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Wednesday, November 7, 2007


--- On commencing at 9:03 a.m.


MS. CAMPBELL:  Shall we start?  Good morning, everyone, and welcome to the technical conference in Board File No. EB-2007-0725, also known as the natural gas storage allocation policy application and proceeding.


Today is the technical conference and the technical conference for Enbridge, and, Fred, if you would like to introduce your witness panel?


MR. CASS:  My microphone light is not coming on.  The one beside me has now come on. 


Yes, Donna, I didn't know whether you wanted introductions of others in the room, but from the point of view of the witness panel, we have Anton Kacicnik here.  He is manager of rate research and design for Enbridge Gas Distribution and we have no preliminary evidence of any kind, so I think he is ready to answer questions.


MS. CAMPBELL:  All right.  Could we have, just for the record for those who are listening at home, who else is present to ask questions here today.

Appearances


MR. MORAN:  Pat Moran for APPrO.


MR. THOMPSON:  Peter Thompson for IGUA.


MS. WONG:  Sharon Wong for Union Gas, but I'm not planning to ask any questions.


MS. CAMPBELL:  If there is anybody else who is going to be here as an observer, could you put your name on the record, please?


MS. LANDYMORE:  Yes.  Heather Landymore for TransAlta Co-Generation LP and TransAlta Energy Corporation.


MS. CAMPBELL:  Thank you.  Who would like to start first?  Mr. Moran.

ENBRIDGE GAS DISTRIBUTION INC. - PANEL 1

Anton Kacicnik

Questions by Mr. Moran

MR. MORAN:  Good morning.  I only have a couple of quick questions, and hopefully we can get through this pretty quickly.  At page 5 of 8 of your prefiled evidence in Exhibit G, tab 1, schedule 1, you indicate at the bottom of that page that customers who sign up for rate 125 or 300 can choose to contract for additional storage services to meet their balancing needs under rates 315 and 316; right?


MR. KACICNIK:  That's correct.


MR. MORAN:  Okay.  I think we have heard at least statements to the effect that if Enbridge is not in a position to provide that service based on its own assets, that it would go to the market, I guess, and seek that additional storage service somewhere else; right?


MR. KACICNIK:  If Enbridge does not have enough cost-based storage to provide cost-based storage to its in-franchise customers, then the company would go out and procure more storage in the marketplace, and then roll it in together with the other cost-based storage.


MR. MORAN:  And the cost of doing so would be passed through -- a passed-through cost, as well?


MR. KACICNIK:  That's correct.


MR. MORAN:  I'm wondering if you could then just walk me through the process that Enbridge would follow to find that additional service outside of Enbridge's assets.  Like, how would you actually go about doing it, and -- well, let's start with that question.


MR. KACICNIK:  Well, subject to check, the company would issue the request for proposal and for a certain amount of storage that's required to meet the needs of franchise customers, and then it would select the proposal that best meets its needs in terms of storage space, I guess, and durability.


MR. MORAN:  So you would release an RFP.  And, again, maybe you could give me a bit more detail about how your RFP process works.  Is there, for example -- well, let me start.  In terms of what you would have in that RFP, is there anywhere that I can see the terms of the request for proposals, or is that something that you still have to write up?


MR. KACICNIK:  I am not certain if we have a standard RFP that we send out.  I could undertake to check on that.


MR. MORAN:  Thank you.  That would be helpful.


MR. KACICNIK:  Okay.


MS. CAMPBELL:  I guess we should be giving that a number.  So -- all right.  Mr. Schuch is breaking with tradition and we're going to call it U.  So it is going to be U.1, will be the first undertaking.  I suggest we make it UE, meaning Undertaking Enbridge, point 1.  So UE.1 is to provide a copy of a standard RFP.

UNDERTAKING NO. UE.1:  TO PROVIDE COPY OF STANDARD RFP, IF EXISTS.


MR. KACICNIK:  If there is such a thing.


MS. CAMPBELL:  If there is such a thing.  Okay.


MR. MORAN:  To confirm whether there is a standard RFP that you would use for this process, and, if not, to confirm that that is the case also.  Right.


So having decided to issue an RFP, how do you send it out?  Who do you send it to?  How do you post it?  What is the process for that?


MR. KACICNIK:  Yes.  Sending out an RFP, it is not my responsibility.  We have a group that manages that process on behalf of Enbridge.  It is called policy -- energy analysis and policy.  And, again, I think I need to take an undertaking to make sure that the response is correct.


MR. MORAN:  All right.  Perhaps you can give me an undertaking, then, to provide information about the actual RFP process, how it is set up, who the RFP is sent to, and -- or how it is posted or -- as the case may be.


MR. KACICNIK:  Yes.


MS. CAMPBELL:  That would be UE.2.

UNDERTAKING NO. UE.2:  TO PROVIDE DETAILS OF RFP PROCESS.


MR. MORAN:  Is there anything that you can point me to that sets out, as part of the terms of service for rate 315 and 316, how this RFP process would work?


MR. KACICNIK:  I don't believe so.  There is nothing in the rate schedule or in the service agreement for a 315 that would talk about that.


MR. MORAN:  All right.  Is there anything that you know of on Enbridge's website that a generator customer could go to and -- to see how this works?


MR. KACICNIK:  No.  This process would typically be transparent to the customer.  They ask for cost-based storage rate, rate 315 or 316, and we would provide it.  The customer does not need to concern himself or herself as to how Enbridge would go about procuring additional storage, which the company would then roll in together with the other cost-based storage.


MR. MORAN:  So your view is the customer wouldn't be concerned about how you do that?


MR. KACICNIK:  No.


MR. MORAN:  All right.  Now, for the generator customers who require intra-day balancing services, I take it that to the extent that you have to follow some kind of an RFP process or whatever, it would be a similar process for meeting the needs of a customer who has intra-day balancing requirements?


MR. KACICNIK:  Well, the company may or may not need to go out to procure storage for in-franchise customer needs.  But, in any event, the customer would request the service and we would provide it.


