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--- Upon commencing at 9:39 a.m.


MS. COCHRANE:  Good morning, everybody.  I would like to call the technical conference to order.


This is a technical conference in the Board's File No. EB-2008-0405.  It's an application by Union Gas Limited for a variety of orders, including an order under section 36.1 of the Ontario Energy Board Act, which is for an order designating a gas storage area.  


It's also an application under section 38(1) of the Act, which is for an order granting the right to inject and withdraw gas in the subject storage area, and, finally, an application under section 40(1) of the Act, which is a favourable report from the Board to the Ministry of Natural Resources to which Union has applied for licences to drill to injection withdrawal wells within the storage area.


I am Board counsel.  My name is Ljuba Cochrane, and with me on behalf of Board Staff is Zora Crnojacki.


Just as you have all participated in these conferences before, you will know that we are here as Staff, so we cannot make rulings like Board Panel Members could.  So any objections that you may have would have to be dealt with by way of motion to the Board.  


As a technical note, you probably all know you have to push the little green button to turn your microphone on so we can hear you and the reporter can hear you.


I guess we will have appearances now.

Appearances:


MS. WONG:  Good morning.  My name is Sharon Wong.  I am here as counsel for Union Gas, and with me is Mr. Bill Wachsmuth.  We also have a panel of witnesses from Union this morning.  I will just give their names now and introduce them formally later on.  Is that your preference?


MS. COCHRANE:  Certainly.


MS. WONG:  Starting on the far corner, Ms. Julie Clarke, Mr. Steve Pardy, Mr. Doug Schmidt and -- Mr. Doug Schmidt and Mr. Tom Edwards.


MS. COCHRANE:  Thank you.  From the MNR?


MS. EGAN:  Good morning.  Can you hear me?


MS. COCHRANE:  Yes.


MS. EGAN:  My name is Michelle Egan.  I'm with the Ministry of Natural Resources legal services branch, and I am here with Jug Manocha, operations branch of the MNR.

Procedural Matters:


MS. COCHRANE:  Thank you.  Any other parties?  
Okay.  Now, there are one or two procedural matters.

We will be having a PowerPoint presentation by Union, and that has -- well, we have the handout for sure, so we will make that an exhibit.  We may or may not have the slide show presentation.


So why don't we make that the first exhibit, KT1.1.

Exhibit No. KT1.1:  PowerPoint Presentation by Union.


MS. COCHRANE:  We also have Union Gas's responses to the Board Staff's technical conference questions, and we will make that KT1.2.

Exhibit No. KT1.2:  Union Gas responses to Board Staff's technical conference questions.


MS. COCHRANE:  As a separate attachment or separate exhibit, there is an updated OPCC summary of comments, and we will make that KT1.3, unless anybody has any comments or concerns about that.

Exhibit No. KT1.3:  Updated OPCC summary of comments.


MS. COCHRANE:  Now, we have also received about ten days ago a revised schedule B to the application, which is a property description.  And, as I understand it, the property now -- the subject property now involves some property under the jurisdiction of the Ministry of Transportation, which presumably will require Union Gas to get additional approvals and permits.


And perhaps, Ms. Wong, you can speak to the issue of whether notice of this application and this technical conference has been given to the MTO and if you have had any response or reply from the MTO?


MS. WONG:  Formal notice of the application itself has not been given to the MTO because of an oversight.


The MTO is aware of Union's application, or at least they're aware that Union will need these leases, and one of the things we propose to file later on is a letter indicating that they have been notified.


If the Board requires, we can provide formal notice of the application to the MTO and ask them if they have any comments.  We don't expect they will have any objections or comments.


MS. COCHRANE:  All right.  Would you mind, counsel, undertaking to provide at least a letter to the MTO indicating -- providing notice of the proceeding and requesting any comments or submissions they may have, and, if you have any response from the MTO, if you could file that, as well?


MS. WONG:  Certainly.


MS. COCHRANE:  Thank you.  

Now, Board Staff has filed questions before the technical conference.  The MNR hasn't.  


Before starting this morning, I had some discussions with the MNR representatives as to what types of questions or concerns they have, and I think Mr. Manocha was going to give a very brief statement about those issues or concerns.


MR. MANOCHA:  Thank you.  The Ministry has no objections to the application dealing with the well design, the risk analysis, the caprock testing, the reservoir analysis and the designated storage area boundaries.  So those are usually technical issues, but we do want to explore a little bit further regarding the operational procedures, the maintenance procedures, the emergency response plans and also the emergency shutdown systems.


MS. COCHRANE:  That's it?


MR. MANOCHA:  I think we can address that during the presentation.


MS. COCHRANE:  All right.  Thank you very much.


Ms. Wong, did you want to start with an opening statement or your presentation?


MS. WONG:  Thank you, Ms. Cochrane.


