first established, and the

logic at the time was twofold.  One was that we expected

that a hundred megawatt power generation plant would use in that neighbourhood, at the time.  As well, it was viewed as a good separator, if you will, in terms of identifying loads that were large enough that would require extra

high-pressure mains relative to our existing customers.

      So that's the reason why it was set at 600,000.  We

believe it's still appropriate for the kind of plants we're

looking at, at this point.

     MR. MORAN:  All right, so if I understand your answer

correctly, the 600,000 cubic metre cut-off or floor, I guess, would be one that would allow any generator from about 100 megawatts and up to take advantage of this service, based on what you were looking at?

     MS. GIRIDHAR:  That's right.

     MR. MORAN:  All right.  Could you help me understand

the assumptions that went into determining that it would be

100 megawatt generator who would use about 600,000 cubic metres?  What were the assumptions behind that size of

generator’s operation?

     MS. GIRIDHAR:  I'd have to get back to you with an undertaking.

     MR. MORAN:  That's fine, then.  If we could have an

undertaking.

     MS. GIRIDHAR:  I should clarify that the basis of the

600,000 was not specifically directed at power generators

because our rates are not end-use specific.  600,000 was

viewed as a good differentiator with respect to our existing rates, and the need for extra high-pressure

main, and it was also felt at the time that it would serve a power generation customer that was 100 megawatts or up.

     MR. MORAN:  Initially, it didn't have anything to do with megawatts but in the context of what you've brought forward, as I understand your answer, the 600,000 cubic metre cut-off will allow 100 megawatt generator to take advantage of this service, all right.

     MS. GIRIDHAR:  That's what I was thinking.

     MR. MORAN:  And so the undertaking would be simply to

provide us with the operational assumptions that you made

for 100 megawatt generator so that, in fact, they

would be able to take advantage of this service and meet the 600,000 cubic metre volume, minimum volume.

     MS. SEBALJ:  That's EGD number 8.

EGD UNDERTAKING NO. 8: TO provide the operational 
assumptions that WERE made for 100 megawatt generator 
so that they would be able to take advantage of this 
service and meet the 600,000 cubic metre Minimum 
volume
     MR. MORAN:  For generators that are smaller than 100 

megawatts, have you given any consideration to how you would meet the needs of smaller generators who face the same kinds of operational issues that larger generators will face in Ontario?

     MS. GIRIDHAR:  For smaller generators, well, we're

also working on the re-design of our 300 series of rates. 

So rate 300 is an unbundled distribution rate.  And

they would be accompanying balancing features on rate 300

and the availability of our storage service that could work

for smaller generators, just as we anticipate that those

rates would work for industrial customers.

     MR. MORAN:  And is it a match, service for service with the proposed Rate 125?

     MS. GIRIDHAR:  Excuse me?

     MR. MORAN:  Does rate 300 match the services under your proposed Rate 125 so that smaller generators will have the same kind of services available to them as they would under Rate 125?

     MS. GIRIDHAR:  They're not identical, so I'm hesitant

to use the word "match" but there are similar elements in

Rate 300.  There's the balancing piece in rate 300, and then there are accompanying or companion rates that the customer could take.

     MR. MORAN:  I should say before I ask any further

questions, my questions may be a bit disjointed because I

have dropped a number of questions based on what we've

already heard today.  In fact, I think I'm probably in a

position to correct my imbalance from yesterday.

      And because Union and Enbridge are seamless 

operations, I'm sure that both Union and Enbridge will

benefit from my shorter time today.

      Now, at page 12 of the schedule, in paragraph N, you

talk about the determination of service.  Am I correct in

understanding that the termination of service, it's the

basic English meaning and you're just going to cut them off?  Cut customers off, is that what you mean by

termination of service?  Or have you considered other measures that might have less of a draconian impact on customers such as flow-control valves and that kind of thing?  

     MR. CHARLESON:  At this point, the view has really been more towards the straight termination of services, like, to shut the plant right off.

     The potential for flow-control valves to reduce is

something that could be considered but you would also have

to what you understand the implications of that could be to

the operation of the facility as well.  Could you 

effectively shut down the plant by reducing the flow?  You

know, there's a minimum flow rate that -- my understanding is there's a minimum flow rate that would be required to keep the plant operational, so do you effect the same outcome?  But it's something that, you know, we would be willing to consider at this point, though, we'd look at the straight shutoff.

     MR. MORAN:  All right.  So in the example of a power

plant where you have, for example, three combustion

turbines, we'd clearly, you have an option of shutting the

whole plant off but would you agree that you would also have the option of asking for termination of the –- shut down of one or two as opposed to all three of the combustion turbines.

     MR. CHARLESON:  I think in any situation where we're

talking about the termination of service, it's not something that we're going to take lightly or do in a haphazard manner.  There would likely be a fair amount of

communication occurring between our gas control people, our

contract administration people, and the customer, to

understand the circumstances and the situation, and to

understand what could be done to alleviate the situation

that's being created.

     There would also have to be some discussions as well

with the IESO to understand what the implications of

terminating that customer may be.

     So, while the rate would be there, it's something 

that, like I say, would not be done in a haphazard manner or taken lightly.

     MR. MORAN:  All right.  Given the range of end uses that you have on your system, and given that electricity can be a critical operation in Ontario society, how do you go about determining amongst those end uses the basis or order in which you might terminate services to various end-users, including power generators?
     MR. CHARLESON:  Well, you're going -- again, the distribution services are provided on a firm basis with the exception of, say, our interruptible customers where there are notice periods that are embedded into those interruptible rates.  


For these unbundled customers, there's an expectation and a requirement of ensuring that supply is being provided to match the consumption on a daily basis.  So to the extent that you're incurring, say, a loss of pressure in your system because an unbundled customer's failed to, kind of, live up to their end of the agreement, you would obviously look at removing that load before taking any of your firm loads off the system.  And as we've identified in our evidence, the risk or the impact of losing pressure to the whole system is quite dramatic and very costly to society as a whole.