The customer does not need to worry as to how the company would issue an RFP and get the storage needed to provide service.


MR. MORAN:  All right.  So if you had to go outside for intra-day balancing services, you would essentially follow the same kind of process that we just talked about.  There would be an RFP and so on, and the costs passed through of the results of that?


MR. KACICNIK:  I don't believe we would distinguish between cost-based storage that's in place to provide seasonal needs or daily needs.


It's the allocation process that looks at seasonal load profile under the aggregate access methodology and the daily profile, which is a function of max hour for the daily balancing needs.

So there is this chunk of cost-based storage, but the customer allocation would be, they're looking at the seasonal profile or at the daily profile.  I cannot say that our RFP process would reflect either of these two methodologies.

MR. MORAN:  I'm sorry.  Could you just repeat the last sentence?

MR. KACICNIK:  I am not certain if the RFP process would reflect either seasonal or daily methodology, storage allocation methodology for customers.

MR. MORAN:  Right.  That is, you're not going to necessarily indicate in the RFP what purpose the service is being sought.  My question was whether you would follow the same kind of process regardless of whether it was to meet additional storage requirements for intra-day balancing purposes or seasonal purposes, as you have just indicated.  It would essentially be the same process that you would follow?  

MR. KACICNIK:  Yes, I believe so.  We would conclude that we need more cost-based storage to meet in-franchise customer needs, and we would go out and issue a RFP.

MR. MORAN:  Now I think, if I understand what Enbridge has said in argument a couple of times, that when it comes to adding deliverability to the cost-based storage allocation, again, if you had to go outside for the additional deliverability, that would also be done on a cost pass-through basis?  Is that correct?

MR. KACICNIK:  Can you repeat that question?

MR. MORAN:  In the context of what the Board has determined is a need of generators for intra-day balancing services, I think Enbridge, as I understand it – and correct me if I'm wrong - has indicated that to the extent that there is an allocation of storage to a generator, and then the generator wants additional deliverability in addition to that allocation of 1.2 percent storage, that to the extent that Enbridge had to go outside for that, it would be done on a cost pass-through basis.  Am I correct?

MR. KACICNIK:  I believe so.  But let me just highlight.  We have two regulated storage services available to customers, rate 315, which is delivered storage service, and then rate 316 is standard storage service at Dawn.

In the NGEIR generic proceeding, the company also committed to procure high deliverability storage service for in-franchise customers who request so.  In that case -- and this is administered completely separately from the regulated rates.  So if the customer requests high deliverability storage service, we would go out and issue an RFP on behalf of the customer, or procure high deliverability storage for a customer, and then the costs would be passed over on to that customer.

MR. MORAN:  Right.  Yes, that was my question.  So I understand your answer.

In that context, then, the RFP process, would it be the same kind of RFP process that we were talking about in relation to the seasonal and on the cost-based side?

MR. KACICNIK:  In this case, the RFP would reflect the requirement of the customer, specifically.  When the utility goes out, it would do an RFP based on the utility, on the system needs.  In this other case, the RFP would reflect specific customer needs.

MR. MORAN:  Right.  Now for the service we have just been talking about, where would I find the terms of service set out, if I wanted to see what those were?

MR. KACICNIK:  We are talking about the unregulated high deliverability storage service.  The terms of that service would be different from one case to another case.  There is no standard provision.  It would really depend on specific needs of that customer, and on the storage service that's offered in the marketplace.

MR. MORAN:  All right.  So let's take an example, then, of the gas-fired generator who has intra-day balancing service needs, and wants high deliverability in addition to the cost-based allocation.

Where would I go to find out what the terms of service are?  I'm not asking about price, because I understand the position on that.  But the terms of service, where do I find that?

MR. KACICNIK:  Presently you can't really go anywhere and find that.

The way this would work is, customer would approach the utility and tell the utility:  I'm interested in this much space, this level of deliverability, a term of X years.  And so the company would go out, issue an RFP, receive responses.  Then we would sit down with the customer.  Review the results.  And if any of the results match customer needs, then the customer would commit to take that service.

So at that point we would know the terms better, because the terms would depend on the contract that is struck with the third party storage provider in the marketplace.

MR. MORAN:  Now, what happens if, as a result of the RFP process, you get no response?  How does the generator get the service that it needs?

MR. KACICNIK:  We do not expect that there would be no response from the marketplace to this RFP.  There are competitive storage options in the marketplace, and we do not foresee not receiving a response.

MR. MORAN:  All right.  So you expect that there would be a response, based on the view that there are competitive options available in the marketplace.


I wonder if you could help me understand what those competitive options are, for the purposes of firm, all-day, intra-day balancing service.

MR. CASS:  Well, Pat, this has gone on for quite a long time and I haven't spoken up.  But you're asking questions about an unregulated service.  I don't see how this has anything to do with matters on the issues list for this proceeding, or matters that are regulated by the Board.

MR. MORAN:  Well, it has to do with Issue No. 2, what is the appropriate level of deliverability for in-franchise customers.  That's what it has to do with.

MR. CASS:  Sorry, I don't see that at all.

MR. MORAN:  That's fine, but that's what it has to do with, and I guess I'm just asking the question, because at the end of the day, we may or may not have an issue with respect to how much deliverability is cost-based.

Obviously, it will depend on whether there are alternatives, and the witness has indicated there are alternatives.  I'm simply asking for information on what those alternatives are.

MR. CASS:  Well, Pat, I have looked at the issues list, of course, and it does talk about an appropriate level of storage deliverability in issue 2.  However, that is very specifically put in the context of alternatives or methodologies considered under issue 1.

I haven't heard you put your questions in the context of alternatives or methodologies for the allocation of storage space under issue 1.  You are asking questions about an unregulated service.

MR. MORAN:  That's correct.  I am asking questions about what alternatives are out there with respect to the unregulated service.  I don't know what the answers are, and when I have the answers then I may have something to say with respect to the appropriate results under issues 1 and 2, which may have nothing to do with the unregulated service.