In a minute, I will introduce the witnesses a little bit more formally, but just to respond to Mr. Manocha's comment about questions, I think it might be best if questions are addressed to the panel as we go through the presentation, rather than waiting to the end.  So if anybody does have a question as we go along, I suggest you ask right then.


I don't have an opening statement.  I will just introduce the witnesses, and then turn it over to them to give the presentation.

UNION GAS - PANEL 1 


Julie Clarke


Tom Edwards


Steve Pardy


Doug Schmidt

MS. WONG:  Ms. Clarke is the senior geologist at Union Gas.  She started working at Union in 1999.  She has a master of science degree in geology, and she is a licensed geoscientist.  Ms. Clarke will be dealing with the issues relating to the geology of the area and the technical issues relating to the storage pool.


Sitting beside her is Mr. Pardy.  He is the manager, reservoir engineering and drilling, for Union Gas, and he has been with Union since 1995.  He is also a registered professional engineer, and he is the vice chair of the CSA Z341 technical committee, and that's the technical committee responsible for developing the code that's applicable to the wells and the storage facilities.


Mr. Pardy will be discussing well drilling and technical issues relating to the storage pool.


Mr. Schmidt is the principal environmental planner at Union Gas.  He started working at Union in 1996; has a bachelor of arts degree in geography.  His area of responsibility will be environmental and First Nation matters associated with the project.  


And Mr. Tom Edwards is the senior lands agent for Union Gas responsible for storage facilities, and he has been employed by Union since 1991.  His job at Union included negotiating for land rights required for new storage project.  And he will be responsible for speaking to the land issues today.


So with that, I will turn it over to Mr. Pardy.

Presentation by Mr. Pardy:


MR. PARDY:  Thank you.  I'm just going to start off with kind of a high level summary of the project and what's involved.


So the working the Heritage Pool is approximately 26,900 103 m3 or 0.95 billion cubic feet.


The proposed facilities include two injection withdrawal wells, 2.4 kms NPS 8 pipeline and station facilities, including filter separation, measurement and compression.


The application that Union has applied to the Board for, we are seeking, as mentioned before, an order designating the area containing a gas storage reservoir known as the Heritage Pool, an order granting the right to inject gas into and withdraw gas from the Heritage Pool, and a favourable report to the Ministry of Natural Resources to which Union has applied for two well drilling applications.  


Union has also completed an environmental protection plan for this project, and the purpose of this plan is to ensure protection of the environment during construction.  And Mr. Schmidt will speak to that later in the presentation.  


The proposed in-service date for the Heritage Pool is July 1st, 2009.  


This map gives kind of a pictorial summary of what we're dealing with.  So the Heritage Pool is located about 18-and-a half kilometres north-west of our Dawn operation centre and it is located on Highway 40 which you can see kind of on the left of the slide going up through here and it's just south of Sarnia, north of Wallaceburg.



The red line outlines the designated, proposed designated storage area for the pool.  The heavy dashed line is the transmission pipeline, the NPS 8 pipeline, and the light dashed line is the NPS 8 gathering line that connects the wells.  There are three wells shown on this diagram.  UH1, here in the middle, and that was a stratigraphic test well that was drilled last year and a horizontal leg will be drilled off this well into the pool as a part of this project.  UH2 is a new proposed vertical injection well, and HMS.8-6-15 well, it is the original production well that was in the pool and it will be converted to an observation well as part of this project.  


In addition, the pipeline will connect into Union's St. Clair line station and this will enable the pool to flow into the Sarnia industrial system.  


The Heritage Pool was discovered in 1992 by Midway Petroleum.  The discovery well was the HMS.8-6-15 well, so that was the initial well drilled into the reservoir.  The discovery pressure was 7,269 kPaa absolute.  


The pool produced 22,234.2 103 m3, and this was produced between March 1994 and September 2007.  


The current pressure is 413 kPaa, absolute.  


The original gas in place, 23,295 103 m3.  The diagram on the bottom on the right, bottom right, I should say, just shows the production decline.  This is used to calculate the original gas in place.  So a line is drawn through discovery pressure up at the top left, and down through the current pressure and the intercept with the X axis is shown with the original gas in place. 


Just for reference I have quoted the discovery pressure as, sorry, 7,269 kPaa and you can see the numbers on the chart are slightly different.  What that is, is it is showing the pressure divided by the super-compressibility of the.  Gas because it is a non-ideal gas, there is a correction factor that is applied to it and that's the number that is used when plotted against the inventory to come up with the OGIP.  


As I mentioned, in 2008 Union drilled a stratigraphic test well into the Heritage Pool, Union Heritage 1.  This well was drilled to gain further information with respect to the pool and some of this information was used in our application.  


In addition, we were able to collect a core sample through the reservoir and through the caprock, and the purpose of this core was to send to a laboratory in Calgary to do testing to get properties of the rocks and properties for the reservoir.  So there are two types of tests that we have asked for from our testing facilities, threshold pressure testing and geomechanical testing.  So the threshold pressure testing is required by CSA Z-341 in order to increase the pressure in the pool above discovery pressure.