So, you know, the loss of having to take off a power plant where electricity maybe or some power may be lost for an hour or two, depending on how long it takes for the IESO to rebalance grid or to bring new supplies in, may be of significantly lesser impact than, say, losing the City of Toronto for gas supply.  So you have to balance all of those factors.
     MR. MORAN:  Do you have a protocol, in place, then, for determining how you will terminate service in the context of that kind of emergency situation?  
     MR. CHARLESON:  We do have emergency curtailment procedures that we use today for any loss or for any circumstances where there's, say, an upstream force majeure, or where there's loss of pressure.


From a power generation perspective -- just give me a minute.


From a power generation perspective, at this point we have a procedure that we follow.  For, say, not following certain contract parameters, in terms of a failure to deliver, I'm not sure that it addresses that at this point.  But those are the types of procedures that we'll have to ensure we have in place, you know, prior to these being running.
     MR. MORAN:  Do you have a protocol that you have worked out with the IESO in relation to power generation and how to terminate power generation?
     MR. CHARLESON:  No, we haven't at this time.  That is part of the ongoing discussions we're having with the IESO. 
     MR. MORAN:  Can I get you to turn now to Exhibit C, tab 2, schedule 1, page 11.  At the top of that page you indicate:



"These include the ability to title transfer



to a storage account for trade imbalances." 


Are you proposing any constraints on imbalance trading based on location?  For example, as between CDA and your EDA?
     MS. GIRIDHAR:  Well, under our additional service offerings we've identified fees applicable if the imbalanced trading is between two market areas, EDA versus CDA, but there's no restriction to the physical ability to do so, I believe, subject to check.  I might have to go back, but I don't believe we have restrictions.
     MR. MORAN:  All right, I'll take that, subject to check.
     Now, Mr. Grant, you told Mr. Brown that injection and ratchet provisions under Rate 316 service would be subject to negotiation.  And then there was a discussion about an open season.


I wonder if you could help us to understand how you could have an open season if the terms of the service haven't been defined and are subject to negotiation in the manner you've described.
     MR. GRANT:  Yes.  Part of the uncertainty there is related to whether we're going to land on an initial proposal in the documentation for the open season as to whether it would be one ratchet or two.  So we haven’t landed on that decision point.  But the point that I was making earlier was that we're flexible.  We want to hear what the customer, whoever it is that's bidding into the process, whatever additional features they may wish and the appropriate conditions they may attach to it.


So we want to make sure that we are being responsive the market through the process, such that we are prepared to negotiate around that particular item.
     MR. MORAN:  All right.  So in the context of an open season, if everybody's looking at the same thing, then it will be a straightforward process; price will drive the selection.  But if you have people who are bidding into an open season with different needs being bid in, how do you go about sorting out the successful bidders when they're not bidding on the same thing, or asking for the same thing?
     MR. GRANT:  Well, I think at the end of the day, and I think this was an earlier question here that went to the point about whether -- in other words, whether it was going to be simply price at the end of the day or whether it was going to be price and terms.  And my answer was, it was going to be price and terms.


So from a logistics standpoint, which I think is your question, it's certainly an issue for us that we have to work through.  We haven't finalized how it is we're going to conduct this process, but the general thought is that we want to be as responsive to the market as possible and get as much interest in what we're proposing as possible.
     MR. MORAN:  There were questions earlier with respect to the limited amount of high-deliverability storage that's available.  What measures are you proposing to ensure that that limited high-deliverability storage will actually be available to the infranchise customers of Union?  


In other words, you know, how are you establishing priorities for that resource? 
     MR. GRANT:  We're talking here about deliverability that exceeds 1.2 percent?
     MR. MORAN:  Yes.
     MR. GRANT:  Which is the system-wide average here.
     Well, if I understand your question, we don't see a great need in the utility today for service that is above approximately 1.2 percent.  So I don't see where there's going to be a requirement to establish priorities as between existing customers and the new set of customers on that particular point, as long as -- as long as we're talking about deliverability of 1.2 percent.

     MR. MORAN:  How do you deal with the new enfranchise power generators?  I guess my first question is, what have you done to determine what the requirements of new power generators are with respect to high-deliverability storage?
     MR. GRANT:  Well, I think what we've done is, in evidence, we've made certain assumptions.  And it depends on what power generator you're talking to.  They can have any number of ways that they're thinking of balancing their loads and drawing on a storage type of service, and it does represent quite a broad range of outcomes.  


So we don't have any particular thought in mind, other than what we've described in evidence.  We've got to design it for something that is, hopefully, in the middle of the possible outcomes.

     MR. MORAN:  All right.  And as I understand what you're proposing, anything different from 1.2 percent

deliverability, that's going to be market-based, is it fair

to say that if it's market-based you're not going to

distinguish between infranchise and exfranchise customers? 

It's whoever can get it based on market price?

     MR. GRANT:  That's correct.

     MR. MORAN:  All right.  Do you have any limits ton

maximum quantity that any individual party can bid for?

     MR. GRANT:  No.

     MR. MORAN:  I'd like to turn now to Exhibit C, tab 2,

schedule 2, page 2.  And this is the proposed tariff for Rate 125.

     In the fourth paragraph, you refer to customers with

multiple Rate 125 contracts within a primary delivery 

area, and that they may combine their nominations subject

to system-operating requirements and subject to the contract demand for each terminal location.

     With respect to a group of customers who each have Rate 125 contracts who want to operate under the umbrella of a single management entity, is that option available in that scenario?

     MS. GIRIDHAR:  Yes.

     MR. MORAN:  And am I correct in assuming that it's 

not -- that option isn't particularly reflected at this

point in the proposed tariff?

     MS. GIRIDHAR:  Well, with respect to the distribution

rate, the distribution rate applies to each terminal

location.  So are you thinking about nominations or are you

thinking about aggregating loads for distribution purposes?

     MR. MORAN:  The paragraph refers to the ability to

combine nominations.

     MS. GIRIDHAR:  Nominations.  Yes.

     MR. MORAN:  All right.  So the scenario as I understand it in the paragraph is a single customer with multiple 125 contracts can combine nominations.

     MS. GIRIDHAR:  That's correct.

     MR. MORAN:  So my question is can multiple 

customers --   

  
MS. GIRIDHAR:  Under the --

     MR. MORAN: -- under the umbrella of a gas management who meets all the other requirements that you would normally require, good credit and all of that is that option available to that group of customers to combine their nominations? 

     MS. GIRIDHAR:  I guess my answer -– sorry.