I don't know where I am going at this point until I have the information, and that's the purpose of the technical conference.  So that's the question.  The witness has indicated that there are alternatives out there, and I am asking what they are.

MR. CASS:  I don't think it is relevant.  I don't think it is really within Anton's area, because he's not an expert on storage or storage alternatives.

I will let Anton do his best to answer this question, if he can, but I just don't think this is going anywhere that is relevant to this case.

MR. MORAN:  So the question is, in the context of going to the marketplace for the high deliverability service, for the firm all-day balancing service required by generators, what are the options that you see available out there?


MR. KACICNIK:  Well, I prepared to answer questions with respect to regulated storage allocation policy.  I know that the options were discussed in the NGEIR generic proceeding, and I know that there were submissions made on the alternatives available in the marketplace.


You know, we need to go back to the evidence filed in the NGEIR generic proceeding and I guess resubmit that, but the evidence, I'm sure it is on the record in the proceeding from various sources.


MR. MORAN:  So you think there is some evidence with respect to the availability of firm all-day balancing services in the NGEIR transcript?


MR. KACICNIK:  Yes.  If I am not mistaken, that would be the case, yes.


MR. MORAN:  All right.  Do you know what they are?


MR. KACICNIK:  No.  No, not off the top of my head.


MR. MORAN:  So perhaps the easiest thing to do, then, is simply get an undertaking to advise what the options are for firm all-day balancing services that Enbridge would have access to.


MR. CASS:  Well, again, Pat, if your question is in the context of an unregulated service, we will not give that undertaking.


MR. MORAN:  The questions in the context of this is issues 1 and 2 in terms of what's an appropriate level of deliverability based on what the utilities are able to provide.


That's the question.  The RFP process is such that you go outside if you can't do it.  I want to know where you go for it and how that works.  That's all.


MR. KACICNIK:  With respect to regulated cost-based storage service, we settled with power generators in the NGEIR generic proceeding on the appropriate methodology.  It is true we committed to go out in the marketplace for high deliverability service if the customer requests so, but that is completely separate from our regulated cost-based offerings.


MR. MORAN:  Well, you keep making this distinction between regulated, unregulated.  Let's see if we can get past that.


On the basis of a regulated storage allocation methodology, let's assume that it comes down to an allocation of storage with 5 percent deliverability and that's a regulated service.  I know you're not proposing that, but let's assume that is going to be the regulated service, and you can't produce the 5 percent deliverability based on your own assets and you have to go to the marketplace.  And you have indicated that there are options out there.  


What are the options for meeting that regulated service?  If you don't know, that's fine.  Just say so and we will get an undertaking for you to provide what those options are for the firm all-day balancing service that would yield a 5 percent deliverability for an in-franchise generator, for example.


MR. KACICNIK:  Yes.  I don't know, because this is not our proposal.


MR. MORAN:  Right.


MR. KACICNIK:  It's not what we settled to do, and, like, I don't have a response to this question.


MR. MORAN:  All right.  So will you undertake, then, to provide me with what the -- how Enbridge would actually meet that additional deliverability on a regulated service basis?


MR. CASS:  No.  We're not going to give that undertaking.


MR. MORAN:  Thank you.  Those are all of my questions.


MS. CAMPBELL:  Thank you.  Mr. Thompson.

Questions by Mr. Thompson


MR. THOMPSON:  Thanks.


Good morning, Anton.  Peter Thompson for IGUA.


What you will need for my questions are an excerpt from the NGEIR decision.  I don't know if you have this, but it's section 6.2, pages 83 through to 90.  Do you have the decision there with you?  Okay.  The second thing you will need are the -- well, is the response to the NGEIR directives.  This is Exhibit G, tab 1, schedule 1.  Then the third thing you will need are the answers that were provided to the IGUA interrogatories.  


Do you have all of those papers in front of you?


MR. KACICNIK:  Yes.  Yes, I do.


MR. THOMPSON:  Okay, thanks.  Just in terms of your role, did you prepare the response to NGEIR directives or did someone else do that?


MR. KACICNIK:  Yes, I did.


MR. THOMPSON:  Did you prepare the responses to the interrogatories?


MR. KACICNIK:  I participated in preparing those responses, yes.


MR. THOMPSON:  Who assisted you with that?


MR. KACICNIK:  It was energy policy and analysis department, and some members of my own group.


MR. THOMPSON:  Right.  When you say the -- can you give me names, please?


MR. KACICNIK:  Well, energy policy and analysis department is managed by Malini Giridhar, and she assisted in preparing responses to those interrogatories.


MR. THOMPSON:  Thanks.


Now, prior to the NGEIR proceeding, just by way of background, did Enbridge offer any unbundled delivery services?


MR. KACICNIK:  Prior to NGEIR?


MR. THOMPSON:  Yes.


MR. KACICNIK:  Yes, we had unbundled rates.


MR. THOMPSON:  What rates were those?


MR. KACICNIK:  We had rate 125, which was an unbundled distribution rate for extra large customers.  We also had rate 300, which was unbundled distribution service for large-volume customers.


MR. THOMPSON:  And can you recall when those rates were first introduced?








MR. KACICNIK:  I cannot recall off the top of my head, but that was discussed in the NGEIR proceeding.  I'm sure there is references in there.  As part of the NGEIR generic proceeding, we redesigned those services to meet the needs of our large-volume customers.


MR. THOMPSON:  Now, in the decision the Board indicates somewhere that Enbridge had one customer - yes, page 90 - taking unbundled service.  Was that correct?  Were there customers taking unbundled service before the NGEIR proceeding started?


MR. KACICNIK:  I don't think that would be correct.  I need to see when this decision was published, because we had one customer -- we had one customer who started taking rate 300 as of January 1st, 2007.  An additional seven customers started on April 1st, 2007.  So right now we have, in total, eight customers taking rate 300 service.