So the code allows us to take the pool up to discovery pressure, without this additional testing, but in order for us to go above the initial discovery pressure, then the threshold pressure testing is required.  


That testing is being completed as we speak and we hope to have those results prior to in-service and we will -- we will have them prior to in-service and we will file them with the MNR.  


In addition, geomechanical testing is being completed.  While this testing is not required by code, it is some additional testing that we chose to do just to give some of the strength properties of the rock and we can use that in some of our modelling and incorporate it with the microfracturing test that was completed also.  The microfracturing test, again, not required by the code, but as a part of this project when we're drilling the stratigraphic test well, we chose to do a microfracture test.


The microfracture test, essentially what it does compared to the core, so the core we're extracting from the reservoir and sending it our laboratory and we're simulating reservoir conditions, where the microfracture test is a test completed at reservoir conditions.  So in situ, rock properties are there in place.  


The results of this test yielded a closure pressure of 15,794, so we would have gone down, isolated a section of the caprock, pressured it up and fractured, did a small microfracture in that caprock and then recorded that pressure and it's the closure pressure that we're looking for which is not the pressure to initially fracture it, but the pressure which a fracture, existing fracture would open or close at.  That's the 15,794 kPaa. 


When you take that pressure and in combination with the depth where that test was taken, so the pressure divided by the depth will give you the closure pressure gradient which is 23.1 kPaa per meter.  Just to put that number in perspective, the maximum operating pressure that we're proposing for this pool is 16.5 kPaa per metre.  


So you can see that the testing that we've done here indicates that there is a very highly competent caprock.  This caprock is -- the anhydrite that is in the caprock is similar to the other pools in Union's system, and from the testing that we have completed on other pools including the threshold pressure testing, we don't anticipate any issues with the testing that's being completed at, in Calgary at the moment.  


At this point, I am going to hand it over to Julie and Julie will talk a little bit more in detail about some of the geological features.  

Presentation by Ms. Clarke:


MS. CLARKE:  Thanks, Steve.  As you can see, this is our seismic coverage map for the Heritage Pool.  It illustrates the seismic that was used to determine the size and location of the Heritage Pool reservoir.  The reservoir was defined using a combination of two-dimensional seismic shown as the red lines, and three-dimensional seismic shown as the hatched area in gray.  


The two-dimensional seismic was acquired between 1991 and 2001, and the 3D seismic survey was acquired in 2008.  


Next slide, please.  


So using the seismic information from the previous slide in combination with the existing well information that was available, the reservoir was mapped as illustrated.  It dolomitized incipient reef with approximately 17 metres of build-up above the regional Guelph platform.  Three wells have been drilled into the reservoir, the original well was the Hadly-Midway-Somber.8-6-15 in the southwestern portion, the Midway Somber of 5-7-15 defines the northernmost edge of the reef, and the Union Heritage 1 well which Union drilled in the fall.  


The proposed wells, as Steve discussed, include a horizontal leg going from UH1, and a vertical well, UH2, in the central portion of the reservoir.  


This is a cross-section of the Heritage Pool and what it is is a vertical slice through the reservoir.  The reservoir is illustrated as the bump in the centre of the section and it is overlain by a sequence of carbonate and evaporate (sic) units.  The A1 unit overlying and surrounding the reef forms the effective caprock seal and prevents gas from migrating both vertically and horizontally from the reservoir.  The A1 unit is composed of a thin baseline hydrate shown in pink and it is overlaying by dense carbonate rock which is shown in blue.  


The anhydrite is an extremely competent caprock.  It is extremely dense impermeable and self-healing.  The A1 unit, the A1 anhydrite unit above the reef in the Heritage Pool ranges in thickness from one to five metres.  So typically the A2 anhydrite is the caprock for reservoirs, but since the Heritage Pool is fairly low relief, we have the added benefit of the A1 unit as well as the A2 unit overlying the reservoir.  In this case the A2 units serves as a second caprock.


The bottom seal is provided by the regional tight carbonates of the Guelph rock port formation and the Rochester shale below that.  


Sorry.  Back one.  Thanks, Steve.  


So as you can see on this cross-section, the existing and proposed vertical wells are shown.  As well, a horizontal well will be placed to intersect the length of the reef going from UH1 up towards the 5-7 of 15 and it will be place above the base of gas in the reservoir. 


So the proposed designated storage area was determined using the 2D and 3D seismic and information from all of the surrounding wells.  It follows the MNR drilling tracts and includes additional lands as compared to the original production unit.  


The proposed designated storage area was accepted by the MNR following discussions we had with them in a meeting on November 28th.  


So this is a map showing our proposed DSA area.  The proposed DSA is outlined in green.  The original production unit is outlined in red.  So based upon the mapping of the reservoir and the maximum probable extent of A1 carbonate porosity as determined from a well review, extra lands were required to be added to the area surrounding the original production unit to adequately protect the reservoir.


