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1 GENERAL COMMENTS
1.1

Introduction

1.1.1

On June 20, 2017 the Board issued a letter initiating a process to review the DSM
Plans of Enbridge and Union for the period 2015-2020. The process included the
filing of information and reports by the utilities, and a two-phase review. The first
phase dealt with the intersection of cap & trade and DSM. Parties filed submissions in
that regard, but ultimately the termination of the cap & trade regime caused the Board
to withdraw that portion of the review by letter dated August 15, 2018. The second
phase, including specific issues that the Board had determined would be part of the
mid-term review, continued.

1.1.2

The utilities filed a number of reports and submissions on September 1, 2017, October
2, 2017, and January 15, 2018, and made oral submissions with an accompanied
presentation at the Stakeholder Conference on September 6, 20181. These are the
Submissions of the School Energy Coalition.

1.1.3

There was no oral hearing in this proceeding, but there was a discussion of some of the
issues orally in a two-day Stakeholder Conference. However, that was not transcribed,
so there is no record of those discussions. There was no discovery as well, so overall
there is no evidentiary record on which the Board can make binding decisions.

1.1.4

We did not in this proceeding have the benefit of seeing the submissions of OEB Staff
in this proceeding, so we are unable to comment on OEB Staff positions on the issues.

1.1.5

SEC has organized these Submissions based on the topics raised by the parties, either
in the utilities’ filings or in the Stakeholder Conference.

1.1.6

SEC notes that the Board only allowed funding for 12 hours for these submissions.
Given the 580 pages of proposals by the utilities, many of them very detailed, plus the
many hundreds of pages of background material that had to be reviewed and
compared, it was not possible for SEC to deal with all of those proposals in detail in
these Submissions. We had to stop when our time preparing submissions reached 40
hours, well past the level of Board-approved costs eligibility.

1.1.7

In a few places, therefore, SEC simply notes our position on an issue, rather than
providing a more detailed analysis of the utility proposals, and the problems within
them. While we would have preferred to provide a detailed rebuttal, the time allowed
did not permit us to do so.

1

Cited herein respectively as Enbridge September, Enbridge October, Enbridge January, Enbridge Presentation,
Union September, Union October, Union January, and Union Presentation. We have also seen the Enbridge final
submission dated September 24, 2018, which we refer to throughout as Enbridge Submission.
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1.2

2

Background Issues

1.2.1

There are a number of background issues that should influence the Board’s view of the
DSM programs going forward.

1.2.2

Merger of Enbridge and Union. Enbridge Inc. acquired Spectra early in 2017, and
included in that transaction was ownership of Spectra subsidiary Union Gas. By order
dated August 30, 20182, the Board approved an application by the utilities to allow the
amalgamation of Enbridge and Union so that they can operate as effectively as
possible as a single utility.

1.2.3

The Board has been encouraging the utilities for some years to work together more
closely in their DSM program design and implementation. During the review of the
2015-2020 DSM Plans, the Board heard evidence that customers would prefer to have
similar offerings from both. That is particularly true of customers that have operations
or facilities in the service territories of both Union and Enbridge (such as some school
boards).

1.2.4

The merger of Union and Enbridge will allow the two programs to be fully combined
and integrated. This should result in improved efficiencies, improved market
penetration, and increased delivery of results.

1.2.5

However, SEC also notes that the combination of the DSM programs cannot happen
overnight. It will in part be dependent on the speed and structure of the integration of
other parts of the organizations, and it will in part be driven by the timing of the next
DSM Framework, expected to start in 2021. In the case of the latter, the internal and
consultative work on that Plan should be starting at the beginning of 2019, so that
information and a single, combined application can be filed by the end of 2019.

1.2.6

The merger also has some specific impacts, which we note in our Submissions. By
way of example, Enbridge has an Open Bill program, but Union Gas does not. Given
that Enbridge and Union will, in the relatively near term, combine their billing
systems, it would not seem efficient to change the Union billing system to
accommodate an Open Bill program before that time.

1.2.7

Shift in Evaluation from Utility Control to OEB Control. The first section of these
Submissions deals with Evaluation and Audit. One of the major shifts in the new
DSM Framework was to move control of the EM&V process from the utilities to the
Board. The new process, managed by an Evaluation Contractor under the supervision
of OEB Staff, with the input of an Evaluation Advisory Committee, has been
disruptive, but ultimately successful.

EB-2017-0306/7
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1.2.8

Many of the topics in the mid-term review are affected by the fact that the new EM&V
process produces more reliable, and more independent, verified results.

1.2.9

It may also mean that, during the transition period, the utilities will be more litigious
as the more discplined process affects their incentives3. SEC believes that this will
only continue for a short time, before the Board and all stakeholders, including the
newly-combined utility, get comfortable with a new reality.

1.2.10

Public and Government Support of DSM. The biggest background factor affecting
the DSM Framework is the recent change in the positions of the government, and the
public, with respect to conservation-related spending. This has major implications,
some of which are obvious, and some of which are more subtle.

1.2.11

The obvious implications include:
(a) Termination of the cap & trade regime. The original DSM Framework was

set up with no cap & trade, but its introduction implied potentially big changes.
The termination of that government program nominally brings the DSM
Framework back to its starting point, but with the federal carbon tax looming
as a factor in the cost-effectiveness of, and public appetite for, DSM programs.
(b) Termination of the Green Investment Fund, Green On and Similar

Programs. The utilities have been able to augment their DSM budgets with
funding from these government programs, as their submissions indicate. The
likelihood that this funding will continue in any significant way is low,
meaning that the utilities will have to adjust to those programs being scaled
back.
(c)

Reduced CDM Funding. Right now, it is not clear whether all CDM funding
will be ended, or some of it, or none, although the last is unlikely. The ability
of the utilities to collaborate with electrics, or with IESO, can be expected to
be severely constrained.

1.2.12

It is, however, the less obvious implications that may be more important. Part of the
reason for the substantial budget increases in the current 2015-2020 DSM Plans was
direction from the government of the day to the Board to expand DSM funding. While
the Board did so fairly cautiously, it is clear that the utilities’ DSM programs are
substantially larger than they were just a few years ago.

1.2.13

In the new environment, that is less likely to be the case. The current government

3

The Board has already seen this in EB-2017-0323/4, the Clearance applications for 2015 DSM programs. We will
likely see it in the 2016 clearance applications as well.
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appears to be less willing to encourage increases in conservation spending, and can be
expected to influence public opinion in that same direction. Both the government and
the public can also be expected to be more skeptical of utility results.
1.2.14

Clearly the main impacts of the change in government and public support will be
considered by the Board in the context of the next round of DSM Plans, likely 20212025. However, there are some immediate implications as well, such as:
(a) Budget Requests. The utilities have requests for tens of millions of dollars of

additional budgets, as well as changes to the incentive rules to make incentives
easier to achieve. In the context of the current situation, SEC believes that
those changes are ill-timed, and are better left until the next DSM Framework.
(b) Evaluation and Audit. There will almost certainly be a debate over

conservation spending in the next couple of years. For those, like SEC, that
support a strong commitment to conservation, it will be critical that the results
being achieved by the utilities are supported by thorough independent and
empirical data. Those who wish to cut conservation spending will rely heavily
on the theory that conservation programs are either unnecessary, or an
unproductive waste of money. The answer will only be persuasive if it is
backed up by robust and independent audits that the public and the government
can accept.
1.2.15

1.3

SEC submits that the current state of flux, whether in the utility, in the Board’s
regulation of DSM, or in the government and public support for conservation, makes
this a critical time, with a lot of uncertainty. In our view, it would be wise for the
Board in the mid-term review to accept only those very few changes that are
demonstrably justified, and cannot be dealt with in two years as part of the next DSM
Framework.
Summary of Submissions

1.3.1

This section provides a brief summary of the main SEC recommendations contained in
these Submissions.

1.3.2

Evaluation and Audit. The new OEB Staff-led evaluation and audit process has been
more successful than some expected, although it has given rise to some transitional
challenges in the first couple of years. Those now appear to be mostly resolved.

1.3.3

Net to Gross. The Board should reject the proposal of the utilities to fix the net to
gross ratio. The evidence from the 2015 audit demonstrates that the previous NTG
ratios may be grossly incorrect, and that proper evaluation requires that the NTG ratio
be measured for custom projects as part of the verification of each year’s results.
6
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1.3.4

SEC notes, in this context, that the NTG proposal, which appears to be a technical
adjustment to how results are measured, may be the biggest single dollar request from
the utilities. As signaled by the number of times the utilities have come back to this
issue, this could have a multi-million annual impact on the shareholder incentives
paid. If the utilities do not have to actually influence their customers to achieve their
gas savings targets, but are simply deemed to do so, as the utilities propose, the
difference in incentives could be 50% or more of the total.

1.3.5

Targets. The utilities are seeking a number of reductions and other changes to their
targets to make it easier for them to maximize shareholder incentives, including
adjustments to the formula, and reductions in the productivity factor. With one
exception, those proposals should be deferred until the next framework.

1.3.6

Target Adjustment Mechanism (TAM). Enbridge and Union have proposed that the
TAM be altered. Only one adjustment is appropriate. Where a program is designed to
include future commitments for customer incentives, the TAM should be calculated on
an accrual basis rather than a cash basis. All other adjustments to TAM should be
dealt with in the next framework.

1.3.7

Scorecards. The utilities have proposed new scorecards that generally reduce the
weight given to lifetime cubic meters, and increase the weight to activity-based
metrics. They also incorporate some reductions in targets. Those proposals should be
part of a broader review of how achievement is measured, and should be dealt with in
the next framework, not in the mid-term review.

1.3.8

Outcome-Based Metrics. The Board directed the utilities to work with stakeholders to
develop “options for additional outcomes-based metrics”. The utilities took no steps
to do so.

1.3.9

Shareholder Incentives. Union has proposed dramatic changes to the structure of
their shareholder incentives, justifying them primarily on the basis of the activity of
GreenOn and other programs in the market. These proposed changes should not be
approved.

1.3.10

General Adjustment to Targets or Budgets. This overall request by the utilities is
essentially a relitigating of the EB-2015-0029/49. Targets and/or budgets should be
adjusted, if at all, in the context of a broader, evidence-based review for the next plans.

1.3.11

Customer Incentive Fund. The additional funding requested in the proposed
Customer Incentive Fund should be refused. The utilities already have a DSMVA
available to them for similar purposes, and there has been no process to test whether
additional funding is appropriate.

1.3.12

Energy Leaders and Energy Literacy. The continuation of the budget for Energy
7
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Leaders has been justified, and should be continued. The proposed budget for Energy
Literacy has not been justified, and should be denied.
1.3.13

Residential Adaptive Thermostats. Union is requesting incremental funding of $4.5
million for this program. The Board should deny the request.

1.3.14

Budget Flexibility. The utilities have requested changes to their ability to move
money between components of their DSM plans. Those changes should be considered
in the broader context of the next framework.

1.3.15

Home Energy Conservation and Optimum Home. The Board should not provide any
comment on the proposed changes to these programs, as there is no tested evidence on
which the Board can make any determinations. The Board should, however, caution
the utilities that changes to the activities of IESO, electric utilities, and the Green
Investment Fund should be taken into account in any changes the utilities implement.

1.3.16

Savings by Design. Enbridge proposed to reduce the threshold for this program from
25% above Ontario Building Code to 10%. On September 24th, they changed this to
15%. The Board does not have sufficient or tested evidence to comment on these
program design changes. The metric in the Scorecard should remain as already
approved by the Board, and should be applied by reference to the current Code.