MR. THOMPSON:  Sorry, that is my recollection, as well.  But perhaps you want to undertake to check and --


MR. CASS:  I was going to jump in here, Peter, if it helps.  I made the enquiry about the one customer that is referred to in the NGEIR decision.  I am not sure if this will ring a bell with Anton, but I was told it was an unusual situation with, I think, a landfill gas customer.  Does that ring a bell with you, Anton?


MR. KACICNIK:  Yes, correct.  There was a landfill gas customer who was taking rate 300 service prior to NGEIR proceeding.


MR. THOMPSON:  All right.


MR. KACICNIK:  Sorry, I have to correct that.  They were taking rate 305, 3-0-5, unbundled interruptible service.


MR. THOMPSON:  Okay, thanks.  So the other customers you mentioned, one on January 1, 2007 and -- how many on April 1, sorry?


MR. KACICNIK:  Seven.


MR. THOMPSON:  Seven.  So a total of eight?


MR. KACICNIK:  Yes.  I would need to check.  I don't think that the total of eight includes the landfill gas customer, so it would be nine in total, eight firm customers on rate 300 and one interruptible.


MR. THOMPSON:  All right, thanks.


Now, in the information that you filed, you tell us that Enbridge provides load balancing services to its bundled customers, and the way you do that is described in part A of Exhibit G, Tab 1, and in some of the interrogatory responses.

Now, could you help me with EGD's definition of the term "bundled" delivery services?  What does -- how do you define that?

MR. KACICNIK:  Bundled service is where the company assumes the responsibility to provide distribution service and load balancing services to the customer.

There are three levels of bundled service.  One, it's called sales service, where the utility would provide commodity, transportation, and load balancing.  Then we have a western T-service.  This is where the customer buys their own commodity, and the utility still transports the commodity from the western gas supply base and store franchise area, load balances the customer and distributes the gas.

Then we have Ontario T-service, where the customer buys their own commodity and transportation, but the utility still provides load balancing and distribution.

MR. THOMPSON:  Okay.  Now the NGEIR decision talks about semi-unbundled service.  Does – well, before I ask this question, what does Enbridge understand that service to be?

MR. KACICNIK:  We do not offer what we would call semi-unbundled rates.  We have unbundled distribution and unbundled storage rates.

Unbundled distribution rates include a limited load balancing service, which we provide based on customer feedback.  Customers did not feel comfortable taking a pure distribution service, which would be just distribution from the city gate to the customer terminal location with no provision for imbalances.

MR. THOMPSON:  That wasn't my question.  What does Enbridge understand the semi-unbundled delivery service to be?  I understand you don't offer it.  But what do you understand it to be?

MR. KACICNIK:  I believe that what Union offers under T-1, it is distribution and storage and some level of load balancing.  But this is all subject to check.  I am not completely certain.

MR. THOMPSON:  So as you sit there today, do you have a clear understanding of what a semi-unbundled delivery service is?

MR. KACICNIK:  No, I don't.

MR. THOMPSON:  Have you heard Union's T1 service described as a semi-unbundled delivery service?

MR. KACICNIK:  I believe I heard that, yes.

MR. THOMPSON:  All right.  Well, let me then just get a clear understanding of what you provide your large-volume customers and, well, really any that take Ontario -- what you have described as Ontario T-service, which is a bundled delivery service, in your terminology.

I think this is described in part in your Exhibit G, Tab 1 -- let me just get my reference here -- and also in response to IGUA Number 3.  I just want to make sure that we understand this.

So at Exhibit G, Tab 1, schedule 1, page 2, and this is in part A, entitled:  "Storage allocation methodology for bundled service customers", you say in the first sentence:
"The bundled services provided by Enbridge include load balancing.  Under this arrangement the company assumes responsibility for balancing the demands of its..."
And I will just refer to the second category:
"...bundled direct purchase customers on a daily basis."

I think that's what you said earlier in your testimony.  Is that right?

MR. KACICNIK:  Yes, that's correct.

MR. THOMPSON:  I understand from your evidence here and your responses to IGUA's interrogatories, that you do not allocate storage to bundled customers on an individual customer basis.

MR. KACICNIK:  That's correct.

MR. THOMPSON:  You use what storage you have and other tools, as you say in your evidence, to provide the load balancing service.

MR. KACICNIK:  Yes.  We allocate the costs associated with storage and other load balancing tools that we use on a rate class basis, to bundled customers.

MR. THOMPSON:  And so at page 86 of the NGEIR decision, where the Board in the second paragraph said -- and this is with respect to average and excess:
"Enbridge should also address the application of the allocation method to individual customers."

Your answer to that is what?  We don't do it and don't intend to do it, is what I understood you to be saying.  Am I right?

MR. KACICNIK:  Correct.  And that is addressed in Exhibit G, Tab 1, schedule 1, page 4.  It's the third paragraph from the bottom.

MR. THOMPSON:  Yes.  Okay.  Thanks.  

So to understand how the bundled service works -- this is Ontario T -- you tell us on page 5 of Exhibit G, Tab 1, in the second paragraph that:
"Bundled services customers" -- the customers who take this, Ontario bundled-T – "have to deliver their mean daily volume year-round." 

Is that right?

MR. KACICNIK:  Yes.

MR. THOMPSON:  And the mean daily volume is 1/365th of estimated annual consumption?

MR. KACICNIK:  That's correct.

MR. THOMPSON:  So it is the same thing as DCQ in the Union system?

MR. KACICNIK:  I am not familiar with Union's DCQ.

MR. THOMPSON:  Well, when you get some spare time, you should take their stuff to the washroom and read it.

MR. KACICNIK:  I think in spare time.  I am curious about their rates, but there was no time to study them.

MR. THOMPSON:  Okay, let's go then to IGUA, the answer to IGUA Number 3.

Here, what we were trying to find out is what the company actually does for a large-volume customer whose consumption at the plant exceeds the MDV on some days and falls below the MDV on other days. 