So the additional lands are shown hatched in grey and includes lands to the north, east and south of the original production unit.


Our original proposal to the MNR did include tracts 3 and 4 in lot 6, but at the request of the MNR, those have been removed.  So now I pass it back to Steve.


MR. PARDY:  Just looking at the proposed DSA in a little more detail, as we mentioned, it will be a horizontal leg drilled off the stratigraphic test well, Union Heritage 1.  I am just going to flip to the next slide.


So this here gives, in section and aerial view, a diagram of the UH1 well.  So we have drilled a vertical well -- looking at the bottom left corner here, a vertical well that drills down through the reservoir, so it is sitting like this.  As a part of this project, what we will do is we will take this vertical well and we will cement back up into the well bore.


Then we will get it to our kickoff point, and then the directional drill -- using direction drillers, we will drill directionally until we get to a horizontal position, and drill horizontally throughout the reservoir.


In aerial view, up towards the top right of this diagram, you will see this is our well bore and our kickoff point.  So as we build curve, we will move out through here, and then this first point right here is shown as we move through the well bore, and we will take a slight turn to the right and drill through the reservoir.


The location of this was picked based on the seismic review that we did to pick the best porosity targets within the reservoir.


Going back to the proposed facility slide, in addition to the horizontal leg, one new vertical I/W well is proposed, and that will be Union Heritage 2.


We will convert the existing HMS.8-6-XV well to a Guelph observation well.  There will be some work that is required on that well to bring it up to the current code, and so that will be our goal for that work-over.


Pipelines, 1.9 kilometres of NPS 8 transmission pipeline are required as a part of this project and 540 metres of NPS 8 gathering pipeline.


Stations, as I mentioned, will be integrated into the St. Clair line station.  Filter/separation, measurement and compression will be required at that station, and it will enable the pool to flow into the Sarnia industrial system.


Moving ahead to the construction schedule, so our goal is to begin drilling the Union Heritage 1 horizontal one leg by June 1st, 2009 and once we receive the necessary approvals.


This will be followed by Union Heritage 2.  The plan is that we will drill the horizontal portion of the UH1 well, and it will be tied into the gathering system and the pipeline to construction will be completed.  So the reservoir will initially start injecting into just the horizontal well.


Following that, we'll do a valuation of the UH1 well, and then we will be scheduling the UH2 well.


So I guess there is a slight possibility that we wouldn't need the UH2 well, and we will have an opportunity to do that evaluation.  At this time, we do feel that both wells will be required, and that's why we have applied for both, but the timing that we have, we know for construction -- we have decided to go ahead and tie in the first well, and then that helps us meet our July 1st in-service date for this project.


Our pipelines will be constructed throughout June of 2009, and our proposed in-service date is July 1st, 2009.


That in-service date is based on the time we would need to fill the reservoir to our maximum pressure during the first year.


Union is requesting a timely approval from the Board in order to allow the MNR adequate time to issue drill licences so that we are able to begin drilling by June 1st, 2009.


Design, operation and construction, the next slide.


The pool will be designed, constructed and operated and maintained in accordance with CSA Z341.


As a part of this project, there are several requirements from the code that were undertaken.  A risk assessment was completed as per clause 7.1 of CSA Z341.  This was -- we brought in an external has HAZOP facilitator, or hazard assessment facilitator, and we did a comprehensive review of all of the construction involved in this project with respect to 341 and the operations that will be -- that the pool will be under as we move forward.


This was submitted to the MNR on February 27th, 2009.  There were no significant issues raised as a part of this -- as a part of the risk assessment, and it satisfies the requirements of CSA Z341.


In addition, the assessment of neighbouring activities, as required by clause 7.2, was submitted to the MNR on December 19th, 2008.


Again, there were no issues of concern that were identified in this study, and it satisfies the requirements of CSA Z341.


The facilities that are a part of this project will be operated in accordance with Union's existing O&M procedures and emergency response plans, and any updates to these projects or to these procedures and response plans will be made prior to the pool going into service.


MR. MANOCHA:  Steve, just a couple of clarifications here.  With the CSA Z341, you're referring specifically to the '06 edition?


MR. PARDY:  Yes.  So the 2006 edition was the first edition to require the risk assessment.


MR. MANOCHA:  I just want to clarify another point that you made previously about the 16.5 kPaa per metre.


MR. PARDY:  Yes.


MR. MANOCHA:  Is that based on the pressure at the casing seat?


MR. PARDY:  That's based on the pressure at the top of the reservoir.  So it would be the bottom of the caprock or the top of the Guelph formation.  That's where that calculation is done.


MR. MANOCHA:  Where is the casing set in relationship to that?


MR. PARDY:  The casing will be set in the caprock.


MR. MANOCHA:  Okay.  So fairly close to the...


MR. PARDY:  Yes, correct.