1.3.17

Open Bill. Union should defer any remaining work on this until Amalco combines the
Enbridge and Union billing systems, and then implement a single system modelled on
the successful Enbridge approach.

1.3.18

Collaboration with Electrics. In the current changing landscape, the utilities should
hold off on further initiatives of this kind until the future directions are clear.

1.3.19

Integrated Resource Planning. The work done by the utilities to date is insufficient,
and the Board should encourage them to move more resolutely in the direction of
using DSM to defer capital spending. Leave-to-construct applications are regularly
being filed that could have benefitted from deferral or avoidance with more aggressive
IRP.

1.3.20

Amortization of DSM Costs. While the spreading of long-term conservation
investments over the period they are useful is intuitively attractive, it is not appropriate
to implement such a major change at the mid-term review. The utilities should be
encouraged to engage with stakeholders on this issue, and then bring to the next
framework proceeding evidence and analysis of the costs, benefits, and other impacts
of such a change.

1.3.21

Increases in Size of DSM Programs. Some parties are proposing increases to the size
of the utilities DSM programs. Whether or not those increases are a good idea can
8

ENBRIDGE/UNION DSM MID-TERM REVIEW
EB-2017-0127/8
SUBMISSIONS
SCHOOL ENERGY COALITION

only be reviewed in the context of a new framework, based on a solid evidentiary
record.
1.3.22

Administrative Costs. The utilities have not provided the Board with satisfactory
evidence benchmarking their overhead and administrative costs for DSM. They have
also admitted that material DSM costs are not included in their DSM budgets at all,
which means that their cost-effectiveness calculations are suspect.
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2 EVALUATION AND AUDIT
2.1

Background

2.1.1

In the current 2015-2020 DSM Plans the Board moved from utility control of the
evaluation and audit activities (with stakeholder input), to OEB staff-led evaluation
and audit activities. The central responsibility is given to an experienced evaluation
contractor, supervised by OEB Staff and advised regularly by a committee of utilities,
customer representatives and independent experts.

2.1.2

The utilities have complained about this new evaluation and audit approach. This
raises two issues for the Mid-Term Review.
(a) First, should net to gross be measured as proposed by the evaluation

contractor, or using the previous assumptions-based approach?
(b) Second, is the new, independent process working properly?
2.1.3

2.2

4
5

SEC provided detailed submissions on these two issues in EB-2017-0323/4, the 2015
DSM Clearances applications by the two utilities. Rather than repeat those
submissions, we have attached excerpts from the SEC Final Argument in EB-20170324, the 2015 Enbridge Application, which we reference in the summary below.
Net to Gross Measurement

2.2.1

The evaluation contractor in the 2015 audit proposed that, since a NTG study had been
contracted anyway (with the same experts), and that year was being audited, the most
efficient approach was to measure the NTG for 2015 as part of the audit process.
Because it had been measured directly, it could also be applied to that year. That was
done, and the NTG results were much lower than the results from the previous study,
which was based on 2004-2006 results.

2.2.2

The utilities objected on two grounds. First, they said that the new “assumptions”
should not be applied retroactively. The Board determined that, for 2015 only, as a
transition year, that was correct. Second, the utilities objected that the survey
approach to NTG was not the best approach. In their submissions in the Mid-Term
Review, they refer to it as “outdated”4, and “antiquated”5.

2.2.3

On the first point, SEC’s discussion of Measurement vs. Assumptions is at Section 2
of the attached excerpts. While the Board determined that 2015 should have the old

Numerous places.
Enbridge January, p. 29.
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assumptions applied, it agreed with customer groups that measurement is the preferred
approach, saying6:
“LPMA and SEC emphasized the benefits of using measured results versus
historical assumptions to assess DSM achievements and indicated that prior
OEB decisions supported this approach for custom projects. The OEB agrees
with this interpretation of the OEB’s 2015-2020 DSM Decision for future years
but not for 2015.”
2.2.4

SEC submits that measured NTG should therefore be used for the 2016-2020 results
where possible.

2.2.5

The utilities have, instead, proposed that the Board adopt a fixed NTG ratio for the
remainder of the current plans, essentially because if the measured results are bad, the
utilities will not be able to earn their full shareholder incentives. In fact, they propose
a range of 70% to 80%, based not on research, but on what they want. The central
thesis of their argument appears to be that, if they are required to actually influence
customers to achieve results consistent with their targets, they will be disincented to
devote their fullest efforts to their DSM Plans.

2.2.6

As we note in the attached excerpt, NTG is largely within the utilities control. If they
choose to be order-takers, they can expect the low levels of NTG seen in the 2015
study. If they choose to be more proactive, their measured results will be much better.

2.2.7

On the second point, the NTG study methodology, Section 3 of the attached excerpts
deals with that in some detail. We note two things in this regard:
(a) The study methodology the utilities decry is in fact the most commonly used

methodology in North America for NTG, and is used by almost all experts,
including the utilities’ own expert in the 0323/4 proceeding.
(b) The utilities’ proposal is to replace the study used in most places with no study

at all, just a number picked out of the air because it happens to favour the
utilities.
2.2.8

6

SEC submits that, if the utilities want to propose a new method to measure their
achieved NTG, they should do so in the next framework, with supporting evidence
from experts that can be tested by the parties and the Board.

EB-2017-0324 Decision and Order, p. 6..
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2.3

7

Changes to the Process

2.3.1

The utilities complain that the OEB Staff-led process for EM&V is “dysfunctional”7.

2.3.2

In Section 4 of the attached excerpts, SEC discussed how the 2015 audit and
evaluation proceeded. Since that time, the problems of transition that arose have been
addressed. Scheduling is more transparent, and keeps a faster pace. Everything is
reviewed by the EAC and OEB Staff at the same time, straight from the evaluation
contractor to everyone.

2.3.3

Further, the overall timeliness of the process has been improved, and it is likely that by
the time of the 2018 audit it will be fully on track.

2.3.4

For example, the EAC is considering conducting the audit of the 2017 and 2018
custom projects (by far the most time-consuming part of the process) together, using a
single sample from both years, so that the same realization rates and net to gross
factors can be applied to both years as well. One of the independent experts on the
committee has suggested that, if this works as expected, it could be implemented in
future years, saving evaluation dollars while keeping the integrity of the results. In the
meantime, it retains the rigour of a full audit, but saves money and gets the timing
back on track.

2.3.5

As we have noted elsewhere, the only sense in which the current EM&V process is
“dysfunctional” is from the narrow point of view of the utilities, i.e. they no longer
control that process. From the point of view of the customers, who are footing the bill,
this is not dysfunction at all.

2.3.6

In SEC’s submission, increased independence and rigour are good results, not bad
ones.

Enbridge January, p. 28.
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3 TARGETS
3.1

Background

3.1.1 The utilities complain that the Board increased their 2016 targets by 10%, but didn’t

increase their budgets by an equivalent amount. They call this a “mismatch”.
Enbridge in particular appears to be scandalized by this, as if the Board simply didn’t
understand what it was doing8.
3.1.2 SEC notes that, if the utilities believed that the decision on their DSM Plans was wrong,

they had a remedy available in the form of a Motion For Review. They did not file
any such motion, but now say that the Board’s decision was wrong and should be
fixed. They propose that the Board make those fixes in a proceeding in which there is
no opportunity for discovery, and no opportunity for testing of the utilities’ opinions as
set out in their submissions. In effect, they want the Board to take their word for it
that the Board got it wrong the first time around.
3.1.3 With respect, this is simply inappropriate. Adding 10% to budgets, for example, or

reducing targets by 10%, are nothing more than reversing the Board’s decision on their
plans. That was not, in our view, the Board’s intention with the Mid-Term Review,
and it is certainly not an appropriate way to handle things today.
3.1.4 In this section and the next, we deal with the various aspects of budgets and targets

proposed by the utilities. However, our broader view is that, if the Board wants to
make any material changes to the DSM Plans’ budgets and targets right now, it should
ensure that there is full evidence, with discovery and an opportunity to test that
evidence on the record. Under the circumstances, the better way to deal with those
proposals is in the context of the next framework.
3.2

General Target Adjustment

3.2.1 In its September submissions, Enbridge appears to be proposing that its targets be

reduced by 10%, because when the Board increased them it did not increase budgets as
well9.
3.2.2 It is not clear to us that Enbridge is continuing to pursue that proposal. In its January

submissions, it focuses on getting a higher budget, rather than a lower target10.

3.2.3 However, if Enbridge is in fact still seeking a 10% target decrease, in our view the
8

See Enbridge January, p. 15-19.
Enbridge September, p. 25.
10
Enbridge January, p. 19.
9
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Board should reject that proposal. Not only is it a direct reversal of the Board’s
decision on the DSM Plans, but in the meantime the utilities have been making
substantial shareholder incentives, despite the Board’s decision to increase their
targets. The only “evidence” provided by Enbridge in support of their target increase
is their argument that they disagree with the Board’s decision on their DSM Plan.
That is not evidence.
3.3

Target Adjustment Mechanism (TAM)

3.3.1 There appear to be two proposals for changes to the target adjustment mechanism11:
(a) Exemption of offerings that have customer incentives committed in one year,

to be paid in a future year.
(b) Change the productivity factor for market transformation from 10% to 2%.
3.3.2 The first issue is not new. Early in the Savings by Design program, Enbridge prepared

an application (EB-2013-0383) for a deferral account (much like the DSMPIDA
proposed in this proceeding) that would have effectively treated future commitments
for incentives as spent in the year the customer signed up for Savings by Design.
Enbridge did not proceed with that application, because there were many questions
that had to be addressed about how it would work.
3.3.3 Enbridge then raised it in their 2015-2020 plan, but it was not approved there. SEC

notes that adjusting the TAM for these programs was not proposed by Enbridge,
because in their DSM Plan there was no TAM.
3.3.4 Thus, the issue of how to address multi-year customer incentives has existed for a long

time, and has not been addressed. There is no apparent reason why this Mid-Term
Review is suddenly the appropriate time to do so.
3.3.5 On the other hand, the issue is a real one. If multi-year programs are successful, they

can create mismatches between budgets, commitments, and incentives actually paid,
which can in turn lead to anomalies in the calculation of targets.
3.3.6 The utilities propose that multi-year programs be exempt from the TAM, and that

targets instead be fixed. Unfortunately, this process does not allow for a review of the
appropriate fixed targets to be used. Thus, as a practical matter, it may not be possible
for the Board to go to fixed targets as the utilities request.