     MR. CASS:  I was going to suggest that perhaps we take

this as an undertaking.  Is that acceptable?

     MR. MORAN:  Right.  And I think it's fair to say that

that option is not currently reflected in the tariff.  The 

question is can it be, or if not, why not, and if you want to take time to think about it and give it as an undertaking response, that's fine.

     MS. SEBALJ:  That will be Undertaking EGD No. 9,

which is whether multiple customers want to operate under Rate 125 assuming they meet all other eligibility criteria conducive.  

EGD UNDERTAKING NO. 9:  TO ADVISE whether multiple customers want to operate under Rate 125, assuming they meet all other eligibility criteria conducive for the purposes of pooled nominations

     MS. SEBALJ:  Sorry, is that not your understanding of

the undertaking?  I'm seeing...

     UNIDENTIFIED SPEAKER:  I just thought we had been talking about nominations. 

MR. ROZENKRANZ:  Pooled nominations.

     MS. SEBALJ:  For the purposes of pooled nominations.

     MR. MORAN:  All right.  In the same schedule, Exhibit 

C, tab 2, schedule 2, at page 6. 

      My question is about the section on operational flow

orders, and I wonder if you could clarify whether 

operational flow orders are proposed to be location-specific or system-wide?

     MS. GIRIDHAR:  We expect them to be 

deliver-area-specific, but I guess you could have 

a location-specific situation as well.

     MR. MORAN:  So it would be system-wide within the

delivery area, so is it just one of those “it depends on what the problem is” kind of questions.

     MS. GIRIDHAR:  I think so.  Well, if there was a pressure issue in a particular location within the system, that might impose an OFO in an area, but not being a gas person -- that's, again, subject to check, not being an engineer, and not knowing how networks operate.

     MR. MORAN:  All right.  Well, we'll take it subject to

check, and I guess you can respond in writing if it's different.

     MS. GIRIDHAR:  Yes.

     MR. MORAN:  If we can then go to page 1 in the same

schedule, Exhibit, C, tab 2, schedule 2, page 1. 

     With respect to commodity charge, it indicates it's

not.  Has Enbridge done a study to confirm that there are no variable costs relating to supplying Rate 125 customers?

     MS. GIRIDHAR:  The only variable costs for

distribution function are gas losses in the system, and

that's been confirmed.

     MR. MORAN:  All right.  And my next stop is Exhibit C,

tab 2, schedule 2, page 4, I apologize for jumping around

that schedule.  And this question is about the definitions,

applicable delivery area as it's set out on that page, it

indicates that it shall be specified by contract as a primary delivery area.  

And then it goes on to say:

          "Where system operating conditions permit,

          the company in its sole discretion may accept

          a secondary delivery area as the applicable

     delivery area by confirming the customer's     

     nomination of such area."

     And then it goes on.

     And then there's a definition of primary delivery 

area, and it says:

“The primary delivery area shall be the

          delivery areas such as EGD's central 

delivery area, CDA, or EGD's eastern delivery

          area.”

And then over the page we have a definition of secondary delivery area:

"A secondary delivery area may be a delivery

          area such as Dawn where company at its sole

          discretion determines that operating

          conditions permit gas deliveries for a

          customer."

Now, the use of the word may suggests that there might be some flexibility.  And so the questions is whether a secondary delivery area if your primary is the EDA, could the secondary be the CDA or vice versa?

     MR. CHARLESON:  Yes, it could.

     MR. MORAN:  So you could add that word into the tariff, if it's adopted, ultimately.  Or you wouldn't have any objection to adding that word into the tariff to clarify that point?

     MR. CHARLESON:  No, it's again, clear within the tariff that it's at the company's sole discretion.  So it would only be in circumstances where it could really work for the company.

     MR. MORAN:  Right.  Which takes me to my next question:  What are the factors which will form your discretion?

     MR. CHARLESON:  The principal factors that would form

the discretion would be the need for the supply by the

company at the various delivery areas, so assess it.  And

that's why, you know, where Dawn is kind of the first one

identified, there are times where it may be of benefit to

the company to receive the gas at Dawn as opposed to the CDA or the EDA, say during the consumer, where we would be able to inject the gas into storage for, well, for injection purposes.


Looking at the example that you indicated, that you suggested earlier, the CDA or the EDA, while there might be a benefit to the company and to our ratepayers, if somebody  wanted to use the EDA where the CDA was their primary delivery area, but in the winter on a certain day they wanted to deliver that gas to the EDA, it may help us to offset the peaking supply in the EDA on that day.
     MR. MORAN:  Okay.  Thanks.  


The last thing I want to just refer to.  Yesterday I produced a document that contained four electricity days in it.  And there was an undertaking that I wanted to get from Union Gas.  And as things stand now, we're having a teleconference call on Friday to work out what that undertaking should look like.  And I just want to confirm that I can deal with that issue with Enbridge in that same conference call.  I believe Enbridge will be involved in that?
     MR. CASS:  This is the same call that will address Board hearing counsel's question 35 to Union and question 22 to Enbridge?
     MR. MORAN:  Yeah, and a question that I had yesterday of Union as well.
     MR. CHARLESON:  Yes.  The only caveat I would have to that is that I'm not sure that Enbridge is in possession of your document.
     MR. MORAN:  No, it will be circulated to everybody before the conference call.  


All right.  Those are all my questions.  I think I have balanced.
     MS. SEBALJ:  Thank you, Mr. Moran.  


I think we are now on to Mr. Wightman.


CROSS-EXAMINATION BY MR. WIGHTMAN:
     MR. WIGHTMAN:  Hello, panel, James Wightman on behalf of VECC.


From what I gather today, you were not able to provide any information about the cost allocation methodology for the incremental capital and O&M costs associated with the new services or the impacts on rate classes; is that true?
     MS. GIRIDHAR:  Are you referring to the implementation costs?
     MR. WIGHTMAN:  Yes, the $26 million capital costs and the $280,000 annual O&M costs.
     MS. GIRIDHAR:  The storage.  

     MR. GRANT:  That's correct.  We're not in a position to do that, and that is something that may not be relevant for the whole $26 million bid, simply because it's being offered into the competitive market.  Having said that, there is obviously some component that would need to undergo some analysis.