MR. MANOCHA:  Okay.  One other question for Julie here, while we're here doing that topic.  Are you fairly confident there is no communication with the other wells that were drilled in the designated storage area?


MS. CLARKE:  Yes.  We reviewed the wells in the area, and there were very few gas shields or pressure communication.  So we are confident it is an isolated reservoir.


MR. MANOCHA:  All right.  Now, you indicated in your report here that you're going to be developing this in accordance with the operating and maintenance procedures.


Does Union Gas have specific operating procedures dealing with the Heritage Pool?


MR. PARDY:  These procedures developed -- excuse me.


There will be specific procedures relating to the Heritage Pool.  Those have not been written at this time.  So for the operations, as we move forward and before -- if this pool is approved, we will develop those procedures before the pool goes into service.  And our emergency response plan will be updated to reflect the fact that a new pool has been added to our system.


MR. MANOCHA:  I am trying to clarify the fact that the operating procedures will be in place before you start the operation --


MR. PARDY:  That's correct.  The operating procedures will be in place before we start.


MR. MANOCHA:  How will we know that?


MS. WONG:  They can tell you, if that's what you would like.  Would you like them simply to let you know it's been done?


MR. MANOCHA:  I think that would be appropriate, that the operating procedures and the maintenance procedures have been specifically designed and operated for this installation.


MR. PARDY:  We can commit to doing that.  We will provide some documentation to show that we are, I guess, ready to go.


MR. MANOCHA:  Okay.


MS. COCHRANE:  I think we should make that an undertaking, if that is all right.


MS. WONG:  That's fine.


MS. COCHRANE:  What do we label undertakings, Zora, in a tech conference?


MS. CRNOJACKI:  KU, if that makes sense.


MS. COCHRANE:  We will call it KU --


MS. WONG:  Just to clarify, that will be an undertaking that we will answer prior to going in-service.  Obviously it is not something we can answer before the approval is given.


MS. COCHRANE:  Right.


MS. WONG:  It would be actually more appropriate to be a condition of approval.


MS. COCHRANE:  Okay.  Okay.  So that will be undertaking KU.1, we will call it.


MS. WONG:  I believe that is actually KU.2, because I gave you an undertaking to serve the Minister of Transportation.


MS. COCHRANE:  You are quite right.  I'm sorry about that. 


That will be KU.2, and we should have made the earlier undertaking KU.1.

Undertaking No. KU.1:  Undertaking to serve notice to Minister of Transportation.

Undertaking No. KU.2:  Provide notice to MNR that operating procedures in place commencement.


MS. COCHRANE:  We are caught up now.


MR. MANOCHA:  Just carrying on with the procedures.  I am looking at the design construction. 


Will the Heritage Pool be in compliance with the emergency shutdown systems, i.e., will it be isolated by automatic shutdown devices? 


MR. PARDY:  Yes.  There will be an emergency shutdown valve at the St. Clair line station.  So where the pool ties into the transmission system there will be emergency shutdown valve to isolate it from Union's transmission system. 


MR. MANOCHA:  Okay.  Thank you.  Then basically have you prepared the emergency response plans in accordance with section 10.1(2) and 12.3 of the Z341? 


MR. PARDY:  Before the pool goes into operation, we will have updated our emergency response plan to reflect the Heritage Pool being developed. 


MR. MANOCHA:  Will you communicate your emergency response plans to the local emergency providers? 


MR. PARDY:  Union meets regularly with the local first responders and our landowners, obviously, and whenever we meet with those, some of those topics that will be discussed, there are new additions to facilities and we can commit to making sure that there is communication given to them before we go to first injection. 


MR. MANOCHA:  Okay.  Do you provide any emergency response plans to the general public or to the landowners? 


MR. PARDY:  We don't provide copies of our emergency response plan to the general public or landowners.  We do have communication with them with respect to numbers that they need to call.  There are signs on all of our facilities that people need to call, and we do have meetings to discuss our plans and that we have one in place and what they need to know, so...


MR. MANOCHA:  Perhaps I will word it differently.  Would the public know who to call in case there is a problem with the facility? 


MR. PARDY:  Yes, they do. 


MR. MANOCHA:  Do you have any brochures that would illustrate that? 


MS. WONG:  At the moment, I don't believe Union has anything that it hands out on a regular basis, do you? 


MR. EDWARDS:  We had a brochure a few years ago which we have handed out to landowners, distributed through the Dawn plant to various landowners.


We also took it to our, to the Heritage Pool, I believe, when we had our safety meeting out there, the emergency response plan meeting.  Perhaps it should be updated.  I don't know, Bill, I will leave that -- we can certainly provide you with that. 


MS. WONG:  Union is prepared to undertake to work with the Ministry to put together a handout to give to the landowners that would set out emergency numbers that they can call and that kind of information that is geared specifically for the public.


MS. CRNOJACKI:  Will that be an undertaking then? 


MS. WONG:  We are prepared to make that an undertaking today. 