11

We are, frankly, unable to determine if there are more, given the state of the utilities’ submissions, and the
inability to have discovery on their proposals. There may be other changes hidden in the detailed new scorecards
proposed. We are not able to comment on those.
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3.3.7 SEC suggests that there may be another alternative. As a temporary measure, Enbridge

could, for the named programs, calculate the TAM using an accrual method rather than
a cash method. That is, the amount spent for TAM purposes (not for DSMVA or rate
recovery purposes) could be the net total of the amounts committed to be paid to
customers during the year. It would therefore not include amounts committed in a
prior year and paid this year, but it would include amounts committed this year,
whether they are paid this year or a subsequent year. Further, if a prior commitment is
ended (for example, a customer leaves the program), then that would reduce the
amount “spent” in the current year (like a negative commitment).
3.3.8 This is, in our submission, not the perfect solution to the issue. However, SEC submits

that, without a more thorough review, a short-term fix is appropriate in this case. This
is one that is conceptually sound, and is unlikely to cause any major problems with
targets over the next couple of years. In the next framework, a new method of dealing
with multi-year program budgets and targets can be developed.
3.4

Productivity Factor

3.4.1 Enbridge proposes that the productivity factor for market transformation programs,

which the Board set at 10%, should be decreased to 2%.
3.4.2 SEC believes that fundamental changes to the structure of the scorecards should be

addressed in the next framework, and should not be dealt with in this Mid-Term
Review.
3.5
3.5.1

Outcome-Based Metrics
Union describes the Board’s direction to them as follows12:
“The OEB also suggested that the Utilities work with stakeholders to
develop options for additional outcome-based metrics for consideration at
the Mid-Term Review”.

3.5.2

Union then goes on to note that most of its metrics are lifetime natural gas savings
(80%), and therefore concludes that13:
“…a more appropriate time to work with stakeholders to develop options
for additional outcome-based metrics would be during the development of
the next DSM Framework.”

12

Union January, p. 14. See also, Enbridge January, p. 12.
Union January, p. 16. See also Enbridge January, p. 13-16. In essence, Enbridge says that they decided it wasn’t
worth looking at.

13
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3.5.3

SEC believes it is correct to read that, and the similar statements by Enbridge, as
admissions that the utilities disagreed with the Board’s guidance, and so ignored it.
Indeed, to the best of SEC’s knowledge neither Union nor Enbridge made any attempt
to engage with stakeholders on additional outcome-based metrics, although it
continues to be clear that at least some stakeholders14 are strong advocates of, for
example, metered data analysis.

3.5.4

SEC is concerned with the utilities’ apparent belief that they can simply ignore what
the Board says. This is not the only example that arises in this Mid-Term Review, but
it is among the most obvious.

3.5.5

It would be perfectly legitimate for the utilities to engage with stakeholders, then
jointly report to the Board that the utilities and the stakeholders have some ideas, but
would like to deal with them more fully in the context of the next framework. It
would be equally legitimate for the utilities to say that they engaged with stakeholders,
but the result of those discussions was a shared view that there are no additional
outcome-based metrics that should be introduced.

3.5.6

It is not legitimate, in our opinion, to say that the utilities unilaterally decided that they
would not work with stakeholders on this issue as directed by the Board.

3.6
3.6.1

Scorecards
Union has proposed15 major changes to the Scorecards, including
(a) Remove the bottom 75% threshold for earning a shareholder incentive, so that

even the tiniest of performance is incented, and
(b) Weight 60% of the incentive to performance up to the target, and only 40%

above it, rather that the current method, which incents superior performance
more than performance to target.
3.6.2 As SEC has not heard anything more about those proposals, we assume that they have

been abandoned. If they have not been abandoned, SEC submits that they should be
rejected by the Board. They are simply an attempt to make it easier to earn a
shareholder incentive.
3.6.3 Another change to the scorecards is being pursued. Enbridge, in its Submissions, is

proposing to make material changes to the weightings on its scorecard16. Enbridge

14

See, for example, the Enerlife presentation at the Stakeholder Conference.
Union September, p. 18-19.
16
Enbridge Submissions, p. 10. We believe Union is also proposing scorecard weighting changes, but we have not
been able to determine the current Union proposals.
15
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proposes to increase the weighting to Market Transformation programs from 12% to
20%, while reducing the programs that it offers in that category. It also proposes
significant adjustments to the weightings within each program.
3.6.4

By way of example, the current Board-approved weighting for the Residential and
Commercial Savings by Design programs is 6%. Their metrics have a combined 50%
weighting in Market Transformation, which drives 12% of the shareholder incentive.
Enbridge now proposes to increase the weighting for those programs from 50% of the
category to 80% of the category, and increase the Market Transformation weighting
from 12% to 20%.

3.6.5 The result is that Savings by Design would drive 16% of the shareholder incentive,

rather than 6% as it is today.
3.6.6 Similarly, the Board-approved scorecard for Enbridge has 72.7% of shareholder

incentives driven by lifetime cubic meters. Under the proposed new scorecard, that
would decrease to 63.7%17.
3.6.7 SEC believes that, in the context of the next framework, it may well be appropriate for

the Board to look at what activities and results are driving the shareholder incentive.
Some parties will want to increase the emphasis on cubic meters, perhaps with
different ways of measuring them. Others will want to propose new metrics, some of
which measure actual outcomes, and some of which measure activity only. This is an
important debate, but in our view it is properly held in the context of the review of the
framework.
3.6.8 SEC therefore submits that the revised weightings proposed by the utilities should be

rejected. The shareholder incentives should, in this plan period, continue to be driven
by the same results, in the same percentages.

17

Enbridge originally proposed 56.2%, but after the Stakeholder Conference changed it to 63.7% by reducing the
weightings for Run-it-Right and CEM..

17

ENBRIDGE/UNION DSM MID-TERM REVIEW
EB-2017-0127/8
SUBMISSIONS
SCHOOL ENERGY COALITION

4 BUDGETS
4.1

Background

4.1.1

As noted in the last section, the utilities have complained that the Board increased their
targets by 10% without increasing their budgets. In this Mid-Term Review, in
addition to trying to reduce the targets, the utilities are also trying to increase their
budgets.

4.1.2

Given than Enbridge and Union are amalgamating, it is difficult to discern at this point
which of the various budget and target proposals are currently being pursued.
However, it does appear clear that both utilities are still seeking either a 10% increase
in budgets, or a 10% decrease in targets.

4.2

General Increase

4.2.1

Union18 and Enbridge19 have both asked that their budgets be increased by 10%,
essentially on the basis that their targets were increased by 10%, and to require them to
deliver more with the same amount of money (i.e. greater productivity, as the Board
noted) is unreasonable and unfair.

4.2.2

In their January submissions, the utilities appear to have abandoned their direct request
for more money, although Enbridge is seeking the Customer Incentive Fund, which is
basically the same thing (see below).

4.2.3

To the extent that the requests for general 10% budget increases remain, SEC submits
that the utilities have not provided any evidence that they need it. If they truly believe
that they should be able to collect more money from the customers to spend on DSM,
then they should file an Application, with supporting evidence, to increase their rates
to fund higher DSM spending. After proper discovery and testing, the Board can then
determine if rates should be increased for that purpose, consistent with the Board’s
mandate under the Act.

4.3
4.3.1

Customer Incentive Fund
Enbridge is seeking approval of a Customer Incentive Fund20, which is basically an
additional 10% of budget made available for incentives (not overheads) if the base
budget is insufficient.

18

Union September, p. 20
Enbridge September, p. 25.
20
Enbridge January, p. 36-38.
19
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4.3.2

SEC notes three things in this regard.

4.3.3

First, each utility already has a DSMVA, which allows them to spend additional
customer money on DSM for offerings that are successful.

4.3.4

Second, each utility is already permitted to shift budget between programs and
offerings, subject to limits, if more money is needed to achieve success in a particular
area.

4.3.5

Third, the Board already made a determination that the utilities could achieve their
higher targets with their current budgets.

4.3.6

What Enbridge is requesting is an additional 10% - $16.8 million – over and above the
DSMVA, to provide extra money not for successful achievement of targets, but to
buttress lack of success in achieving those targets. If an offering is unsuccessful,
Enbridge wants to be able to spend more money on it.

4.3.7

SEC submits that this proposal is an ill-conceived attempt to change the decision on
the Enbridge DSM plan. It should, in our submission, be rejected.

4.4
4.4.1

The Board expressly determined that it would provide Energy Leaders funding for a
limited period, and see how it went. Enbridge has now filed a report, which shows
that the money was spent, and good results were achieved.

4.4.2

Enbridge has proposed to continue the budget at the same level, and has suggested
reasonable targets for results in the remaining years. The program is clearly costeffective, and it is clearly driving leading edge technology.

4.4.3

This is a small budget adjustment, and does not appear to be opposed by any of the
parties. In SEC’s view, the Board should approve it.

4.5

21

Energy Leaders

Energy Literacy

4.5.1

Enbridge was funded for 2017 and 2018 for an Energy Literacy program. The Board
directed the utilities to work together to develop a joint Energy Literacy program,
along with IESO and others, and make a proposal for the program for 2019 and
beyond.

4.5.2

Union advises the Board21 that it has not developed such a program, and will not do so
until the Board approves a $250,000 per year budget for that program, sight unseen.

Union October, p. 19.
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4.5.3

Enbridge, on the other hand, advises22 that they cannot develop anything together with
Union or anyone else until Union gets a budget for this. Therefore, they have also not
made any joint proposal.

4.5.4

Enbridge has, however, asked for additional funds for this program, $500,000 in each
of 2018-202023. Enbridge has proposed that their scorecard include no metrics for this
program24.

4.5.5

The Energy Literacy program may well be a useful addition in the future. SEC
believes, though, that if the utilities are not willing to make a proposal to the Board,
after the Board requested that they do so, there is nothing for the Board to fund. When
the utilities do have a program to propose – one that includes joint delivery and
performance metrics – that is the time for the Board to consider whether it is an
appropriate use of customer funds.

4.6

Residential Adaptive Thermostats

4.6.1

Both programs included activities for residential adaptive thermostats, Enbridge as
part of a full program in conjunction with Toronto Hydro, and Union as a pilot. Union
is now asking for an additional $1.5 million per year to continue the program, that
budget sized specifically to be equal to Enbridge on a per customer basis25. Union
specifically notes that its program would achieve synergies through joint delivery with
Enbridge, electrics, GreenOn, etc.26

4.6.2

However, there is currently uncertainty as to whether there will be funding available
on the electric side, in either service territory, and whether the program could be
delivered more effectively as part of a combined DSM effort between the gas utilities
after they merge their DSM programs as part of amalgamation.

4.6.3

SEC submits that it is premature to provide additional funding for this program. If the
utilities believe that this should be a higher priority than other things they are doing,
they have room within their combined budgets to provide money for this. For the
Board to order additional funding, it would have to have better evidence, particularly
with respect to the continuing potential for this program to be delivered in conjunction
with electrics. The Board would also, we believe, want to understand how delivery of
the program in both the Union and Enbridge franchise territories will generate
economies of scale and therefore greater cost-effectiveness.

22

Enbridge October, p. 27.
Enbridge January, p. 36.
24
Enbridge January, Appendix C.
25
Union January, p. 5.
26
Union January, p. 4.
23
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4.6.4

In our submission, this additional evidence is better provided as part of the review of
the next framework and plans.

4.6.5

SEC also notes that the additional cubic meters Union proposes to add to the scorecard
is likely to be the subject to testing during the eventual hearing on the proposal. At
this point, the Board has insufficient information to be comfortable that the 2,665 net
lifetime cubic meters per adaptive thermostat is a realistic assumption for this
expanded program.

4.7

Changes to Budget Flexibility

4.7.1

The utilities propose that, when they move budget around to chase successful
programs, as they are allowed to do, they should also be allowed to move shareholder
incentives around as well.

4.7.2

While this sounds intuitive, it is not. When the Board approves scorecards, it is
implicitly approving a formula for determining shareholder incentives. If you allow
the utility to change the scorecards to give greater incentives for successful programs,
inevitably that will mean that shareholder incentives will increase.