I think there's a bit of a philosophical issue buried in your question as well, that being, if you have got market rates for this particular build program that we're talking about, cost allocation and designing rates themselves doesn't really enter into the debate, if you will.  The major issue, I think, would be whether you're receiving enough in the marketplace for this particular build that you're undertaking such that there's no undue burden on existing ratepayers.  I think that's the central issue.
     MR. WIGHTMAN:  Well, I hear your point.  Even at the level of whether you would roll in or embed costs and allocate them to different rate classes, or it would be incremental tolling, even at that level you're not in a position to tell us about that.
     MR. GRANT:  I think we have an undertaking to develop a cost-of-service, cost-based rate for Rate 316.  And that would be done at the margin -- that would be done on an incremental basis.  So that may, at least partially, answer your question.
     MR. WIGHTMAN:  Okay.
     Earlier this morning I think I heard Mr. Grant say that EGD can't develop any more than the 2 Bcf capacity.  Is that correct?  Could you just tell me why you couldn't develop any more than that?
     MR. GRANT:  Certainly.  As I have indicated, I think, in the evidence, we have certain constraints within the system.  And those constraints do limit the extent to which one can elevate pressures in the pools, and we need to live within some of those constraints to develop new capacity.  


So it's on that basis, when we analyzed our system, that we decided that the 2 Bcf was a cap, if you will, in terms of what it is we could develop.
     MR. WIGHTMAN:  And so this was specific to that project, that's what you could develop?  You could maybe develop more Bcf somewhere else?
     MR. GRANT:  Certainly.  If one were to pursue, for example, an exploration program and try to discover more pools, one could do that.  One could take a look at whether you needed to do any wholesale re-engineering of your existing system, and that may provide you some benefit down the road, some ability.


But our focus here is to really work with the system that we've got, within the limits that we have, and to develop a service and develop a capacity.
     MR. WIGHTMAN:  Okay.  Thank you.  


I'd like to refer now to Exhibit B, tab 4, schedule 1, page 2 of 9, and look at the paragraph numbered 5 on that page.  This is the section that Mr. Thompson admired.


Now, in the third sentence you refer to "market clearing prices."  And by "market-clearing prices" you mean prices such that quantity demanded is equal to quantity supplied; correct?
     MS. GIRIDHAR:  That's correct.  Customers who want service get service.
     MR. WIGHTMAN:  Mm-hmm.  And in a competitive market, prices are jointly determined by supply and demand; would you agree with that?
     MS. GIRIDHAR:  Yes.
     MR. WIGHTMAN:  And that's kind of a basic framework when you're analyzing market problems or efficient outcomes?
     MS. GIRIDHAR:  Yes.
     MR. WIGHTMAN:  It's a pretty standard, maybe the most standard, tool than an economist would use.
     MS. GIRIDHAR:  That's right.
     MR. WIGHTMAN:  Okay.  


So I'll put my own words on it.  You've said that price is equal to marginal value.  And that's, presumably, because at whatever the price is, nobody will buy an additional unit if it's worth less to them than what they're giving up, with what other uses they would have for that money; that's correct?
     MS. GIRIDHAR:  That's correct.
     MR. WIGHTMAN:  Okay.  


And in a competitive market, would you agree that the price-taking assumption is used?  There are many buyers many sellers?
     MS. GIRIDHAR:  That is correct.
     MR. WIGHTMAN:  And they act as price takers.
     Would you agree that another condition in a competitive market, it's an equilibrium condition and an efficiency condition, is that price equals marginal costs.
     MS. GIRIDHAR:  That is correct.
     MR. WIGHTMAN:  Would you -- okay.  The word transparency is used a lot.  And I think of something transparent as something you could see through.  There's nothing hidden; correct?
     MS. GIRIDHAR:  Yes.
     MR. WIGHTMAN:  In a competitive market, consumers know prices, among other things, location, availability, et cetera.  Mm-hmm.

     Now, when you talk about negotiated prices, let's say

a bilateral negotiation, two sides, and let's suppose the buyer's reservation price is $3, the maximum, in other words, anything over 3 forget it.

      Let's suppose the seller's reservation price is $1; in other words, it's not worth it for me to sell it less than that.

      And let's suppose they agree on $2.  Neither one may

be knowing the other's reservation price; I doubt that in

negotiating you reveal that up front.

      Would you say that that $2 reflect a value of service?  Wasn't it worth $3 to the person?  Up to 3?

     MS. GIRIDHAR:  It's worth up to 3.

     MR. WIGHTMAN:  Yeah.

     MS. GIRIDHAR:  But the fact at that this price settled

at 2 is an efficient automatic, for both the buyer and the

seller.

     MR. WIGHTMAN:  It's efficient because both can gain

from exchange.

     MS. GIRIDHAR:  Yes.

     MR. WIGHTMAN:  But would it not be more correct to say

that the negotiated price is less than or equal to the

value of service, and it's greater than or equal to the cost of providing that?

     MS. GIRIDHAR:  Yes.

     MR. WIGHTMAN:  Okay.  Great.

     Okay.  I think that take takes care of that page.

     Would you agree with the proposition, and there's a

famous paper about this, but if you have a system

and somebody hooks up to your system, that generally

economics says they are certainly being subsidized if they

pay less than their incremental costs?

     MS. GIRIDHAR:  Okay.

     MR. WIGHTMAN:  Or that the cost be incurred.  Thank 

you.     

There were a bunch of questions from a -- a group of

questions from Board Staff.  And a number of them asked

about feedback from different groups.  Now, with respect --

and I believe you've also referred today that you believe

that these enhancements, while being undertaken to provide

these flexibility that power generators and other similar

customers might require, you believe that that would provide an enhanced system that would be of value to all customers.

     MS. GIRIDHAR:  Yes.

     MR. WIGHTMAN:  Have you gotten any feedback from

general service, let's say low-volume general-service

customers, as to whether they perceive there to be value in

these enhancements?

     MS. GIRIDHAR:  In referring to value, to themselves

from the availability of these enhancements; is that right?

     MR. WIGHTMAN:  Yeah.  Yeah.

     MS. GIRIDHAR:  So, for example --

     MR. WIGHTMAN:  Rate one customer.