MS. COCHRANE:  So that will be undertaking KU No. 3. 

UNDERTAKING NO. KU3:  PROVIDE SUMMARY OF EMERGENCY RESPONSE PLAN


MR. MANOCHA:  I think just to clarify.  We are looking for a one or two-page summary type of a very, very overview type of emergency response plan. 


MS. WONG:  That's fine, and that is the kind of information we had in mind. 


MR. MANOCHA:  Thank you.  Just the last point.  Your emergency response plans.  In case of a major incident, there is a leak in a valve or that type of thing, is the Ministry notified of such an event? 


MR. PARDY:  Yes. 


MR. MANOCHA:  That's all of the questions I have at this time. 


MS. WONG:  Could I just make one clarification or ask for a clarification on the second undertaking with respect to advising the Ministry of the update being completed. 


Should we be just dealing directly with the Ministry and providing that to the Ministry or does the Board want us to file a copy with them as well?

MS. COCHRANE:  I think they should be filed with the Board since it is part of a Board proceeding as well.


MS. WONG:  Just to be clear, all that would be just a letter indicating that it had been done and that the procedures had been updated? 


MS. COCHRANE:  Right.


MS. WONG:  That's fine, thank you. 


MS. CRNOJACKI:  Mr. Pardy, I have a question of clarification regarding the UH2 well that you said may or may not be needed depending on the test results from the well that you would start drilling in June. 


Typically when the Board recommends to the Ministry of Natural Resources to issue a license to drill a well, one of the standard conditions is that that there is a 12 month, it reads, actually, that:

“Authorization for the issuance of the drilling license is limited to 12 months from the date of the Board's report.” 

Assuming there would be –- there is a favourable report. 


So I am just interested in the timing that you anticipate regarding when the test results may be available and when you anticipate, if needed, that UH2 well will start, will be drilled.  And if you need extended time in case that of a favourable report is issued. 


MR. PARDY:  Yes.  We are aware that the 12-month restriction or expiry on the drilling licenses, and we certainly anticipate that any work will be completed well before that.  We are proposing a July 1st in-service date which, assuming we get our licenses June 1st, which would give us plenty of time, we would expect that that well would be drilled within several months following the in-service date. 


So it will be drilled, I would expect in 2009. 


MS. CRNOJACKI:  Thank you, that is helpful. 


MS. COCHRANE:  Are there questions or should we just continue on? 


MS. WONG:  I think we are back on to the presentation. 


MR. PARDY:  All right.  Just moving to the next slide, proposed storage operations.  


So the Heritage Pool will operate between a cushion pressure of 2100 kPaa absolute, and a planned maximum pressure of 10,623 kPaa absolute.  This yields a cushion capacity of 5400 103 m3 and a total capacity of 32,300, 103 m3.  Which will provide for a working capacity of 26,900, 103 m3.  Just for reference, this will be the smallest pool in Union's system. 


Our market need.  This storage will become part of Union's overall storage portfolio.  The storage will be sold ex-franchise at market prices and our NGEIR decision confirmed the need for additional storage in the Great Lakes region, and Union is can have dependent that there is demand for this storage in the market.


The ex-franchise storage will not be part of Union's regulated activities and the costs of this project will not be passed on to Union's ratepayers. 

At this point I will hand it over to Doug Schmidt. 

Presentation by Mr. Schmidt:


MR. SCHMIDT:  Thank you, Steve. 


I would like to present a few slides regarding Union's environmental report, proposed mitigation, and First Nation consultation and communication. 


Environmental protection plan was completed by Union in November 2008.  The EPP documents a plan for the protection of the environment during construction.  This includes both well drilling and pipeline construction.  The environmental protection plan includes a natural heritage and physical environmental inventory report completed by Jacques Whitford for the proposed development.  The environmental protection plan was forwarded for comment to Ontario pipeline coordinating committee members, municipalities, St. Clair Region Conservation Authority and First Nation. 


There have been no significant concerns raised and the only comment received was from the St. Clair Region Conservation Authority, which was minor in nature.  Union has received its permit from the Conservation Authority.   These comments can be found in section 5, schedule 2, and were filed with the Board on March 27th. 


The next slide deals with more significant environmental features that may be impacted by this proposal and the proposed mitigation. 


First is archaeology.  Stage 1 assessment, which is basically a background study, and a stage 2 assessment which is field survey work was completed by D.R. Poulton and no artefacts were found. 


With respect to agricultural land:  Soybean cyst nematode.  First, SCN, or soybean cyst nematode, is a microscopic worm-like organism found in the soils and obtain their nutrients by feeding on the root systems of soybeans and can cause extensive damage to soybean crop.  We have completed that testing and that was negative. 


We will have a wet soil shutdown practice that will be implemented, and post construction tiling also be completed.


With respect to water well monitoring, monitoring was completed prior to drilling the test well in 2008 and will be again completed again prior to drilling in 2009.