You make the point that contract demand, there are two sort of senses where that phrase is used.  One is the maximum daily demand that a customer is entitled to under the contract, and then the actual daily use, which you described as consumption.  Sometimes it's referred to as CD.  That's the way I used it in the question.

Let's just take an example.  First of all, conceptually this response tells me, and you correct me if I've got it mistaken, but to the extent that a customer's consumption at its plant falls below MDV, that gas, you say, typically moved into storage?

MR. KACICNIK:  Yes, that's correct.

MR. THOMPSON:  Then to the extent that consumption at the plant exceeds MDV, gas is, I guess, theoretically coming out of storage, but you may be using other resources to support that consumption at the plant?

MR. KACICNIK:  That's correct.

MR. THOMPSON:  Have I got that straight?

MR. KACICNIK:  Yes.

MR. THOMPSON:  Okay.  The overs and unders, in terms of deliveries and consumption compared to MDV, I believe get recorded in a banked gas account; is that right?

MR. KACICNIK:  Yes.

MR. THOMPSON:  And the provisions of the banked gas account, there are provisions pertaining to that topic in the Rate Handbook?

MR. KACICNIK:  Yes, that's correct.

MR. THOMPSON:  Are you familiar with conceptually how that works, the banked gas account?

MR. KACICNIK:  Yes.  To some extent, yes.

MR. THOMPSON:  Okay.  So is that kind of like a virtual storage?  Is that one way to look at the banked gas account?

MR. KACICNIK:  Well, banked gas account is a tracking mechanism that tracks the differences between customer deliveries and consumption.

MR. THOMPSON:  Okay.  So what are the limits on it?

MR. KACICNIK:  There is a limit at the end of the contract year.  The customer has to reduce their banked gas account to 20 times MDV, and then they have 180 days to clear that down to zero.

They have a number of tools available to do so.  They can make up gas if they are short.  They can title transfer.  They can sell or buy from the utility, et cetera.

MR. THOMPSON:  Are there any limits on an ongoing basis?  In other words, if I am overdrawn by -- how much can I overdraw on a banked gas account on sort of a monthly basis?

MR. KACICNIK:  I don't believe there is a limit on it, currently.

MR. THOMPSON:  And the same thing, how much can I be 
-- how much excess can I have in there?  Is there any limit on that?

MR. KACICNIK:  No, there is not.  I would like to point out that our account executives work with customers to ensure that customers' forecast is close to their needs.  So we are not running into situations where MDV, for example, would be much lower or higher compared to their actual needs.

So we want to be as close with the forecast as possible to the actual demand of the customer.

MR. THOMPSON:  So the only -- subject to that, which is a practical consideration, I concede, I guess what makes it work is, at the end of the year, if they are overdrawn big time, then they have to come up with a bunch of gas; is that right?

MR. KACICNIK:  Correct.  They have to bring it first down to 20 times MDV, and then they have 180 days to clear that, as well.

MR. THOMPSON:  If they're over-deposited, then they have to dump gas in that 180-day time frame?

MR. KACICNIK:  Yes, that's correct.

MR. THOMPSON:  That's the way it works?

MR. KACICNIK:  Hmm-hmm.

MR. THOMPSON:  Let's just take an example of a customer in your system.  I will try and make it simple.  We have a customer whose max daily CD is 100 a day.

Let's assume that that customer's plant is running flat out, except for 60 days when it has to shut down.

My math indicates that that customer's annual consumption would be 30,500 units, 305 days - that's 60 days less - times the 100 units.

MR. KACICNIK:  That's correct.

MR. THOMPSON:  Okay.  If you work that out in terms of load factor and MDV, I get the MDV at 83.56.  Would you take that, subject to check?

MR. KACICNIK:  Can I just take a moment, please?

MR. THOMPSON:  Yes.

MR. KACICNIK:  Well, their forecast annual consumption would be roughly 300 days at 100 units, right, which is 30,000 units, and then MDV would take 30,000 units and divide that by 365 days, and that would give us some number.

MR. THOMPSON:  Yes.  Well, I did it at -- I did for 305 days and divided by 365, and I get 83.56.

MR. KACICNIK:  I will accept that subject to check.

MR. THOMPSON:  Subject to check, okay.

So in this hypothetical customer, it doesn't really matter when the 60 days' down time occurs.  On those 60 days, that 83.56 is going to go into the banked gas account; right?

MR. KACICNIK:  Correct, yes.  If this was at the end of the year -- let's say that this 60 days is at the end of the year.  So in the first ten months, the MDV would be lower than the customer consumption at the plant.

So customer would have a debit status in their banked gas account, but then the 60 days when they are not operating, consumption would be zero, but gas would still be coming in, which would reduce their BGA balance down to zero at the end of the year.

MR. THOMPSON:  My point is that that banked gas account, in that scenario, will accommodate the MDV times the number of days of shutdown?

MR. KACICNIK:  No.  The way it would work is, right, because customer consumption would be higher than their MDV in the first ten months, customer would build up a negative balance in their banked gas account.  But then for the remaining two months, they would still be delivering their MDV, but not consuming.

So they would gradually reduce their debit in their BGA down to zero over the last two months.


MR. THOMPSON:  But if it is at the first two months, it would be the opposite.  83.56 would go into the banked gas account?

MR. KACICNIK:  Correct.

MR. THOMPSON:  And it would go get up to 83.56 times 60 days and, then the 83.56, plus the draw-down for the 305 days, would produce the 100 a day at the plant.
So what I'm saying to you and suggesting is that the banked gas account accommodates 83.56 times the number of days of  SEQ CHAPTER \h \r 1shutdown.  Is that right?


MR. KACICNIK:  Subject to check, yes. 

MR. THOMPSON:  Now, I understand Enbridge to be saying that it is not proposing any changes to the load balancing features of its bundled services as a result of the NGEIR decision.  Is that right?

MR. KACICNIK:  That's correct.