     MS. GIRIDHAR:  Rate one customers would tell us that

they would derive value from high-deliverability storage,

something like that?  

MR. WIGHTMAN:  Well, from the system

being enhanced through whatever.  I believe I heard you just say that you believe there were benefits to all customer classes or that there will be.

     MS. GIRIDHAR:  I think the point is that to the extent

That there are benefits to all customers, costs should be borne by all customers is the comment you've seen here.  In 

general, I think from the perspective of the general service customers, if addition of volumes leads to lower

distribution rates, that's a demonstration of benefit.

      If system enhancements, for example, to the storage

system, allow a reduction in the costs of providing 

balancing to system customers, because they have been compensated for the value of high-deliverability to them, well, then that's an enhancement because somebody is better off and nobody else is worse off.

     MR. WIGHTMAN:  A Pareto improvement, I guess you

would call that.

     MS. GIRIDHAR:  Yes.

     MR. WIGHTMAN:  Have you gotten any feedback regarding

willingness to pay for this better system from 

general-service customers to the extent that they may be

allocated more, some of these incremental costs?  Do you

have any idea that the benefits they'll receive are greater

than the incremental costs they'll receive or that they

value them as being greater?

     MS. GIRIDHAR:  I'm trying to think of a process that

would allow that to become evident.

     MR. WIGHTMAN:  Well, I just asked if you had received

any, and if there's no process and you haven't, that's okay.  I’m just wondering.

      A conceptual question:  Suppose Enbridge was balancing their whole system and everybody was getting balancing by Enbridge, getting balanced.

     Would it be cheaper for Enbridge to balance each

customer individually or look at each one individually?  Or

would it be cheaper and easier, more efficient, for them to

balance the system as a whole?  I mean, yeah, you're four

under and your eight over, but in total you're only four over.  Which would be cheaper to do?

     MS. GIRIDHAR:  The obvious answer to that is that

there is generally diversity in the system, so balancing in

the aggregate is cheaper.

     MR. WIGHTMAN:  Not all the time are obvious things

true, as I found out in some of these proceedings.

     Okay.  Thank you for that.  

If I could refer to the clarification questions that Board Staff team asked you.  At question 6 on page 3 of 9:  On what sort of basis does Enbridge assert any claim to a share of these earnings?  Like, why shouldn't they all go to reduce rates or for ratepayers?  

     MR. CHARLESON:  I think the issue of transactional

services has been dealt with within main rate cases and

that's probably best where the issue would be dealt with.

     MR. CASS:  But, James, if I could just clarify, yes, I

think Enbridge's position for the purposes of this 

proceeding is that, really, the issue is wide open as to

sharing, and everybody can come and assert their claim,

including the shareholder, but not that it will get resolved here.  It's not Enbridge's expectation that we resolve that here.

     MR. WIGHTMAN:  No, I just wanted some clarification or

anything else, and I thought you might refer to the

transactional services in your...

      And then, looking at question 10, the answer in the

establishment of the floor price, it would really assist

both me and my client, and I know some other parties here,

if you could sort of just give us a kind of worked numerical example as to how you do it.  It's not clear; we've had a few discussions at the breaks and a number of people aren't sure.

      Could you give us a worked example and just tell us

the assumptions, we could follow the numbers and just see how you establish the floor price?  It would just clear things up.  It would be very helpful.

     MR. CHARLESON:  Yes, we can do that.

     MS. SEBALJ:  We can mark that --

     MR. CHARLESON:  I guess we can do that and in that we

would state the assumptions that we're making.  And it would be an indicative example.  It wouldn't be with any specific numbers or anything like that.

     MR. WIGHTMAN:  Just for illustrative purposes for

understanding, that would be extremely helpful.

     MS. SEBALJ:  That will be EGD Undertaking No. 10.  And

my understanding is, it's an indicative example of the 

setting of a floor price for Rate 316.

EGD UNDERTAKING NO. 10:  TO PROVIDE indicative example of the setting of a floor price for Rate 316
     MR. WIGHTMAN:  Yeah.  Thank you.  Lastly, I think this

is even -- this is my special question.  This is even –- the answer, I hope, is even more obvious.

     But just, if you had gas at one point on your system,

a volume of gas, and you wanted to move that gas to another

point on your system, you would require a pressure

differential with higher pressure from where it was coming

from to lower pressure; is that true?  You would need a

delta.  If you had the same pressure at both ends, how would the gas move, is my question.

     MR. GRANT:  Through a pressure drop.

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

     MS. SEBALJ:  Thank you, Mr. Wightman.  I think we're on to Ms. Young.

     MS. YOUNG:  Actually, today's going to be Mr. Brennan.

     MS. SEBALJ:  Sorry about that, Mr. Brennan.


CROSS-EXAMINATION BY MR. BRENNAN:
     MR. BRENNAN:  Good afternoon, panel.  The first

question can be found, I guess, at Exhibit B, tab 4,

schedule 1, page 7, paragraph number 19.


In that paragraph, about halfway down, it states:



"The ability to withdraw large volumes of gas



from storage on a peak day displaces more



expensive peaking supplies and higher-priced



spot purchases." 


And then it goes on to say that:



"The higher injection capability enhances



storage benefits by creating more flexibility



in the use of storage." 


Can you tell me what those additional flexibility benefits might be?
     MR. CHARLESON:  I guess one of the obvious ones would be the additional injection capability could enhance, say, the volume of transactional services activity we may be able to do on a given day.  We have our existing system design, we can inject a certain amount of gas, which we may need to do for the purpose of the utility.  Having additional injection capability may give us the opportunity to do some additional TS activity.  That would be the easiest example.
     MR. BRENNAN:  So that's the primary purpose or benefit?
     MS. GIRIDHAR:  From the perspective of a customer who's contracting for a high-injectability service, the ability to inject a large volume of gas into storage on a day when, in fact, they might have to dispose of it at a very low price gives them value in and flexibility in terms of utilizing that gas.
     MR. BRENNAN:  Okay.  And those benefits, then, would also extend to bundled customers as well, or would it just be for those unbundled customers that would see that flexibility?
     MS. GIRIDHAR:  Well, that was with reference to an  unbundled customer.


MR. BRENNAN:  Right.