With respect to watercourses, there are two minor crossings necessary.  Again, permits have been secured from the Conservation Authority.  The watercourse crossings will be completed by -- one will be completed by horizontal directional drill, and the other will be completed by either a dam and pump or a flume crossing method.


Natural areas and wetlands, they have been avoided.  Construction activities will take place on agricultural land.


Vegetation, there was a small amount of tree removal and pruning that was necessary.  That work has been completed.


Species at risk, an in-field survey has been completed by Jacques Whitford.  There is the potential to encounter the eastern milksnake, Butler's gartersnake and eastern foxsnake.  What we've done is we prepared information sheets with mitigation to be presented to all workers as a requirement prior to working at the site.


My next slide is regarding First Nation consultation and communication.  Union met with Walpole Island First Nation on April 30th, 2008 to present an overview of the project.


Union again met with Walpole island First Nation on May 14th, 2008 to discuss seismic operations and storage designation processes, and letters were forwarded December 18th, 2008 to Walpole Island First Nation, Aamjiwnaang First Nation and Chippewas of Kettle and Stoney Point First Nation describing the project, and that an environmental protection plan was completed and that could be available upon request.


A project update and EPP were provided to Walpole Island First Nation on January 16th, 2009.  On February 25th, 2009 Union presented an overview of storage to Walpole Island First Nation.


So at this time, Walpole Island First Nation, who have specific interests in the area and have acted as the lead First Nation, have not raised any specific issues or concerns with Union's proposal.


Technical Question No. 2 has further details regarding First Nation consultation and communication.


My final slide for today shows the project location in relation to the three First Nation communities.  The yellow dot represents the project.  Walpole Island is located to the south and west, just west of Wallaceburg.  Aamjiwnaang First Nation is located north of the project in the Sarnia area, and, finally, the Chippewas of Kettle and Stoney Point First Nation are located to the north and east of the project on Lake Huron, just west of Grand Bend.


That concludes my portion of the presentation, and I will hand it over to Mr. Edwards.


MR. EDWARDS:  Thank you.  Before I talk to this slide, I wanted to talk a little bit about the update to the prefiled lands evidence which was submitted in the past couple of weeks.


This, of course, is in regards to the lands owned by the Ministry of Transportation or MTO.


To assist with this, I would ask if everybody could turn to section 3, schedule 8 in the prefiled evidence, if you have that available; section 3, schedule 8.


Don't have it?  We can -- actually, Bill, we can actually refer to page 10 here.  I can talk off page 10 of this.  I can speak to this.


And this, what we're showing here is a map that shows all the land tracts in the area.  And in Lambton County, if everybody has those maps -- I will pause for a second.


In Lambton County, the typical 200-acre lot has eight tracts, 25 acres for each land tract.  So in this particular case, we're showing the eight tracts.  On the map, it shows originally the DSA boundary was supposed to be a rectangular form, but when the MNR requested that we drop tracts 3 and 4, they were removed from the DSA.  And at that point in time, we thought all of the MTO lands were removed from the designated storage boundary.


It turns out that wasn't correct.  MTO has a small piece of land in the northwest corner of tract 6, and if we look at tract 6, just inside the brown and green line there where the highway comes down on an angle, right in the northwest corner of tract 6 you can see a bit of land that belongs to Highway 40 that belongs to MTO.


The update that we filed correctly includes MTO in the DSA.  There were initial discussions with MTO based on the original DSA boundaries.  These discussions stopped when we thought they had been removed.


However, they're back on now.  Discussions have been reactivated due to the new information.  A letter has been directed to the MTO dated March 24th, 2009.  That letter came from the office of ELS and Company.  ELS is a land acquisition company that has been contracted by Union to obtain land rights for this project, and a copy of that letter we have here, and Bill will distribute it to everybody.


MS. WONG:  Ms. Cochrane, if we could perhaps have that letter marked as an exhibit just as an indication that the Ministry of Transportation has been made aware of the project?


MS. COCHRANE:  Okay.  That will be -- what are we on to now -- Exhibit KT1.4.

Exhibit No. KT1.4:  Letter dated March 24, 2009 to Ministry of Transportation from ELS and Company.


MR. EDWARDS:  In that letter, we discussed the area that we require rights on, and leases have been forwarded to them and we are expecting a response back from them shortly.


We don't see a big issue to get these rights from MTO, but we do understand it takes time to work some of these things through the government agencies, so it may be a little bit of time before we get our executed documents back from them.


So that is sort of where we stand with that right now.  It was just missed.


Most of the part that shows up there on tract 6 is really asphalt land and some road.  So it is a small area there.


MS. CRNOJACKI:  Maybe it would be helpful, just for the record, for clarity of transcript, to get just a quick explanation.  When you refer to "tract", what do you refer to, or maybe the MNR could explain that --


MR. EDWARDS:  Well, the tracts --


MS. CRNOJACKI:  -- or whoever, really?