4.7.3

However, it is worse than that, because not all offerings cost the same. If you allow
incentives to move with budget, that opens up the opportunity for the utilities to move
budget, not because of success, but because it is easier to achieve some results than
others. The Board’s work in balancing customer sectors and other factors can be
ignored.

4.7.4

The structure of the incentive system should not, in our submission, be designed so
that the utilities are encouraged to game it in order to improve their financial reward.
The system should always encourage only delivering results.

4.7.5

SEC submits that the scorecard weightings already adjust for the fact that some
programs are more successful than others. They have been designed with that in mind.
To allow further utility flexibility – related to their own compensation – is in our view
just asking for problems.

4.8

Administrative Costs

4.8.1

SEC continues to be concerned about the level of overhead and administrative costs in
the utilities DSM departments. There are three components to this issue.

4.8.2

Dunsky Study. The Dunsky study filed by the utilities compared the administrative
and overhead costs between them, and to other utilities offering substantial DSM
plans. Unfortunately, because the budgets of the two utilities categorize costs
21
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uniquely, both with respect to each other and with respect to other utilities delivering
DSM, Dunsky admits that benchmarking those costs is not really possible.
4.8.3

The utilities should, as part of the integration of their DSM programs during their
amalgamation phase, standardize their accounting and reporting, not just within their
combined organization, but also compared to programs in other jurisdictions. This
will facilitate future benchmarking. Below we suggest a way of doing this.

4.8.4

Inclusion of All Costs. Both utilities now admit that significant administrative costs
that are directly related to DSM are not included in their DSM budgets. Enbridge, for
example, notes “the following DSM costs are recovered through distribution rates,
outside of DSM administrative and overhead budgets:”27. Union excludes similar
items from their budgets28.

4.8.5

To put that in perspective, the Dunsky report lists approved 2016 overheads in the
current plans of $31.2 million29, which Dunsky says is probably overstated. However,
substantial DSM costs were not included.

4.8.6

For example, the total of the three categories listed by Enbridge – benefits and STIP,
internal shared services, and space/assets uplift – appear to comprise more than 30%
of Enbridge’s current OM&A, while salaries and wages account for about 40%. Thus,
if the salaries and wages component of the utilities’ DSM overheads are, say $24
million, the additional amounts customers are paying for the excluded items are
probably another $18 million30.

4.8.7

In our submission, the utilities’ DSM budgets in their current format are misleading.
The Board should direct the utilities, in their next plans, to file budgets showing all
DSM-related costs, direct and indirect, and to do so in the same format as they file
OM&A budgets in rate applications. That is, they should file their budgets by type of
expenditure (salaries and wages, audit fees, etc.), and by project/program (residential
resource acquisition, savings by design, etc.).

4.8.8

Cost-Effectiveness Testing. SEC notes that the addition to the budgets of material
costs that were previously excluded could impact the cost effectiveness of some parts
of the utilities DSM plans.

4.8.9

SEC submits that the Board should require the utilities, in their next DSM plans, in
addition to full transparency on their administrative and overhead costs, to provide an

27

Enbridge Submissions, p. 8.
Union October, p. 29.
29
Dunsky, p. 3.
30
This is a guess, of course. The utilities have not provided sufficient detail on their administrative costs for the
Board to actually estimate them with any accuracy.
28
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allocation of all costs to individual offerings, with a test of cost-effectiveness of each
offering on a fully-allocated basis. This is how all other aspects of the utilities’
business are costed. DSM should follow the same “fully allocated” protocol.
4.8.10

Even if the Board may ultimately conclude that certain offerings that would otherwise
not be cost-effective should continue, it should do so with complete information.
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5 SHAREHOLDER INCENTIVES
5.1

General
5.1.1

Many of the utility proposals are, indirectly, attempts to change how their
shareholder incentives are calculated. They have, however, been couched as
matters relating to other issues, such as evaluation and audit, or the weighting of the
scorecard. We have dealt with those proposals under those various headings,
elsewhere in these Submissions.

5.1.2

For ease of reference, SEC notes some of the proposals that are intended to make it
easier to earn shareholder incentives:
(a) Change to a fixed net to gross. This would artificially increase the results

reported by the utilities beyond what they actually delivered.
(b) Customer Incentive Fund. This would increase budget without increasing

targets, making it easier to achieve the targets.
(c)

Reduce targets by 10%.

(d) Reduce the productivity expectation for Market Transformation.

5.1.3

(e)

Change the weightings on the scorecards so that some results will drive higher
incentives (Savings by Design), while others will have less impact (lifetime
cubic meters).

(f)

Ability to shift shareholder incentive money on the scorecards at the same time
as shifting budget money. This would encourage the utilities to optimize
shareholder incentives, rather than optimize customer benefits.

SEC understands it is human nature for the utilities to want to make achieving their
incentive dollars easier. SEC submits that the Board, on the other hand, should
expect more from the utilities, not less.
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6 SPECIFIC PROGRAMS
6.1

6.2

31

Enbridge – Multi-Year Commitments and DSMPIDA
6.1.1

SEC has elsewhere proposed an adjustment to the TAM to deal with the calculation
of targets for offerings with multi-year commitments, such as Savings by Design.
Enbridge is also asking for a deferral account to track future year commitments
today, as if the money had been spent.

6.1.2

As we have noted earlier, this proposal originally came up in 2013, and then in the
2015-2020 Plan. Hindsight being 20-20, it probably would have been best if it had
been dealt with fully in EB-2013-0383, instead of being abandoned. Enbridge has
not pursued it because all of the implications of the proposed deferral account on
rates, and on the DSMVA, have not been worked out.

6.1.3

This is undoubtedly a problem that has to be resolved, but the simple deferral
account proposed in this proceeding is not the right way to solve it. This is part of a
larger question of the proper matching of DSM spending with results, which not
only affects Savings by Design, but also many of the more normal custom projects.

6.1.4

SEC therefore submits that the Board should reject this request at this time, but
encourage the utilities to engage with their stakeholders to find a workable solution
to the increasing use of multi-year commitments to drive DSM.

Union – Open Bill
6.2.1

Union notes that it has been working with Enbridge to learn about the Enbridge
Open Bill program, and now expects to launch its own Open Bill, for DSM at least,
in Q3 201831. Given the passage of time, it is not clear that the Q3 target continues
to be realistic.

6.2.2

SEC is concerned that, with the amalgamation of Union and Enbridge, the
residential billing systems are going to be combined into one system, almost
certainly based on the Enbridge system. Thus, any money spent to add Open Bill to
the legacy Union system will be wasted.

6.2.3

SEC therefore submits that, unless the investment to include Open Bill in the Union
system has already been made or committed, Union should pause that process at the
present time. Open Bill should instead be included as one of the components of the
combined Amalco CIS/billing system when it is rolled out. This will a) ensure
consistency between the service territories, b) simplify participation by contractors

Union January, p. 11.
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and other service providers, c) support province-wide branding and other
advantages that will improve end-user participation, and d) save money32.
6.2.4

Since Open Bill would otherwise be funded by the DSM budget for Union33, saving
this essentially wasted spending should free up funds for some of the other
priorities Union talks about in their various submissions.

32

Central to the proposal of the utilities to amalgamate was that amalgamation has benefits. This is a perfect
example of the truth of that statement.
33
Union January, p. 13.
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7 COLLABORATION WITH ELECTRICS
7.1

General
7.1.1

SEC does not believe it is appropriate for the Board to spend any time right now
reviewing the utilities’ work in collaborating with the electrics.

7.1.2

We are in a period of significant change when it comes to conservation spending.
While the utilities should certainly be very attuned to those changes, and how they
may affect their DSM programs in the future, significant investment in joint
activities should, in our view, be limited until the new landscape is clearer. There
is a real risk that money spent today will be wasted as the situation evolves.
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8 INTEGRATED RESOURCE PLANNING
8.1

8.2

General
8.1.1

SEC has reviewed a draft of the GEC-ED submissions on integrated resource
planning, and generally agrees with their analysis and conclusions.

8.1.2

SEC further notes that, with the potential that the cost-effectiveness of conservation
programs will come under increasing attack over the next couple of years, IRP is
even more important.

8.1.3

It is often a challenge to convince skeptics that future savings – especially those
calculated using the complicated system of engineering assumptions currently used
in Ontario – are actually real. This is particularly true when actual gas consumption
per customer around the province is not declining at all (in some years), or not
declining at a rate consistent with the many millions of dollars spent on DSM in the
last twenty years. While there are obviously arguments that support the value of
past DSM, it is also probably true that evaluation methods have improved over
time. Previous claims may have been higher than would be verified under current
approaches. All of this feeds the arguments of conservation skeptics.

8.1.4

IRP is simpler and easier to grasp. Increasing the size of a pipe to serve new
subdivisions will cost $5 million, say. If we spend $2 million on targeted DSM in
that specific area, that new pipe can be deferred well into the future, and the local
residents and businesses affected have lower bills. This is not a complicated
equation, and it doesn’t depend on what a skeptic might label “wishful thinking”.
If we actually didn’t invest in the bigger pipe this year, that money has not been
spent. Simple as that. Every year we don’t spend the capital dollars, the DSM
spending is further justified.

8.1.5

Gas distributors make their money through the ROE on capital investments, so they
are not incented to replace capital spending with DSM spending (although, see
below). They will move only very slowly in the direction of IRP unless the Board
encourages them in a forceful way to speed it up.

Amortization of DSM Investments
8.2.1

SEC agrees in principle with other parties that we know will be proposing the
amortization of DSM investments, much like capital investments in gas distribution
infrastructure. The spreading of costs with long term benefits/returns over that
same payback period has intuitive merit, and should be considered by the Board.
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8.2.2

That having been said, the mid-term review is not the appropriate time to be
making such a major change.

8.2.3

In the next framework, there may well be a place for amortization of DSM
spending, based on appropriate proposals and supporting evidence (including
expert analysis, where appropriate). At this time, it would be helpful if the Board
encouraged the utilities to review the potential for this option, and develop evidence
analyzing the issues and potential benefits it would create.

8.2.4

In the meantime, the current method of expensing DSM spending immediately
should, in our submission, be continued.
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9 OTHER MATTERS
9.1

Costs
9.1.1

The School Energy Coalition hereby requests that the Board order payment of our
reasonably incurred costs in connection with our participation in this proceeding. It
is submitted that the School Energy Coalition has participated responsibly in all
aspects of the process, in a manner designed to assist the Board as efficiently as
possible.

All of which is respectfully submitted.