MS. GIRIDHAR:  Because the thinking there is that an unbundled customer has to balance their load.  I mean, if they've got excess gas in the system, they've got to do something with it.  And to the extent that that can be injected at a higher rate than it would otherwise be into storage, would mean that they would not have market exposure on that day. 
     MR. BRENNAN:  The next question I have is at page 8, paragraph 20.  And in there you talk about the fact that high-deliverability storage has market alternatives.  


And the question I have is:  Is Enbridge suggesting that because the high-deliverability storage has market alternatives then the service should be priced at market prices?
     MS. GIRIDHAR:  Essentially, yes.
     MR. BRENNAN:  And as a follow-up to that, would the traditional 1.2 percent deliverability, would that also have market alternatives as well?
     MS. GIRIDHAR:  It does, yes.
     MR. BRENNAN:  Okay.  But you don't see that being charged at market based rates?
     MS. GIRIDHAR:  Well, we're operating within the current storage regulatory framework that we have, that recognizes cost-based rates for infranchise customers -- sorry.
     MR. CASS:  And to some extent, Frank, I would say perhaps you're anticipating issues in the other part of this proceeding, to do with forbearance, when you ask that question?
     MR. BRENNAN:  No, not really.  I was just wondering why you make the distinction between high-deliverability storage and low-deliverability storage, both having market alternatives, and why one should be cost-based and the other one should be market-based.  That's all.  That's why I asked that question, I was just trying to understand that.
     Okay.  I wonder then if, also, at the last part of that same paragraph, there's a statement there that says:



"The Board has previously recognized that the



combination of regulated and market-based



services from regulatory assets requires a



sharing of benefits." 


What does that mean, exactly?  And who gets those benefits?
     MR. CHARLESON:  This is really just making reference to transactional services and the value that can be obtained from there.
     MR. BRENNAN:  Then we can move on to Rate 125.  If I could ask you to take a look at Exhibit C, tab 2, schedule 1, page 2, paragraph 5.  I think I know the answer to this.  I just want to confirm whether my understanding is correct.


So in the example, if a customer consumes 100 units each day but only supplies 98 units each day, he does not pay the load-balancing charges, any daily load-balancing charges?
     MS. GIRIDHAR:  Yes.
     MR. BRENNAN:  So each day, 365 days, he over-consumes or under-delivers.  As long as, I guess, he makes that 2 percent up the following day or whatever, then he's not charged any daily imbalance penalties, I guess, or whatever you call it, charges.
     MS. GIRIDHAR:  That's right.
     MR. BRENNAN:  Okay.  On page 3 of that same exhibit, on paragraph 6, in that table you used a couple of terms; "enhanced storage" and "enhanced transport."  Again, I just want to confirm that the enhanced storage you're referring to is Rate 316.
     MS. GIRIDHAR:  High-deliverability storage.
     MR. BRENNAN:  High-deliverability storage.  And enhanced transport is Rate 125?
     MS. GIRIDHAR:  No, the enhanced transport is the use of services with reserved capacity and greater nomination windows.  This is the upstream transport.
     MR. BRENNAN:  So you're referring then to what was referred to as the F24-T services?


MS. GIRIDHAR:  That’s right.


MR. BRENNAN:  Okay.  In that case, then, how would it work if someone took advantage of the enhanced storage, being high-deliverability storage, with, presumably, let's say, the 24 -- or the F24-S, but didn't have the F24-T?
     MS. GIRIDHAR:  This is in the context of the balancing provided by the company.  So you're still talking about a customer that is essentially unbundled.  So to the extent that they have a high-deliverability, 316 service and want to use it fully, they would have to contract for the appropriate upstream transport service, the high -- what's it called, the greater nomination window service.


What we're referring to here is if that customer is also relying on the utility to provide a default balancing service, we can do it in one of several ways.  The most expensive way for us to do it would be to actually also go out and contract and reserve capacity on behalf of that customer, so that if they weren't able to accurately predict and use the tools they had, that they could fall back on us, but then we would have reserve capacity to make sure that that's available to them.


On the other hand, option 1 was the low-cost version, where you have some user restrictions, i.e., on the day that you don't have excess transport available, let's say on M12, you don't allow them to draft the system.  But on the other hand, if they wanted to pack the system, you let them do that.  So this is not in the context of Rate 316, it's in the context of Rate 125.
     MR. BRENNAN:  Okay.  Thank you.
     And at page 7, paragraph 13(B), is it accurate to say that in order to determine the contract demand, a customer would multiply a maximum hourly flow rate by 24?
     MS. GIRIDHAR:  Yes.
     MR. BRENNAN:  That's how it works?
     MS. GIRIDHAR:  Yes.
     MR. BRENNAN:  I believe the panel mentioned this morning that you were planning to run the send-out model to determine, I guess, what the benefit to bundled customers would be in order to establish, sort of, a floor price for the Rate 316 storage service.  And the question I have is, given, I think, Mr. Grant, you mentioned this morning that there is going to be different versions of Rate 316 in terms of different ratchets, whether there's one, two, three ratchets, and things like that, is it the company's plan to run the send-out model through each

one of those scenarios to establish a floor price prior to

going out to an open season?

     MR. CHARLESON:  The expectation would be that we would

run model introducing the additional deliverability and storage capacity in a manner that it could be used by the utility.  So likely at the -- you know, to what extent would a 10 percent deliverability, you know, the 10 percent deliverability is kind of the top you've got available to you, and the excess space, what value does that bring?  Because that should be the, say, the optimum value

that's provided.

      I would expect it also to be doing some sensitivity on those send-out runs, so whether it would mean

running it at each of the ratchets or whether just testing

how that may change under a couple of certain scenarios.  We would definitely want to get an assessment of, say, the

sensitivity of that number.

     MR. BRENNAN:  Okay.  Thank you.  Then I wonder if you can go to page 11.  I believe it's still paragraph

13(j).

     And the question I had there, you talked about

authorized demand overrun.  Are there any considerations or

concerns around authorized hourly overrun or unauthorized

hourly overrun?  Like, how were you going to, if you like,

regulate a power generator who was exceeding his hourly flow rate?

     MS. GIRIDHAR:  That would be of concern to the 

company.  So I believe the overrun provisions would apply

based on both the hourly and the daily.  But we would

identify what group of customers posed that danger for us.