MR. EDWARDS:  The tracts are 25-acre parcels.  The lots up there are 200-acre lots, farm lots.  They are 200 acres, and there are eight drilling tracts in each 200-acre property.


MS. CRNOJACKI:  So these are drilling tracts?


MR. EDWARDS:  One, two, three, four, five, six, seven, eight, type of thing.


MR. MANOCHA:  It is just a system that we use; basically, break the 200 acres up into eight sections, if you will, of 25 acres each, and that way it prevents overdrilling in a particular area.  So we try to make sure we regulate the drilling so you actually try to drill on tracts.


MS. CRNOJACKI:  So that is under the MNR jurisdiction, that division into these tracts?


MR. MANOCHA:  Right.  And the other part is that we try not to sterilize any more land than we need.  So when it came down to removing the tracts 3 and 4, we want to make sure that the people could continue to explore for oil and gas or develop that area for future storage.  So we try to minimize, you know, the amount of land that is occupied by the designated storage area.


MS. CRNOJACKI:  So that's the reason why the boundary, original boundary proposed -- as proposed was changed?  That was the rationale for the change, for taking out these two tracts?


MR. EDWARDS:  Yes.  And MTO had a fairly major portion of the land in tract 3, I believe it is -- tract 4, and of course once it was gone it's...


MS. CRNOJACKI:  Thank you.


MS. WONG:  Just one other clarification.  Is it also the case that the MNR prefers to keep the tracts together, so you would rather not break the tracts into pieces?


MR. MANOCHA:  That is correct.


MR. EDWARDS:  Most of the MTO land is in tract 3.  I said tract 4, but it is tract 3.


Next slide.  Now, speaking to the slide that is up there, Union has all of the necessary petroleum and natural gas leases and gas storage leases for the private landowners on the private properties.


The second bullet is what we just talked about, referring to the government lands, and we're working towards that.


The third bullet, we have agreements in place for all new well locations, access roads and gathering lines.


We have signed agreements made up of easement documentation, options for easements and letter of understandings in place for the transmission pipeline.


We have just recently purchased in fee simple station sites.  We have been holding ongoing meetings with the directly affected landowners for quite some time, probably a good year, and we will be coming them up-to-date on the project.  These meetings, of course, will continue through the construction and clean-up phase of the project.


We will implement a lands relation program when construction starts, and this will include designated land agent to meet with the landowners as required to keep them current on what is going on.  It will also include a complaint tracking system.  The landowners have not identified any significant issues during negotiations.


Next screen here.  Union has a process in place to deal with damages and insurance issues.  Damages are paid in -- as per our agreements that are signed with our landowners.  The land relation agent at the end of the project will meet with the landowners again after construction to review construction damages and anything there they want to review and make any appropriate payments.


The final bullet.  Union has sufficient insurance in place to cover any unforeseen events including environmental issues.


I think at this point, back to Steve.


MR. PARDY:  So in summary, Union has completed the required engineering and geological reports to demonstrate the area should be designated as a storage area and used as a storage pool.  The pools will be regulated by CSA Z341 code and the Ontario regulations.


Union has been safely operating storage in Ontario since 1942, and we own and operate 21 storage pools and I know that is a little bit of math there but heritage will be the 22nd, not the 23rd -- and the smallest.


There are no significant landowner or environmental concerns with this project that have been identified. 


MS. WONG:  That concludes Union's presentation, so I will turn it back over to you, Ms. Cochrane, if you have any further questions.


MS. COCHRANE:  Board Staff had some questions or did you cover them in the course of the presentation, Zora?  MS. CRNOJACKI:  We covered our questions.  Thank you.


MS. COCHRANE:  Okay.  Any of the other parties have any questions?  No?  Going once...


MS. WONG:  Perhaps I could raise an issue, unless you had a question?  Did you?


MS. EGAN:  No.  I was just going to say that we have asked all of our questions, as well.


MS. WONG:  Thank you.  I realize the Board has issued a procedural order setting out time lines for putting in arguments and replies.


I wondered, in light of the fact there are no significant – well, there are no objections as far as I know, whether it is possible that we might be able to do this on some sort of consent basis or basis that would require us not to file formal argument.


MS. COCHRANE:  That decision would have to be made by a panel of the Board, and I can take it to them.  Well, nothing would be done in short order in any event, but I can certainly, you know, point out that there aren't any serious issues and if there is some expedited way that we can proceed with this, subject to the undertakings and --


MS. WONG:  I would appreciate that.


As Mr. Pardy made clear, it would be helpful to have the approval as soon as possible in order to meet the in-service dates.


MS. COCHRANE:  Yes.  I am mindful of that.


MS. WONG:  Thank you.


MS. COCHRANE:  All right.  Well, nobody else has any questions or submissions then I guess we are concluded with this technical conference.  Thank you, everybody.


--- Whereupon the hearing concluded at 10:35 a.m.
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