Jay Shepherd
Counsel for the School Energy Coalition
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JURVVVDYLQJVFODLPRIWKHXWLOLW\IRUDOOFXVWRPSURMHFWVWRJHWWKHDXGLWHGUHVXOWV
EHIRUH17* 


7KHFHQWUDOSULQFLSOHVXUURXQGLQJFXVWRPSURMHFWYHULILFDWLRQLVWKDWWKHDFWXDOSURMHFWV
IRUWKH\HDUDUHUHYLHZHGDQGDGHWHUPLQDWLRQLVPDGHRQWKHJURVVVDYLQJVWKDWKDYH
DFWXDOO\EHHQDFKLHYHG7KHVDYLQJVDUHLQHIIHFWPHDVXUHGGLUHFWO\7KLVGRHVQRW
XVHDVVXPSWLRQV,WXVHVPHDVXUHPHQW


7KLVDIWHUWKHIDFWYHULILFDWLRQRIFXVWRPSURMHFWVDYLQJVFODLPVLVZLGHO\XVHG
WKURXJKRXW1RUWK$PHULFD1RRQHFRPSODLQVWKDWWKHUHVXOWVDUHDSSOLHG




$VZLWKDOORIWKLVWKHDFWXDOSURFHVVLVPRUHOHQJWK\DQGFRPSOH[WKDQWKLVGHVFULSWLRQEXWWKHDERYHVHWVRXW
ZKDWZHEHOLHYHWREHDFRUUHFWVXPPDU\
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UHWURDFWLYHO\EHFDXVHLQIDFWWKH\DUHQRWDVVXPSWLRQVEXWPHDVXUHPHQW

 The Addition of NTG


6RPHMXULVGLFWLRQVVXFKDV&DOLIRUQLDJRDVWHSIXUWKHU,QVWHDGRIOLPLWLQJWKHLUDIWHU
WKHIDFWYHULILFDWLRQRIUHVXOWVWRWKHJURVVVDYLQJV&DOLIRUQLDDQGRWKHUMXULVGLFWLRQV
DOVRYHULI\XVXDOO\WKURXJKVXUYH\TXHVWLRQVWKHXWLOLW\LQIOXHQFHRQWKRVHVDPSOHG
SURMHFWV7KLVDOORZVWKHPWRJHWWRDQHWVDYLQJVILJXUHWKDWLVWKHPHDVXUHGQHW
LPSDFWRIXWLOLW\FXVWRPSURMHFWV


1RWHWKDWWKLVLVQRWDERXWXSGDWLQJDVVXPSWLRQV7KLVLVDERXWPHDVXULQJZKDW
DFWXDOO\KDSSHQHGLQWKH\HDUEHLQJDXGLWHG


$VVXPSWLRQVDUHXVHGXVXDOO\LQSUHVFULSWLYHRUTXDVLSUHVFULSWLYHSURJUDPVWR
FDOFXODWHWKHLPSDFWRIWKHSURJUDPEHFDXVHWKHDFWXDOLPSDFWLVQRWEHLQJPHDVXUHG
,IWKHDYHUDJHHIILFLHQWERLOHUVDYHVFFPRYHULWVOLIHWLPHDQGZHUH
LQVWDOOHGGXHWRXWLOLW\SURJUDPVLWLVSRVVLEOHWRHVWLPDWHWKHWRWDOFFPIRUWKRVH
ERLOHUV,WLVQRWDPHDVXUHPHQWEHFDXVH\RXGRQ¶WNQRZWKHVL]HVRIDOORIWKHERLOHUV
RUZKHWKHUWKH\ZHUHUHSODFLQJRQHWKDWGLHGRUDQHZHURQHRUDQ\QXPEHURIRWKHU
IDFWRUV7RDYRLGKDYLQJWRJRRXWLQWRWKHILHOGDQGFKHFNDYHUDJHVDQGDVVXPSWLRQV
DUHXVHG7KH750FRQWDLQVPDQ\RIWKHVHDVVXPSWLRQV


&XVWRPSURMHFWVDUHQRWYHULILHGEDVHGRQJHQHULFDVVXPSWLRQV:KHQDQHQJLQHHU
JRHVLQWRDIDFWRU\WRDVVHVVWKHLPSDFWRIVD\DKLJKHUHIILFLHQF\JUDLQGU\LQJ
V\VWHPWKHHQJLQHHUORRNVDWKRZWKHXWLOLW\DQGWKHFXVWRPHUFDOFXODWHGWKHVDYLQJV
DQGWKHQDSSOLHVKLVRUKHUSURIHVVLRQDOMXGJPHQWWRDVVHVVZKHWKHUWKRVHVDYLQJVDUH
FRUUHFW7KHHQJLQHHUGHWHUPLQHVZKDWZRXOGKDYHEHHQLQVWDOOHGLQSODFHRIWKH
HIILFLHQWHTXLSPHQWXQGHUVWDQGDUGLQGXVWU\SUDFWLFHVKRZORQJWKHROGHTXLSPHQW
ZRXOGKDYHODVWHGZKDWSURGXFWLRQIRUHFDVWVDUHDSSURSULDWHWRGHWHUPLQHIXWXUH
HQHUJ\XVHHWF:KLOHDOOIRUHFDVWVDUHRIFRXUVHDVVXPSWLRQVWKH\DUHLQFXVWRP
SURMHFWVSURIHVVLRQDODVVHVVPHQWVEDVHGRQWKHDFWXDOVLWXDWLRQLQZKLFKWKHHIILFLHQF\
PHDVXUHLVEHLQJLQVWDOOHG:KHWKHUWKHVDPHHTXLSPHQWZRXOGRQDYHUDJHKDYHD
KLJKHURUORZHUOHYHORIVDYLQJVLVQRWWKHLVVXH7KHLVVXHLVZKDWDUHWKHUHDVRQDEOH
VDYLQJVLQWKLVVSHFLILFVLWXDWLRQ


7KXVIXQGDPHQWDOWRWKHYHULILFDWLRQRIFXVWRPSURMHFWVDYLQJVLQ2QWDULRKDVDOZD\V
EHHQWKHSULQFLSOHWKDWVDYLQJVDUHPHDVXUHGQRWDVVXPHG




%XWWKHXWLOLWLHVGRREMHFWZKHQPHDVXUHPHQWRIQHWUHVXOWVRIWKHVHVDPHSURMHFWVLVDSSOLHGUHWURDFWLYHO\($,&S
8$,&S

,(*',6(&DQGRWKHUUHIHUHQFHV

7KHVXJJHVWLRQWKDWWKLVLVVRLQ%6(&LVQRWFRUUHFW$OWKRXJKVRPHFXVWRPSURMHFWVLQFOXGHSUHVFULSWLYH
PHDVXUHVIRUZKLFKWKHUHDUH750DVVXPSWLRQVWKRVHDVVXPSWLRQVDUHRQO\XVHGIRUDSDUWLFXODUFXVWRPSURMHFW
ZKHUHWKHLQIRUPDWLRQRQWKHJURXQGLVFRQVLVWHQWZLWKWKHPEHLQJWUXH7KXVWKHIXQGDPHQWDOH[HUFLVHLVVWLOO
PHDVXUHPHQWQRWDVVXPSWLRQV
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8QOLNHSODFHVOLNH&DOLIRUQLD2QWDULRKDVQRW\HWDSSOLHGWKDWVDPHSULQFLSOHWR
PHDVXULQJWKHQHWVDYLQJVEXWKDVRQO\DSSOLHGLWWRJURVVVDYLQJV$V*(&KDVIRU
\HDUVEHHQSURSRVLQJXVLQJWKHPHDVXUHPHQWDSSURDFKWRGHWHUPLQHWKH17*LVD
EHWWHUPRUHUHOLDEOHPHWKRGRORJ\DQGWKHRQO\VWLFNLQJSRLQWLVFRVW

 Replacing a Measured Value with an Assumed Value


:KDWWKH(&UHFRPPHQGHGIRUDQG2(%6WDIIDFFHSWHG DIWHUWKH($&GLGQRW
UHDFKIXOODJUHHPHQW ZDVWKDWVLQFHWKHDOUHDG\FRQWUDFWHG17*6WXG\ZDVH[SHFWHG
WRORRNDWSURMHFWVDQ\ZD\DQGLVWKH\HDUEHLQJDXGLWHGLWPDNHVVHQVHWR
DSSO\WKHDFWXDOPHDVXUHGUHVXOWVIRU


7KDWLVZKDWLVQRZLQWKH17*6WXG\WKDWWKH%RDUGKDVVHHQ7KH(&PHDVXUHGWKH
QHWLPSDFWRIWKHXWLOLWLHV¶SURJUDPVLQXVLQJVWDQGDUGPHWKRGVZLWKVWDWLVWLFDO
VLJQLILFDQFH7KH($&VXSHUYLVHGWKHSURFHVVWKURXJKRXW1RWKLQJKDSSHQHGZLWKRXW
GLVFXVVLRQ


6(&VXEPLWVWKDWLIWKHHYLGHQFHVKRZVWKDWWKHXWLOLW\SURJUDPGHOLYHUHG;UHVXOWV
WKDWVKRXOGEHWKHEDVLVRQZKLFKVKDUHKROGHULQFHQWLYHVDUHFDOFXODWHG,WLVQRW
UHDVRQDEOHLQRXUVXEPLVVLRQWRDVVXPHKLJKHUUHVXOWVZKHQWKH%RDUGDOUHDG\NQRZV
WKDWWKRVHKLJKHUFODLPHGUHVXOWVDUHQRWFRUUHFW


“Moving the Goalposts”


7KHXWLOLWLHVDUJXHWKDWWKLVLVFKDQJLQJWKHUXOHVRIWKHJDPH³PRYLQJWKHJRDOSRVWV´
DV(QEULGJHFDOOVLW


:LWKUHVSHFWWKLVDUJXPHQWFRPSOHWHO\PLVVHVWKHSRLQW7KHXWLOLWLHVKDGWDUJHWVWR
UHDFK7KH\GLGQ¶WPHHWWKRVHWDUJHWVDVGHPRQVWUDWHGE\GLUHFWPHDVXUHPHQWRIWKHLU
DFKLHYHGUHVXOWV


6KRXOGWKHXWLOLWLHV¶WDUJHWVEHUHWURDFWLYHO\DGMXVWHGEHFDXVHWKH\PLVVHGWKHP"7KH
XWLOLWLHVDUJXHWKDWWKHLUWDUJHWVDVVXPHGFHUWDLQ17*UDWLRVVRLIWKHLUDFWXDOSURJUDP
LQIOXHQFHZDVORZHUWKDQWKRVHDVVXPSWLRQVWKH\VKRXOGJHWWKHEHQHILWRID
UHWURDFWLYHDGMXVWPHQW7KHSULQFLSOHSURSRVHGDSSHDUVWREHLIZHPLVVHGRXU
WDUJHWVORZHURXUWDUJHWV


$V*(&FRUUHFWO\SRLQWVRXWLQWKHLU)LQDO$UJXPHQWIRUVRPHSURJUDPVWKH17*
DVVXPSWLRQVDUHRXWVLGHRIWKHFRQWURORIWKHXWLOLW\7KDWLVQRWKRZHYHUWKHFDVHIRU






7KLVZDVQRWDXQLODWHUDOGHFLVLRQRI2(%6WDIIDVWKHXWLOLWLHVDOOHJH>,(*',6(&@,WZDVPXFKGLVFXVVHGEXW
WKHXWLOLWLHVGLGQRWDJUHHVRWKHUHZDVQRWDFRQVHQVXVDWWKH($&

($,&S
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FXVWRPSURMHFWV,WLVZLGHO\DFFHSWHGLQFOXGLQJE\WKHXWLOLWLHVWKDWWKHXWLOLWLHV
KDYHDOHYHORIFRQWURORYHUWKHIUHHULGHUVKLSWKDWDULVHVLQWKHLUFXVWRPSURJUDPV
7KH\FDQJREDFNDJDLQDQGDJDLQWRFXVWRPHUVWKDWWKH\DOUHDG\NQRZZLOOEHGRLQJ
HIILFLHQF\SURMHFWVLQHIIHFWDFWLQJDVRUGHUWDNHUV&RQYHUVHO\WKH\FDQEHSURDFWLYH
ORRNLQJIRURSSRUWXQLWLHVIRUFXVWRPHUVWREHPRUHHIILFLHQWZKHUHWKHFXVWRPHU
GRHVQ¶WVHHLWRUGRHVQ¶WKDYHWKHH[SHUWLVHRUGRHVQ¶WKDYHWKHNQRZOHGJHRIWKH
ODWHVWWHFKQLTXHV