So in other words, if a customer is large enough, and 

exceeding that hourly maximum was viewed to be an integrity

issue, then we would be monitoring the hourly amounts, and

if the customer exceeded that, then the unauthorized demand

overrun provisions would apply, even if it was just for an

hour.

     MR. BRENNAN:  So there's nothing in your evidence right now that addresses that; is that fair to say?

     MS. GIRIDHAR:  I think the unauthorized amount overrun

says that it would apply when a customer exceeds the maximum hourly or daily contract amount.

     MR. BRENNAN:  Okay.  Thank you.

     And again on that same page under (k), in the second

sentence, it says:

     
"Any amount of unauthorized demand may

          establish a new contract demand for local

          facilities permit."

Can you explain that I guess particularly "where

local facilities permit" means.

     MS. GIRIDHAR:  The intent there is that if a customer is in an unauthorized demand overrun situation, one of two

outcomes can happen, while you would charge them for the unauthorized overrun, but then you would also re-establish their contract demand to the higher level.  But in doing so you would have to take into account whether your facilities in that particular part of the system can, in fact, accommodate that higher level of demand.

     MR. BRENNAN:  Right.  Okay.  Thank you.

     I believe I just have one more.  And the reference

there will be Exhibit C, tab 3, schedule 1, page 4.  And I

believe this has to do with Rate 316.  And on that page I'm

looking at paragraph (f), nominated storage provision.

     MS. GIRIDHAR:  Yes.

     MR. BRENNAN:  And it talks in that paragraph, the last

sentence it says:

“Finally, there may be periods when operational considerations limit either injection or withdrawal."

And I was just curious about that, in relation, I guess, to Mr. Grant's comment this morning where he said that you could get the 200 million or 200,000 gJs a day, each and every day.

     MR. GRANT:  Yeah, I think the context here is a 

ratcheted service under 316.  And my reference to 200 a

day, every day of the year, refers to what the build is

going to get us, that capability within the system.  And

obviously that would be available to somebody who has an

unratcheted service, 10 percent, to 200 a day, every day of the year, unratcheted.

     MR. BRENNAN:  So if someone has a ratcheted service,

then they wouldn't necessarily be getting a firm service?

     MR. GRANT:  They would get a firm service within their

ratchet, within their ratchet.  So my earlier concerns to

200 a day, every day of the year, again, refers to what

we can do for the build.

     MR. BRENNAN:  Right. I guess I'm just trying to

understand, when you say that there may be periods when

operational constraints or considerations may either -- may

be restricted, I guess, in terms of injection and withdrawals?

     MR. GRANT:  Frank, we'll take this away, because if there's an inconsistency here, we need to understand what

that is, or if the wrong impression has been given, we need

to take this away and figure it out.

      Because, again the intent, because of what we can do

with this build, we have the ability to offer that on a firm basis every day of the year.  It may be ratcheted down, but within your ratchet, you're going to get that firm service.

     MR. BRENNAN:  Okay.

     MR. GRANT:  So we'll take this away, and if we need to

correct this, we will.

     MR. BRENNAN:  Okay.  Thank you, those are my questions.

     MS. SEBALJ:  Thank you, Mr. Brennan.  

Mr. Redford. 

CROSS-EXAMINATION BY MR. REDFORD:
     MR. REDFORD:  Good afternoon.  My name's Jim Redford, and I'm hear on behalf of Market Hub Partners Canada.  And I have one question this afternoon, in two parts that was forwarded last week, and which is essentially the same question that was asked of Union Gas yesterday.

     And what Market Hub Partners Canada is really looking

to understand better is how a third-party operator, storage

operator, might interface with customers and offer the same

type of service -- new services that Enbridge is offering.

     And particularly, again, around storage.  And that

would be premised on a Dawn based service, like the 316

rate.

     I'll read through the question, and it was:

     
"Please explain the applicability of the proposed

          new services to customers seeking to source

          their gas from third-party storage facilities

          with transport on the Enbridge system,” and

          that really with reference to in the

          Tecumseh system, “rather than utility-owned

          storage."

And please illustrate with examples, I've probably given that…  

MR. GRANT:  A couple of background points, in response.

     First of all, the transmission service, if you will, in the context of the Tecumseh system, really, is talking about a short piece of pipe that runs from the main compressor plant to Dawn, about 13 miles long.


There are twin 30-inch lines that connect the main plant to Dawn.  And then, toward the south end of our system, there is also a 16-inch line that connects, currently, into the twin 30s, just upstream of Dawn.  But under our build program, we will be connected directly into Dawn.  So those are the paths that go into Dawn from our system.  


They're running at capacity today, so there is no incremental service that we could provide to a third-party storage operator with our existing assets.  


There is, I believe, a regulated rate or a transmission rate that Union Gas actually utilizes to move their gas that sits in their portion of the pool, if you will, of one of their pools, from that pool to Dawn.  And that's a regulated rate, and they pay that rate.  So to the extent that it continues to be a regulated rate, posted  rate, that is something that would be presumably available to third parties, subject to, obviously, capacity being there.
     MR. REDFORD:  And would Enbridge be willing to accommodate somebody if they were willing to interconnect into the Enbridge system, into that Tecumseh system, and look at a revised rate based on facilities required to accommodate that third-party storage provider and their transmission?
     MR. GRANT:  It's something that we could consider or we could discuss with an interested third party.
     MR. REDFORD:  I guess, really, the last piece I had was around the service itself, a high-deliverability service.  One of the questions that was asked earlier in the day was:  Would Enbridge look at adopting the nomination windows, the additional nomination windows, that Union is proposing?  And I believe that you've said that you would be willing to do that?
     MS. GIRIDHAR:  Yes.
     MR. REDFORD:  Okay.  Would that also apply, such a service, to a third-party operator to transmit along the Tecumseh system to Dawn?
     MS. GIRIDHAR:  Yes, as long as the customer has contracted for that kind of service, yes.
     MR. REDFORD:  That's it.  That's all my questions.  Thank you.
     MS. SEBALJ:  Thanks, Mr. Redford.  


Board Staff has a couple of questions.


QUESTIONS FROM BOARD STAFF:
     MR. MAN:  Hello.  Good afternoon, panel.  My name is Ron Man, and I'm from the Board support team.  I guess we are really getting to the most uplifting part of the afternoon, because we are close to the end.