MR. THOMPSON:  Okay.  Now, that then brings me to –- and just before that, and Enbridge does not offer and -- am I correct? -- is not proposing to offer semi-unbundled service, whatever it means?

MR. KACICNIK:  Yes.  We are not contemplating introducing any additional unbundled services to what was approved in the NGEIR generic proceeding.

MR. THOMPSON:  So that takes me then to Interrogatory No. 2, and again, this is how you will meet the needs of in-franchise customers.

The question was:  
"Please list and produce all of the information on which EGD relies to support a contention that deliverability from storage supporting the distribution of gas to its in-franchise customers is about 1.2 percent of storage space."

The first part of your answer is:  
"The company does not contend so."

What do you mean by that?

MR. KACICNIK:  I am not aware of any evidence that we filed in the NGEIR generic proceeding that would say that deliverability is 1.2 percent of storage space.

When a customer chooses to go unbundled, then they get allocated a certain level of storage space.  They see that on the aggregate access methodology or power generation formula, and then deliverability is 1.2 percent of that space.  This is for unbundled customers.

MR. THOMPSON:  Right, but I was focussing on bundled.

Let me explain to you what I think you're saying here, and you can tell me if I've got this wrong.

In the context of bundled service customers, people that stay on Ontario T-service -- 110, 115, 145, 170 --whatever their load balancing needs are, you will provide them at Enbridge's cost.  Is that right?

MR. KACICNIK:  Yes, it is.

MR. THOMPSON:  So if you have to meet somebody's needs under that service by getting some juiced-up deliverability, you will go out and get it, and then charge it at cost, at your cost.  Is that right?

MR. KACICNIK:  Yes.  We balance the system on a daily basis, right.  It could be through storage, seasonal supply, peaking supplies.  So we could meet the juiced-up balancing need for a certain customer on that day using any of these tools.  It may not be storage.  It could be something else.  But, yes, we need to do it and we do it.

MR. THOMPSON:  The range of tools, you will use them, but meet the needs of the in-franchise bundled customers at your cost?

MR. KACICNIK:  Yes.

MR. THOMPSON:  Okay.  Now I just want to go to your unbundled services.

We see this in part at Exhibit G, Tab 1, schedule 1, page 5.  In the second paragraph, you tell us:
"The company's unbundled services do not require customers to deliver supplies if they are not planning to consume."

So they have no obligation to deliver?

MR. KACICNIK:  That's correct.

MR. THOMPSON:  And this is in contrast, as you say, with the MDV obligation of bundled customers.

MR. KACICNIK:  Yes.

MR. THOMPSON:  Does the absence of an obligation to deliver give these customers an enhanced ability to manage their loads?

MR. KACICNIK:  Yes, it does, because if they are not planning to consume and if they still had to deliver something, they would have a certain level of imbalance on that day, which they would need to take care of.

MR. THOMPSON:  So is this why you say in the last sentence of this paragraph:
"The unbundled services require customers to actively manage their loads with gas deliveries on a daily basis"?

MR. KACICNIK:  Yes.

MR. THOMPSON:  This is distinguished from the bundled, where you are doing all of that for them?

MR. KACICNIK:  Yes.  Bundled service, it's a hands-off service for the customer.

When they go unbundled, they assume a new set of responsibilities, and one responsibility is to manage their imbalances on a daily basis.

MR. THOMPSON:  And is hands-off service and no-notice service the same thing?

MR. KACICNIK:  Not quite.

MR. THOMPSON:  What are the differences?

MR. KACICNIK:  Hands off, what I meant is that when you sign up for a bundled rate, once you provide your annual load profile and sign a large volume contract, you can step back and the utility will do everything.  It's like mutual funds, right?

MR. THOMPSON:  Right.  Except for your annual true-up?

MR. KACICNIK:  Correct.  If you choose an unbundled service, it's like day trading.  You know, you have to look at your daily needs, nominate a certain amount of gas to meet the load at the plant, and if there is any imbalance at the end of the day, you have to manage that.

So it's a much more involved process, hands-on.

MR. THOMPSON:  Okay.  All right.  So let's just, to understand how the unbundled service scenario would work with your company, my industrial customer example where you get 100 a day flat-out, but shut down for 60 days.

As I understand it, we get a certain amount of -- well, let me just back up.  These proposals that you have here as to storage allocation for unbundled customers were made in the NGEIR proceeding, right?

MR. KACICNIK:  Were approved by the Board in the NGEIR proceeding.

MR. THOMPSON:  Okay, correct.  But they didn't exist before NGEIR?

MR. KACICNIK:  No.  No.  We had consultation meetings with customers before, where we would present what we are planning to do, but they were all in planning stages.

MR. THOMPSON:  So if someone wants to move, in your system, from the bundled to the unbundled, it can look at the features of this service, and make up its mind as to whether it is in its interest or not in its interest.  Is that right?

MR. KACICNIK:  Yes.  Yes.  They would need to evaluate whether or not unbundled service is beneficial for them, and we provided customers with communications materials on pros and cons, or the differences between bundled and unbundled rates, as well as with the modelling tool they can use to put in their parameters and compare what they would pay under bundled rates versus unbundleds rates.

MR. THOMPSON:  You're not doing anything to try to force them to take the unbundled service?

MR. KACICNIK:  No.  This is not mandatory.  Customers have a choice to take unbundled, if they wish so.

MR. THOMPSON:  If they choose the unbundled and then find out it doesn't work, can they go back to bundled?

MR. KACICNIK:  Yes, they can.  They have to sign a one-year contract.  Once that expired, they could move back to a bundled rate.

MR. THOMPSON:  All right.  So to find out what the unbundled would get in our illustrative scenario, as I understand it we have, in terms of storage assets, storage allocation, on your system we have the average-and-excess calculation.  Then you also say, to the extent it works, these people could take the gas-fired generator methodology?

MR. KACICNIK:  Yes, that's correct.  That's our proposal.

MR. THOMPSON:  Okay.  So just to follow that through, in terms of our -- my illustrative customer.