,WLVQRWXQXVXDOWKDWZKHQFRPPHUFLDOLQGXVWULDOSURJUDPVEHFRPHPDWXUHWKHIUHH
ULGHUVKLSOHYHOJHWVYHU\KLJKDVWKH17*VWXG\LQWKLVFDVHVKRZV&XVWRPHUV
EHFRPHPRUHVHQVLWL]HGWRORRNLQJIRUVDYLQJV(IILFLHQF\LVWRSRIPLQGLQPDQ\
EXVLQHVVHV8WLOLW\LQWHUYHQWLRQHYHQLQFHQWLYHVEHFRPHVOHVVLPSRUWDQWIRUWKRVH
FXVWRPHUVEHFDXVHWKHPDUNHWLVFKDQJLQJ



7KHDQVZHUWRWKLVLVQRWWRUHGXFHWKHWDUJHWV7KHDQVZHULVIRUWKHXWLOLWLHVWR
LGHQWLI\ZKHUHWKH\FDQWUXO\LQIOXHQFHWKHGHFLVLRQVRIFXVWRPHUVDQGIRFXVRQWKRVH
DUHDV,IDXWLOLW\IDLOVWRGRVRLWZLOOKDYHKLJKHUIUHHULGHUVKLS2QWKHRWKHUKDQGLI
WKHXWLOLW\ORRNVWRPD[LPL]HLWVLPSDFWRQWKHPDUNHWIUHHULGHUVKLSZLOOQRWLQFUHDVH



7KHUHDVRQWKH%RDUGDOORZVXWLOLWLHVWRVSHQGFXVWRPHUGROODUVWRVHHNHIILFLHQF\DQG
LQFHQWVWKRVHXWLOLWLHVZKHQWKH\VXFFHHGLVWKDWWKH%RDUGZDQWVWKHXWLOLWLHVWRKDYH
DQLPSDFW2WKHUZLVHZK\VSHQGWKHPRQH\"



,QWKH$SSOLFDQWKDVVXIILFLHQWEXGJHWIURPWKHFXVWRPHUVWRGHOLYHURQLWV
WDUJHWV,WZDVXQDEOHWRGRVRFRPSOHWHO\GHVSLWHVSHQGLQJWKDWEXGJHWDQGPRUH
3DUWRIWKHUHDVRQZDVLQVXIILFLHQWIRFXVRQPD[LPL]LQJWKHXWLOLW\¶VLQIOXHQFH7KH
%RDUG¶VUHVSRQVHWRWKDWVKRXOGQRWEHWRORZHUWKHWDUJHWVRUWRSUHWHQGWKHXWLOLW\
DFKLHYHGPRUHWKDQWKH\GLG












(JE\WKHLURZQH[SHUW1DYLJDQW,(*',6(&@
,(*',6(&

$VQRWHGE\1DYLJDQW,(*',6(&S
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7+(17*678'<
Background

 ,WLVXVHIXOWRVWHSEDFNDQGORRNZKRLVLQYROYHGKHUH7KHVHQLRUSHUVRQRQWKH



'19*/WHDPWKDWGLGWKH17*ZRUNLQWKHFXUUHQWDXGLWLV0LPL*ROGEHUJ:KHWKHU
RUQRWVKHLVWKHIRUHPRVWH[SHUWLQWKHZRUOGRQWKLVNLQGRIDQDO\VLVFRXOGEHGHEDWHG
EXWWKHUHLVOLWWOHGRXEWPRVWH[SHUWVLQWKHILHOGZRXOGUDWHKHULQWKHWRSILYH

$OVRFHUWDLQO\LQFOXGHGLQWKDWWRSILYHZRXOGEH'DQ9LROHWWHIRUPHUO\RI6XPPLW
%OXHDQGQRZZLWK1DYLJDQW0U9LROHWWHSURYLGHGWKH$SSOLFDQW¶VFRPPHQWDU\RQ
17*EHVWSUDFWLFHV+HDOVRZDVWKHOHDGDXWKRURQWKH6XPPLW%OXH)UHH
5LGHUVKLS6WXG\WKDWWKH$SSOLFDQWZDQWVWKH%RDUGWRFRQWLQXHWRDSSO\




,WZRXOGDSSHDUWREHFRPPRQJURXQGDPRQJVWWKHSDUWLHVWKDWEHWZHHQ0V*ROGEHUJ
DQG0U9LROHWWHWKLV17*LVVXHLVEHLQJGHDOWZLWKE\VRPHRIWKHWRSH[SHUWVLQWKH
ILHOG



,WLVLQVWUXFWLYHLQWKLVUHJDUGWRVHHZKDW0U9LROHWWHVD\VDERXWWKH'19*/VWXG\
7KH$SSOLFDQWLPSOLHVWKDW1DYLJDQWWKLQNVWKH(&GLGDWHUULEOHMRE:KDW0U
9LROHWWHDFWXDOO\VD\VLVWKHIROORZLQJ




“[Question:] Please specify where in Navigant’s report that Navigant
states the NTG study completed by DNV did not leverage a best-practice
approach and should therefore not be considered as a reasonable proxy for
the influence of Enbridge’s programs.
[Response:]… The scope of work for the Navigant study referenced above
did not however call for it to comment on the NTG study completed by DNV.
Accordingly, the Navigant report included at Exhibit B, Tab 6, Schedule 1
does not contain such a statement on the NTG study completed by DNV.”19

$QGDOVR

“For example, DNV made judgments in the scoring algorithm, such as the
use of a 48 month cut-off. The Navigant team is not criticizing the DNV or
any specific judgments. All research requires certain judgments.”20



$OWKRXJKQRZKHUHLQ0U9LROHWWH¶VHYLGHQFHLQFOXGLQJKLVLQWHUURJDWRU\UHVSRQVHVGRHVKHSURSRVHWKDWKLVRXW
RIGDWHVWXG\VKRXOGEHXVHGLQSUHIHUHQFHWRWKHFXUUHQW'19*/PHDVXUHPHQWRIIUHHULGHUVKLS

6HH($,&S

,(*',67$))

,(*',6(&
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7KH'19*/WHDPFDUULHGRXWDVWDQGDUGVHOIUHSRUWIUHHULGHUVKLSVXUYH\RQD
VWDWLVWLFDOVDPSOHRIFXVWRPSURMHFWVIRUWKH$SSOLFDQWDQG8QLRQ*DV7KH($&
FORVHO\VXSHUYLVHGWKHGHYHORSPHQWRIWKHVXUYH\LQVWUXPHQWWKHLPSOHPHQWDWLRQRI
WKHVXUYH\DQGWKHUHSRUWLQJRIWKHUHVXOWV



6SLOORYHUZDVPRUHGLIILFXOWEHFDXVHLWUHTXLUHGDVHSDUDWHVDPSOHVXUYH\DQG
LPSOHPHQWDWLRQSURFHVV*LYHQWKHGHOD\VLQWKHSURFHVVWKH(&UHFRPPHQGHG
XVLQJDVSLOORYHUYDOXHIURPDUHFHQWVWXG\LQDQRWKHUMXULVGLFWLRQ 0DVVDFKXVHWWV WKDW
ORRNHGDWVRPHZKDWVLPLODUNLQGVRISURMHFWV7KH($&GLVFXVVHGLWDWOHQJWKDQG
FRXOGQRWDJUHHRQZKHWKHUWRFRPSOHWHWKHVSLOORYHUVWXG\EHIRUHUHOHDVLQJWKH17*
UHSRUWRUWRXVHWKHSUR[\YDOXHLQWKH17*UHSRUWDQGFRPSOHWHWKHVSLOORYHUVWXG\
ODWHU7KHXWLOLWLHVLQVLVWHGRQIXUWKHUGHOD\



,QWKHHQG2(%6WDIIKDGWRPDNHWKHFDOOWRJRDKHDGZLWKWKHSUR[\YDOXH
VSLOORYHU



7KH6SLOORYHU6WXG\KDVVLQFHEHHQFRPSOHWHGDIWHUVRPHGLIILFXOW\GXHWRWKHYHU\
VPDOOQXPEHURIFXVWRPHUVWKDWVDLGWKH\GLGQRQLQFHQWHGSURMHFWVWKDWZHUH
LQGLUHFWO\LQIOXHQFHGE\WKHLUSURJUDPSDUWLFLSDWLRQLQSULRU\HDUV7KHILQDOGUDIWLV
EHLQJGLVFXVVHGE\WKH($&DWDPHHWLQJRQ0D\QG$VZHQRWHEHORZWKHUHVXOWVRI
WKHVWXG\VKRZWKDWZLWKWKHH[FHSWLRQRI(QEULGJH0XOWL5HVLGHQWLDODOORIWKH
PHDVXUHGVSLOORYHUYDOXHVDUHPXFKORZHUWKDQWKHSUR[\YDOXHXVHGIRU
17*SXUSRVHV









Critique

 7KH$SSOLFDQWKDVRIIHUHGDQXPEHURIFULWLTXHVRIWKH17*6WXG\FDUULHGRXWE\WKH

(&



Board Requirements.7KH$SSOLFDQWTXRWHVWKH%RDUGDVVD\LQJWKDWLQWKHUROORYHU
\HDUWKHDVVXPSWLRQVWKDWZLOOEHXVHGZLOOEHWKRVHIURPSULRU\HDUV7KHLPSOLFDWLRQ
LVWKDWWKH%RDUGRUGHUHGWKDW17*QRWEHPHDVXUHGIRU




7KHUHDUHWZRUHDVRQVZK\WKH$SSOLFDQW¶VVXEPLVVLRQLVLQFRUUHFW



)LUVWDV*(&FRUUHFWO\SRLQWVRXWLQWKHLU)LQDO$UJXPHQWZKDWWKH%RDUGRUGHUHGLVD
UROORYHURIWKHUXOHVWRDVDWUDQVLWLRQ\HDU7KRVHUXOHVLQFOXGHGEHVW
DYDLODEOHLQIRUPDWLRQDSSOLHGUHWURVSHFWLYHO\LIDYDLODEOHEHIRUHWKHFRQFOXVLRQRIWKH
DXGLW







'XHWRERWKWKHWLPLQJRIWKH(%GHFLVLRQVDQGUHVXOWLQJUDWHRUGHUSURFHVVDQGWKHFKDOOHQJHVRI
WUDQVLWLRQLQJWRDQHZV\VWHP
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:KDWWKH$SSOLFDQWDSSHDUVWRZDQWLVDVHOHFWLYHUROORYHULQZKLFKUXOHV
IDYRXUDEOHWRWKH$SSOLFDQWDUHUROOHGRYHUEXWLIDQHZ)UDPHZRUNUXOHLVPRUH
IDYRXUDEOHIRUWKHQWKDWVKRXOGEHDSSOLHG7KLVLVQRWDSSURSULDWH