The reference is Exhibit A, tab 1, schedule 1, page 4.  You indicated in that paragraph that rates for power generation customers should be set in a rate proceeding instead of in the NGEIR proceeding.  And you further submit the rate should be set in your 2007 rate case, in which I note Mr. Cass said this morning that the target date -- he mentioned target -- is June 1 for filing.


And you are prepared to work with parties to arrive at an appropriate process to accomplish this.  Could you elaborate on the process that you're talking about?
     MS. SEBALJ:  And there's a reference at the bottom of that paragraph, “appropriate process to accomplish this."  I wasn't sure if you wanted that.
     MS. GIRIDHAR:  The reference to an appropriate process was because of the overlapping time lines for the NGEIR proceeding and the 2007 case.  So our thinking is that there will be a point in the NGEIR proceeding where there will be enough unknowns knocked off, or enough certainty as to what the rate offering should be, and at that point we would incorporate that into the 2007 filing.


And the reason why we say we will work with interested parties is that, obviously, we need to know when that's likely to happen, and we'd be happy to accommodate that in that context.
     MS. SEBALJ:  I just have a quick follow up on that.  I'm interested to know, we've talked about the conceptual framework that you're expecting.  And in your evidence - I won't turn you to it unless you insist that I do it - but you indicate: 



“The company anticipates that this NGEIR 



proceeding will provide a conceptual framework 



for determining service offerings and rates for 



power generation customers by balancing 



customers' requirements with the cost --” 


I'm going too fast, aren't I, Karin? 



“-- with the cost of meeting those requirements 



and by taking into account the systemic 



challenges and the impacts new rates and services 



may have on other customers.  The company does 



not believe, however, that the NGEIR proceeding 



is the appropriate forum for actually setting and 



determining rates for power generation 



customers." 


I just would like to get a handle on what Enbridge's expectations are coming out of the NGEIR proceeding.
     MS. GIRIDHAR:  When we say "a conceptual framework," there's at least -- well, in terms of the service offering itself, we're hoping that the NGEIR proceeding would reveal that the service offering we have proposed is, in fact, appropriate in the eyes of the market participants and the Board.  So if we can nail down the service offering, that would be one thing.


There are several issues that are beyond our control and sort of upstream of us, in terms of the appropriate upstream services dovetailing into our own.  So that's another element.  And we recognize that that could not be fully determined as part of this proceeding either, because at least one party is regulated by the National Energy Board.  That's number 2.


The third one is conceptual acceptance of the pricing principles that we have outlined here, with reference to pricing of distribution services, load balancing, and storage.  I don't know if that's an exhaustive list, but that's indicative of the kinds of things we are looking for approval on.
     MS. SEBALJ:  That's helpful.  I just want to make sure, I think this is clear, but the idea is to -- and I'm not endorsing the idea, the Panel obviously will decide.  But if we accept it, for a second, the idea would be to get the conceptual approval of the three things you just mentioned, and then take it into the 2007 rates case.


But there's no -- I just need you to confirm that there's no trigger that occurs upon the NGEIR decision, if we accept that, other than putting it into the rates case.  No shovels will go into the ground, nothing like that, in terms of taking on any of these expenditures.
     MR. GRANT:  That's correct.  That would be our anticipation, that no shovels are going in the ground as a result of an NGEIR decision.


However, many of the broad issues and principles that needed to be dealt with for the project to move forward and for the rates to move forward have been dealt with by the Board in this proceeding.  And, therefore, there was no need to deal with them again in a future proceeding.  That, I believe, will make those future proceedings very efficient.  So that we can move expeditiously, both on the build side, but also on the rates side as well, within the rates case.
     MS. SEBALJ:  Thank you, that's helpful.
     MS. GIRIDHAR:  Sorry, could I just add one thing.  Again, not to be exhaustive, but I mentioned three elements.  There is one thing we are requesting, which is a variance account, approval of a variance account for recording the costs associated with implementation of these rates.  The reason that needs to happen is that if we wanted to make the service available in 2007, we'd have to proceed sooner rather than later in terms of putting in the appropriate resources.
     MR. CASS:  In other words, it has a 2006 impact which would not be addressed in the 2007 case.
     MS. GIRIDHAR:  Yes.
     MS. SEBALJ:  All right.  Thank you.


PROCEDURAL MATTERS:


MS. SEBALJ:  I think we were the last people to speak,  but I do have a couple of clarifying things, just before we go off the record. 

     I wanted to clarify, as a result of a letter from

Mr. Thompson's client, I wanted to clarify, I'd mentioned

this in my opening remarks yesterday, but Procedural Order

No. 2 makes reference to the filing of evidence by any

party on any issue.  

And then the next paragraph goes on to say that May 18th to 19th will allow you to present that evidence, but only on issues 2, 3, and 4. 

To the extent that any parties have any

evidence on issue 1, and that evidence is provided by May

1st, it certainly can be the subject of the Technical

Conference on May 18th and 19th.  I just wanted to clarify

that.

     The second thing is that we, of course, left M12 out

of the discussions yesterday and today.  The suggestion has

been made that we have a separate day for M12 and for

Enbridge, the 300 series, simply because we anticipate that

the 18th and 19th are going to be a lot like yesterday and

today were, and if we add M12 and 300, it will make it that

much more cumbersome.

      So just stay tuned for that.  We'll discuss with the

parties what dates work, and we'll obviously try to do this

before May 1st, and enough time before May 1st so that if

any of it has any implications for your evidence, but

time is tight.  So we'll do the best we can.  

      Undertakings.  We had indicated in the agenda that we would summarize the undertakings.  Unless anyone in the room needs us to do that at this hour, one by one, the transcript will reflect the undertakings.

     And finally, I just wanted to thank everyone, in

particular Enbridge, for your kind indulgence today in 

taking all of these questions, and particularly to Karin and Patrick from VVR, who have gone well above and beyond the call of duty for the last couple of days.  And finally to the hotel staff, who aren't here to receive the thanks but who accommodated us very well on very short notice.  

Thanks, everyone, and I'll close the proceeding.

--- Whereupon the hearing concluded at 5:53 p.m.  
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