So we've got 150 -- now I am talking average and excess.

The average-and-excess method is driven off a formula where the winter is 151 days and the balance of the year is 214 days; right?

MR. KACICNIK:  Yes.  The aggregate excess compares average winter demand versus average annual demand.  That difference is then multiplied by 151 days.

MR. THOMPSON:  Okay.  So we take this customer we were talking about earlier that's taking 100 a day, except for 60 days, and the average daily consumption is the 83 -- what did I say, 56; right?

MR. KACICNIK:  Yes.

MR. THOMPSON:  The MDV, same thing?

MR. KACICNIK:  Yes.

MR. THOMPSON:  Okay.  But if we assume that in the winter it is flat out 100 a day, so it is 151 days at the 100, what I understood your proposal to be, in terms of what this customer would get by way of a storage allocation, would be about the 16.4 -- the difference between 100 and 83.56, 16.4 times 151 days?

MR. KACICNIK:  Yes, yes.

MR. THOMPSON:  That would be the space allocation?

MR. KACICNIK:  Yes.  Subject to check, it would work that way, yes.

MR. THOMPSON:  In terms of what the customer could put into the space on any day, it would be 1.2 percent of -- I did that math here somewhere.

MR. KACICNIK:  It would be 1.2 percent of the space you just calculated.

MR. THOMPSON:  Okay.  So let's say it is -- well, let me get my calculator here.

So the space I get, if it is 151 days times the 16.4, would be about 2,476 units of space.  Would you take that subject to check?

MR. KACICNIK:  Yes, I would.

MR. THOMPSON:  Okay.  And then 1.2 percent of that is, I make it 29.7.  Let's say 30 units a day.

So the customer could inject up to 30 a day into that space and take up to 30 a day out; is that right?

MR. KACICNIK:  That's correct.  If the calculation is correct, that would be correct, yes.

MR. THOMPSON:  So that customer, then, takes that allocation, plus its ability to curtail deliveries when he doesn't need the gas, and would have to manage those assets to make it all work at the plant?

MR. KACICNIK:  Yes.  Don't forget that under unbundled distribution service from Enbridge, they would also get the limited load balancing service, which is -- which provides balancing up to 60 percent of their contract demand.

So a customer like this, with a very high load factor, may not even require storage to manage their imbalances.  They have a choice, obviously, to contract for an unbundled storage rate where the allocation of space would be given either through the aggregate access or power general formula, but if they determine that they will successfully manage their imbalances just using the limited load balancing service, they are not obligated to take storage service.

MR. THOMPSON:  Okay.  I wanted to ask that question about this limited load balancing service.  That's a feature of what?  Is that a feature of the distribution rate?

MR. KACICNIK:  Yes.  It's a default provision under our unbundled distribution rates, rate 125 and rate 300.

MR. THOMPSON:  Okay.  So where we've got this customer that is 100 a day on every day but 60 days in your system, on each of the 60 days, do I understand you to be saying he could draw 60 units a day from this limited load balancing service?

MR. KACICNIK:  The way I understand you laid out the example, I think this customer would be well suited to take an unbundled rate, because they seem to be good at forecasting the load.  So they would bring in 100 units for the ten months and consume 100 units.  So they would have no imbalance.  

They would match their consumption with their deliveries, and for the remaining two months they just wouldn't bring any deliveries.  So, again, they would have no imbalance.

So they would only pay the contract demand and the monthly customer charge in the rate 300, for example, and no other charges.  So they would be a very well-suited customer to take an unbundled rate.

MR. THOMPSON:  Yes, but I just want to understand where the gas comes from.  Maybe you have told me and I didn't get it, but we have this customer at 100 a day 
for -- well, for all but 60 days.  I am trying to understand what that customer can access by way of limited load balancing service.


Let's say from the 60 days the customer is not delivering anything.  It is shut down -- they're not going to need gas, so it doesn't.

For this customer, if you're not going to deliver on 60 days, you wouldn't -- if you're not going to take, you wouldn't deliver.  I think that is what you're saying.

MR. KACICNIK:  Correct.

MR. THOMPSON:  I am trying to find an example where this limited load balancing comes into play.

MR. KACICNIK:  Hmm-hmm.  Let me give you an example.

On some days, the customer could choose not to deliver 100 units.  They could choose to deliver 60 units through the upstream pipeline and consume 100, so they would be short 40 units.  And in that instance, the limited load balancing provision would kick in and provide 40 units.

So then the customer would pay a daily imbalance fee on the 40 units, and 40 units would be transferred to something that's called cumulative imbalance account.

MR. THOMPSON:  Right.

MR. KACICNIK:  And would sit in there until the customer chooses to get rid of it.  And there, again, you have tools like title transfer; enhanced title transfer, which is a cross franchise title transfer, make-ups, suspension, so...

MR. THOMPSON:  So you, in effect, lend them up to 60 units a day on some provision that has to be made up at some point in time; is that what this is all about?

MR. KACICNIK:  Yes.  The company would supply that gas, and they would pay daily and cumulative imbalance charges for that balancing.

MR. THOMPSON:  I understand that.  Is there some sort of make-up time frame?

MR. KACICNIK:  No.

MR. THOMPSON:  The charges will prompt them to make it up; is that the idea?

MR. KACICNIK:  Correct.  That's correct.  Similar to bundled customers, at the end of the contract year, they have five days to bring their cumulative imbalance account down to zero.

MR. THOMPSON:  Right.  All right.  So that's very helpful.  The limited load balancing service is an adjunct to distribution service?

MR. KACICNIK:  That's correct.

MR. THOMPSON:  And the customers who take the unbundled have that, plus they would get a storage allocation in this average-and-excess example that we worked out?

MR. KACICNIK:  Yes.

MR. THOMPSON:  So they would manage that, the limited load balancing and their ability to cut off supplies to make everything work at the plant?