6HFRQGDQGSHUKDSVPRUHLPSRUWDQWWKH$SSOLFDQWVHHNVWRFDWHJRUL]H17*DVDQ
DVVXPSWLRQOLNHWKHHQJLQHHULQJHVWLPDWHVIRUHIILFLHQWHTXLSPHQW:KLOH17*FDQ
DQGRIWHQLVDQDVVXPSWLRQLWFDQDOVREHPHDVXUHGZKLFKLVZKDWKDSSHQHGKHUH
$V*(&FRUUHFWO\SRLQWVRXWLQWKHLU)LQDO$UJXPHQWFXVWRPSURJUDPVDUHSDUWLFXODUO\
VHQVLWLYHWRXWLOLW\SURJUDPGHOLYHU\DQGWKHUHIRUHDUHSDUWLFXODUO\JRRGFDQGLGDWHVIRU
GLUHFWPHDVXUHPHQWRI17*



:KDWWKH$SSOLFDQW¶VDUJXPHQWERLOVGRZQWRLVDQDVVHUWLRQ±ZKLFKDSSHDUVWREH
LQFRUUHFW±WKDWWKH%RDUGVDLGLWGLGQRWZDQWWKH RU 17*IRUFXVWRP
SURMHFWVWREHPHDVXUHGDFFXUDWHO\DQGLWZRXOGQRWFRQVLGHUDFFXUDWHPHDVXUHPHQWV
LIWKH\ZHUHSUHVHQWHG$VLGHIURPEHLQJLQFRQVLVWHQWZLWKWKH%RDUG¶VSXVKIRUPRUH
DFFXUDWHPHDVXUHPHQWVRI'60UHVXOWVLWLVQRWLQIDFWZKDWWKH%RDUGVDLG7KH
$SSOLFDQW¶VWRUWXUHGLQWHUSUHWDWLRQRIKRZWRDSSO\WKH%RDUG¶VZRUGVLVQRWWUXHWRWKH
VHQVHRIZKDWWKH%RDUGVDLGDQGVKRXOGEHGLVFRXQWHG



Selection of Auditor/EC. 7KLVLVWKHPRVWKHDGVFUDWFKLQJDOOHJDWLRQLQWKH
$SSOLFDQW¶VDUJXPHQW7KH$SSOLFDQWFRPSODLQVWKDWWKHVHOHFWLRQRI'19*/DV(&
ZDVZLWKRXWWKHLULQSXWDQGFRQVHQW7KHUHIRUHWKHLUFRQFOXVLRQVLQWKH17*VWXG\
VKRXOGEHLJQRUHG



:KDWLQIDFWKDSSHQHGLVWKDWWKH7(&XQDQLPRXVO\VHOHFWHG'19*/WRGRWKH17*
VWXG\7KH$SSOLFDQWDQG8QLRQ*DVZHUHLQFOXGHGLQWKDWFRQVHQVXV

2(%6WDIILQWKHLQWHUHVWVRIHIILFLHQF\VHOHFWHG'19*/WRFDUU\RXWWKHUHVWRIWKH
DQGDXGLWVLQFOXGLQJWKH17*FRPSRQHQW

 7KH$SSOLFDQWKDVQRWREMHFWHGWRDQ\RIWKHZRUNRI'19*/RQDQ\DVSHFWLIWKH
DXGLWRWKHUWKDQWKH17*VWXG\WKHRQO\FRPSRQHQWRIWKDWDXGLWLQZKLFKWKH
$SSOLFDQWDFWLYHO\VXSSRUWHGWKHVHOHFWLRQRI'19*/DIWHUDWKRURXJKUHYLHZRIDOO
FDQGLGDWHV DQGPXFKGLVFXVVLRQ 







,WZDVLQIDFWWKH(&WKDWSURSRVHGWKLVDSSURDFK%6(&$WWDFKPHQW$
%RWKXWLOLWLHVSRLQWWR&DOLIRUQLDRQWKHLVVXHRI17*UHWURDFWLYLW\7KHDSSURDFKWKH(&UHFRPPHQGHGDQG
FDUULHGRXWXQGHUWKH($&¶VVXSHUYLVLRQLVLQIDFWWKHVDPHDVWKHPHWKRGXVHGLQ&DOLIRUQLDIRUFXVWRPSURMHFWV
GLUHFWPHDVXUHPHQWDSSOLHGUHWURVSHFWLYHO\6HHWKHFRPPHQWVRI1DYLJDQWLQ,(*'(6(&DVZHOODVUHVSRQVHV
E\ERWK(QEULGJHLQ,(*',67$))DQG8QLRQLQ%6(&7KHLPSOLFDWLRQLQ,(*',67$))WRWKH
FRQWUDU\DSSHDUVWREHXQLQWHQWLRQDOO\PLVOHDGLQJ

,(*',6(&DQG8$,&S

$QGWKHXWLOLWLHVGLGQRWREMHFWDV8QLRQ*DVDWOHDVWDGPLWV%6(&,WLVRQO\DIWHUWKH17*UHVXOWVFDPHLQ
DQGZHUHZRUVHWKDQWKHXWLOLWLHVH[SHFWHGWKDW'19*/VXGGHQO\ZDVVXFKDSRRUFKRLFH
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7KXVWKHFRPSODLQWRIWKH$SSOLFDQWRQDXGLWRUVHOHFWLRQLVFRPSOHWHO\PLVSODFHG2Q
WKHRQHWKLQJLQZKLFKWKH\GLVDJUHHZLWKWKHDXGLWRUWKH\DFWLYHO\VXSSRUWHGWKHLU
VHOHFWLRQ7KH\KDYHQRWKLQJWRFRPSODLQDERXW



Use of Self-Report Survey7KH$SSOLFDQWREMHFWVWKDWWKHXVHRIDVHOIUHSRUWVXUYH\
LVVXEMHFWLYHDQGLQWURGXFHVELDVLQWRWKHUHVXOW



$WWKHVDPHWLPHWKH$SSOLFDQWILOHGHYLGHQFHIURPH[SHUWVWKDWVHOIUHSRUWVXUYH\V
DUHIDUDQGDZD\WKHPRVWDFFHSWHGVWDQGDUGIRUGHYHORSPHQWRI17*QXPEHUV7KH
UHVSRQVHRIWKH$SSOLFDQWDQGLWVH[SHUWVFRQILUPVWKDWWKLVZDVWKHDSSURSULDWH
DSSURDFKIRUWKH2QWDULRVWXG\

%DVHGRQWKHHYLGHQFHRIWKH$SSOLFDQW DQGDOVRRQWKHUHDOLW\LQWKHPDUNHW WKLV
REMHFWLRQLVQRWYDOLG

 6(&QRWHVWKDWOLNHWKH$SSOLFDQWZHKDYHQRORYHRIWKHVHOIUHSRUWVXUYH\ZKLFK
VHHPVWRXVWREHXQQHFHVVDULO\VXEMHFWLYH+RZHYHUDIWHU\HDUVRIREMHFWLQJWRWKLV
DSSURDFKZHKDYHUHOXFWDQWO\DFFHSWHGWKHDGYLFHRIQXPHURXVH[SHUWVLQFOXGLQJDOO
RIWKRVHLQYROYHGLQWKLVSURFHHGLQJWKDWLIZHZDQWWRPHDVXUHWKHLQIOXHQFHRIXWLOLW\
SURJUDPVRQFXVWRPHUGHFLVLRQVVHOIUHSRUWVXUYH\VDUHWKHEHVWPHWKRGFXUUHQWO\
NQRZQ:HGRQ¶WOLNHLWEXWLWDSSHDUVWREHWKHEHVWZHKDYH


Sensitivity Analysis. 7KH$SSOLFDQWDUJXHVTXLWHFRUUHFWO\WKDWDQ\VHOIUHSRUW
VXUYH\LVSDUWLFXODUO\VHQVLWLYHWRWKHVFRULQJDOJRULWKPXVHG7KHLUH[SHUWDJUHHV

 6(&DOVRDJUHHV:HIXUWKHUDJUHHWKDWLQWKHEHVWRIDOOSRVVLEOHZRUOGVWKHUHVKRXOG
EHDGHWDLOHGUHYLHZRIWKDWVFRULQJDOJRULWKPLQFOXGLQJVHQVLWLYLW\DQDO\VLV:KLOHLW
DGGVVXEVWDQWLDODPRXQWVWRWKHFRVWLWLVXVXDOO\ZRUWKLWWRJHWPRUHUHOLDEOH
LQIRUPDWLRQ2QWKHVHWKLQJVZHDJUHHZLWK*(&DVZHOO


+RZHYHUHYHU\VWXG\E\WKH%RDUGRUDXWLOLW\PXVWDOVREHVXEMHFWWRWLPHDQGEXGJHW
FRQVWUDLQWV6RPHWLPHV\RXFDQ¶WGRHYHU\WKLQJ\RXZDQW$QLPD\EHOHIWXQGRWWHG
DQGDWXQFURVVHGLQWKHLQWHUHVWVRIVDYLQJWLPHRUPRQH\

 ,QWKHSDUWLFXODUFLUFXPVWDQFHVRIWKLVFDVHDQGUHFRJQL]LQJWKDWWKH($&DQG2(%
6WDIIZHUHUHO\LQJRQDILUPWKDWKDGGRQHKXQGUHGVRIWKHVHVWXGLHVLQWKHSDVWLWZDV
DUHDVRQDEOHMXGJPHQWWRVNLSWKHVHQVLWLYLW\DQDO\VLVVWHS<RXPLJKWQRWZDQWWRGR
WKDWHYHU\WLPH\RXUHYLHZ17*EXWLQDVLWXDWLRQLQZKLFKWKHUHDUHDOUHDG\






:LWKUHVSHFWWRZKDW¶VUHDOO\KDSSHQLQJKHUHSOHDVHVHH6HFWLRQRIWKLV)LQDO$UJXPHQW
,(*',6(&DQGPDQ\RWKHUFLWHV

,(*',6(&6(&6(&,QIDFWERWKH[SHUWVDJUHH

($,&S

%S
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VLJQLILFDQWGHOD\VDQGUHODWLYHO\KLJKFRVWVWKHUHZHUHHIILFLHQF\JRDOVWKDWQHHGHGWR
EHDFKLHYHG



$VZHQRWHHOVHZKHUHWKLVFRPSODLQWUHDOO\ERLOVGRZQWRUHGXFHGFRQWURORIWKH
SURFHVVE\WKHXWLOLWLHVZKLFKZHGLVFXVVLQ6HFWLRQ



48 Month Cutoff5HODWHGWRWKHLVVXHRIVHQVLWLYLW\DQDO\VLVLVWKHGHFLVLRQRIWKH(&
WRWUHDWSURMHFWVWKDWZRXOGKDYHJRQHDKHDGZLWKRXWWKHXWLOLW\SURJUDPEXWXSWRIRXU
\HDUVODWHUGLIIHUHQWO\IURPWKRVHWKDWZRXOGKDYHJRQHDKHDGODWHU7KHTXHVWLRQV
ZHUHDURXQGZKHWKHULIWKHSURMHFWZRXOGKDYHKDSSHQHGDQ\ZD\ IUHHULGHUVKLSLQ
RWKHUZRUGV WKHSURJUDPDGYDQFHGWKHGDWHWKHSURMHFWZRXOGKDYHKDSSHQHG,ILW
DGYDQFHGWKHGDWHE\OHVVWKDQIRXU\HDUVDWWULEXWLRQZDVUHGXFHG,ILWDGYDQFHGLWE\
PRUHWKDQWKDWWKHSURMHFWJRWIXOOFUHGLW