MR. KACICNIK:  Yes.  The limited load balancing service comes automatically with the distribution rate, and then a customer can choose to take storage service.  They may not have to.  It depends on how good they are at matching deliveries with demand.  They may not require storage service, but every in-franchise customer is entitled to cost-based storage, so they have the option to take it.

MR. THOMPSON:  All right.  So just then following through on the cost-based storage of our 2476, that's my allocation, my customer's allocation.

Now, does the customer have to load that up with its gas at the outset?

MR. KACICNIK:  It would be their gas that goes in there.

The way it would work is, our unbundled contracts would start on April 1st.  So as the customers start delivering gas, they would gradually fill storage, because their consumption at the plant would typically be less, compared to what they're consuming.

I am talking more about customers here that are with lower load factors, more heat sensitive, right?  Those customers clearly require storage, so they would gradually fill storage starting April 1st, and storage would be at its fullest at the end of October.  Then they would go into withdrawal cycle from October -- from November 1st till the end of March, typically.

MR. THOMPSON:  So they would have an obligation to -- well, could they jump-start it with 2476 units on 
April 2nd?

MR. KACICNIK:  We only provide a jump-start for customers who are switching from bundled to an unbundled rate.  Those customers can transfer part of their positive BGA into storage.

MR. THOMPSON:  So a new unbundled would have this obligation to gradually fill up starting April 1.  Is that -- have I got that correct?

MR. KACICNIK:  Yes.

MR. THOMPSON:  Okay.  Now, if there is excess space lying around, it is not as full as it should be, does the company maximize the value of that?

MR. KACICNIK:  Yes.  We reserve the right to inject, if the customer is not using all of its space.

I would also like to add that the storage allocation policy provides the customer with the maximum amount of cost-based storage that they are entitled to.  They may choose to take less, based on how they see they will manage their supply and demand.

MR. THOMPSON:  But if you use a part of an allocation of space to a customer that is idle, does the customer get any credit for what you make of it?

MR. KACICNIK:  No, they don't, because we use that space in a manner that does not constrain customers' full entitlement for injection and withdrawals.

MR. THOMPSON:  All right.  So that's an illustration where we've got the shutdown in the summer, where the average and excess gives the customer something.

But if the sixty days of shutdown is in the winter, average and excess would give them nothing, right?

MR. KACICNIK:  Nothing or very little, yes.

MR. THOMPSON:  Okay, so then the option is this method that's developed for power generators.  I just want to make sure we understand that.

The formula for that is at Exhibit G, Tab 1, 
schedule 1, page 7.  Is that right?

MR. KACICNIK:  Yes, that's correct. 

MR. THOMPSON:  Under sub B?

MR. KACICNIK:  Yes.

MR. THOMPSON:  So for my 100 a day, the maximum hourly demand would be 1/24th of that?  What is it now, 1/20th or 1/24th?

MR. KACICNIK:  For unbundled customers it is 1/24th.

MR. THOMPSON:  So I make that to be 4.167 units per hour.  Would you take that subject to check?

MR. KACICNIK:  Yes.

MR. THOMPSON:  So I get 17 times that, which I make to be 70.83 units, divided by 0.1, which takes it up to 708 units.  Then multiply it by 0.57, which takes it down to 403 units.

That's what this gives the customer, in terms of space.  Right?  Am I right?

MR. KACICNIK:  Subject to check, it seems you are correct.

MR. THOMPSON:  So that's essentially, at 100 units a day of demand, that's about four days of coverage.  Is it?  I am just dividing the 403 by 100.

MR. KACICNIK:  Of contract demand.  It would be more.  Depending what they would be delivering on a typical day, it could be more.  But if you are looking at contract demand, that seems about right.

MR. THOMPSON:  On my scenario, the customer is consuming 100 a day, every day, except sixty days in the winter when it is consuming nothing. 

MR. KACICNIK:  Yes.

MR. THOMPSON:  So what this method would give that customer is 403 units of space, which would cover that customer for about four days' of consumption.

MR. KACICNIK:  Yes.

MR. THOMPSON:  With power generators, they have these huge hourly demands, as I understand it.  Is that right?

MR. KACICNIK:  Mm-hmm.

MR. THOMPSON:  One of the concerns that the company had in the storage allocation for them was that you couldn't possibly give them all of the space that a sort of industrial would have had comparatively.  Is that right?

You had to limit what they could draft the system for, and they didn't want to keep all of their gas parked.  It was non-obligated deliveries.  They just wanted a certain number of days' coverage.

MR. KACICNIK:  Yes.  I believe this allocation formula that was approved in the NGEIR generic proceeding accomplishes that.

MR. THOMPSON:  Yes, but in terms of its applicability to the customer I am describing, sixty days of shutdown in the winter, it gives that particular customer about one-sixth of the space that it would enjoy if the shutdown happened to be in the summer.

MR. KACICNIK:  Yes.  The customer has a choice between the aggregate access of power gen.  So, given the load profile, you know, if aggregate access gives them more, they would go with that.

If they have the shutdown in the winter, then this formula would provide them with more allocated storage space.  But then, again, they may not go for it.

If they think they could manage their imbalances using limited load balancing service, they may not choose to take an unbundled storage rate.

MR. THOMPSON:  Their choice in your system is to stick with bundled, and have the advantage of the banked gas account, which gives them far more flexibility.

MR. KACICNIK:  I didn't catch quite catch the question.

MR. THOMPSON:  Is to stick with bundled service and have, instead of these space allocations here, what they get is the banked gas account.  Correct?

MR. KACICNIK:  Mm-hmm.

MR. THOMPSON:  Just one second.  I think I am done with this.

Thank you very much, Anton.  Those are my questions.  

MS. CAMPBELL:  Staff doesn't have any questions of this witness, so it would appear that we're finished.

So we will end today's Technical Conference, and we will gather again tomorrow morning at 9 o'clock for the Technical Conference concerning Union.

Thank you.
--- Whereupon the conference adjourned at 10:24 a.m.
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