7KHXWLOLWLHVREMHFWWKDWWKLVFULWHULRQZDVDUELWUDU\



6(&DJUHHV+RZHYHUZHQRWHWKDWWKLVFXWVERWKZD\V%\ZD\RIH[DPSOHLID
XWLOLW\SURJUDPDGYDQFHGDWZHQW\\HDUSURMHFWE\ILYH\HDUVWKHXWLOLW\JHWV
FUHGLWIRUDOOWZHQW\\HDUVHYHQWKRXJKLQUHDOLW\RQO\WKHVDYLQJVIURPWKHILUVWILYH
\HDUVDURVHEHFDXVHRIWKHXWLOLW\2QEDODQFHWKHXVHRIWKHFXWRIIIDYRXUVWKHXWLOLW\
EXWLVDWUDGHRIIJLYHQWKHLQFUHDVLQJGLIILFXOW\LQIRUHFDVWLQJIXWXUHHYHQWVWKDWPLJKW
KDYHKDSSHQHG7KDWLVZK\WKH($&DFFHSWHGWKH(&¶VSURSRVDOWRXVHDIRXU\HDU
FXWRII



Delay. 7KHGHOD\LQWKHSURFHVVPRVWRIZKLFKZDVQRWWKHUHVXOWRISUREOHPV
ZLWKWKHQHZ20 9VWUXFWXUHKDGWZRLPSDFWV






7KHHDV\RQHLVVSLOORYHU$VZHQRWHEHORZLQFOXVLRQRIPHDVXUHGVSLOORYHULQWKH
17*UHVXOWVZDVDFDVXDOW\RIWKHGHOD\LQWKHSURFHVV7KHZRUNKDVQRZ
EHHQGRQHEXWLWZDVPRUHLPSRUWDQWWRJHWWKHUHSRUWILOHGWKDQWRJHWDUHODWLYHO\
VPDOOQXPEHUULJKW


 7KHELJJHUFRQFHUQLVUHFDOOELDVQRWHGLQWKHH[SHUWUHSRUWV 7KHORQJHU\RXZDLWWR
DVNDFXVWRPHUZKDWLQIOXHQFHGWKHLUHIILFLHQF\GHFLVLRQWKHOHVVOLNHO\WKH\DUHWRJHW
WKHUHDOLQIOXHQFHVDFFXUDWH






,(*',%20$S($,&SDQGHOVHZKHUH
7KLVLVVXHLVDFWXDOO\IDUPRUHFRPSOLFDWHGWKDQWKDWVLQFHLWDOVREULQJVLQWRSOD\ZKHWKHUWKHEDVHOLQH WKH
FRXQWHUIDFWXDODJDLQVWZKLFKWKHHIILFLHQF\PHDVXUHVDUHFRPSDUHGWRFDOFXODWHVDYLQJV VKRXOGUHIOHFWWKHIDFWWKDW
WKHSURMHFWZRXOGKDYHRFFXUUHGHDUOLHUWKDQWKHHQGRIWKHPHDVXUHOLIH7KH17*ZRXOGWKHQEHKLJKHUEXWWKH
JURVVUHDOL]DWLRQUDWHZRXOGEHORZHU0DQ\($&GLVFXVVLRQVUHYROYHGDURXQGKRZEDVHOLQHPHDVXUHOLIHDQG
DWWULEXWLRQLQWHUDFW7KHGLYLGLQJOLQHLVQRWFOHDUFXWEXWWKHPHWKRGXVHGE\WKH(&LQWKLVFDVHZDVDSSURSULDWH

($,&S%6(&

($,&S%S

:HQRWHWKDWWKLVLVRQHRIVHYHUDOELDVHVLQFOXGLQJDFTXLHVFHQFHELDV>,(*',6(&@ZKLFKXVXDOO\JRHVWKH
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 7KHUHLVQRTXHVWLRQWKDWUHFDOOELDVFRXOGEHDSUREOHPLQWKHVWXG\+RZHYHULW
LVLPSRUWDQWWRXQGHUVWDQGFOHDUO\WKHFKRLFHWKH$SSOLFDQWDQG8QLRQ*DVDUH
SUHVHQWLQJWRWKH%RDUG

 2QWKHRQHKDQGWKH%RDUGFRXOGUHO\RQDVWXG\E\RQHRIWKHIRUHPRVWILUPVLQWKH
LQGXVWU\DQGRQZKLFKWKH\DUHZLOOLQJWRJLYHWKHLURSLQLRQWKDWORRNVDWWKHDFWXDO
FXVWRPSURMHFWVDQGPHDVXUHVWKHXWLOLW\LQIOXHQFH7KHGUDZEDFNLVWKDWLWZDV
SUREDEO\GRQHPRQWKVODWHUWKDQLVRSWLPDOGXHWRIDFWRUVRXWVLGHRIWKH(&¶V
FRQWURO
2QWKHRWKHUKDQGWKH%RDUGFRXOGUHO\RQDWHQ\HDUROGVWXG\E\DQRWKHUWRSILUP
ZKLFKORRNHGDWYHU\GLVVLPLODUSURMHFWVGHOLYHUHGZLWKDSURJUDPWKDWZDVQRW
GHOLYHUHGLQWKHVDPHZD\,WZDVDVWXG\WKDWXVHGDOPRVWH[DFWO\WKHVDPH
PHWKRGRORJ\DVWKHFXUUHQWVWXG\GHVSLWHLPSOLFDWLRQVIURPWKHXWLOLWLHVWRWKH
FRQWUDU\$QGE\WKHZD\LWDOVRKDGDVLPLODUSUREOHPZLWKUHFDOOELDVVLQFHWKH
JHQHVLVRIVRPHRIWKHSURMHFWVVWXGLHGZDVIRXU\HDUVHDUOLHU

 6(&VXEPLWVWKDWWKHWUDQVLWLRQDOGHOD\LQWKHSURFHVVVKRXOGQRWDIIHFWWKH%RDUG¶V
FRQFOXVLRQZKHWKHUWRDFFHSWWKHUHVXOWVIURPWKHDXGLWRU




Spillover. 7KH$SSOLFDQWFRPSODLQVWKDWWKH17*VWXG\GRHVQRWLQFOXGHPHDVXUHG
VSLOORYHU7KLVRFFXUUHGEHFDXVHWKHUHSRUWZDVDOUHDG\GHOD\HGVRWKH($&ZDV
DVNHGZKHWKHUDSUR[\QXPEHUFRXOGEHXVHG IURP0DVVDFKXVHWWV IRURQH\HDURQO\
7KHXWLOLWLHVREMHFWHGEXWXOWLPDWHO\WKDWLVZKDWWKHDXGLWRUXVHG



:HQRZKDYHWKHUHVXOWVRIWKDWVWXG\DOWKRXJKWKH\KDYHQ¶WEHHQFRQILUPHGILQDOO\
E\WKH($&7KH(QEULGJHUHVXOWVDUHDVIROORZV





RWKHUZD\DQGWUDGHDOO\ELDV^,(*',6(&@ZKLFKDOVRWHQGVWRJRWKHRWKHUZD\

8$,&SZKLFKVXJJHVWVWKDWWKHSULRUQXPEHULVIURPWKHDXGLWLVXQLQWHQWLRQDOO\PLVOHDGLQJ7KH
6XPPLW%OXHVWXG\ZDVGRQHLQ,QIDFWLWZDVVRROGWKDWZKHQDVNHGIRUWKHEDFNXSGRFXPHQWDWLRQRQWKDW
VWXG\(QEULGJHVDLGWKDWLWZDVWRRORQJDJRDQGWKHSHRSOHLQYROYHGKDGUHWLUHG>,('*,67$))@

,(*',67$))SLVPLVOHDGLQJLQWKDWUHVSHFW

,('*,6(&$WWDFKPHQWS

8$,&S%6(&DQGPDQ\RWKHUUHIHUHQFHVIURPWKHXWLOLWLHVVD\WKDWWKHUHZDVQR6(&FRQVXOWDWLRQRQ
WKHXVHRIWKHSUR[\VSLOORYHUYDOXH7KDWLVQRWFRUUHFW2(%6WDIIZLWKRXWSULRUFRQVXOWDWLRQDVNHGWKH(&WRVHH
LIWKH\FRXOGILQGDSUR[\YDOXHWKDWPLJKWEHXVHIXODQGFRXOGVKRUWHQWKHSURFHVVRIFRPSOHWLQJWKH17*VWXG\
ZKLFKWKHXWLOLWLHVZHUHLQVLVWLQJKDGWRLQFOXGHVSLOORYHU7KH(&IRXQGDQXPEHUWKDWVHHPHGWREHUHOHYDQWDQG
WKH($&GLVFXVVHGZKHWKHULWVKRXOGEHXVHG6HH,(*',6(&S

7KDWGLVFXVVLRQLVVFKHGXOHGIRUDPHHWLQJ0D\,QLWLDOUHVXOWVKDGYHU\OLPLWHGGDWD DQGVKRZHGYHU\
ORZVSLOORYHU VRE\FRQVHQVXVWKH(&ZDVLQVWUXFWHGWRJHWPRUHGDWDDQGZDVDEOHWRGRVR7KHUHYLVHGUHVXOWV
ZHUHFLUFXODWHGRQ$SULODQGWKHUHYLVHGILQDOUHSRUWZDVSURYLGHGWRWKH($&RQ$SULO
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66HFWRUHFWRU

&XVWRP,QGXVWULDO

&XVWRP
&RPPHUFLDO
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:LWKWKHIROORZLQJIRU5XQLW5LJKW
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$WWU

5XQLW5LJKW
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17*
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62

17*






7KH8QLRQUHVXOWVDUH

6HFWRU

&XVWRP,QGXVWULDO

&XVWRP&RPPHUFLDO
DQG0XOWL)DPLO\

'RPDLQ

5DWLRV
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$WWU

62

17*
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:LWKWKHIROORZLQJIRU/DUJH9ROXPH
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17*
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'RPDLQ
*UHHQKRXVH

5DWLRV
$WWU

62

DW&RQILGHQFH
17*

$WWU

62

17*

















































&RQWUROV













6WHDP7UDS













+HDW5HFRYHU\
/HDN5HSDLUDQG
+\GURQLF,QVXODWLRQ
2SHUDWLRQDO
,PSURYHPHQWV




7KHSUR[\YDOXHZDV$VDUHVXOWWKHRYHUDOOFOHDUDQFHDPRXQWVIRUERWKXWLOLWLHV
ZRXOGEHUHGXFHGLIWKHPHDVXUHGUHVXOWVIRUZHUHXVHG)RU(QEULGJHPRVW
VSLOORYHUZRXOGEHDWDQGZLWKVRPHDWDQGVRPHDW7KH
UHVXOWIRU8QLRQ*DVLVZRUVH



6(&DJUHHVWKDWLWLVDSSURSULDWHWRDGMXVWWKHDXGLWHGDPRXQWVWRXVHWKHPHDVXUHG
VSLOORYHU+RZHYHUJLYHQWKHVWDWXVRIWKLVFXUUHQWSURFHHGLQJZHEHOLHYHWKDWLW
ZRXOGEHEHWWHUWRDSSO\WKHVHUHVXOWVWRUDWKHUWKDQ



:HQRWHWKDWWKH$SSOLFDQWSURSRVHVWRXVH]HURVSLOORYHUZKLFKZRXOGEHHYHQ
ZRUVHVWLOOIRUWKHP



Secondary Attribution.)LQDOO\WKH$SSOLFDQWREMHFWVWKDWWKH17*VWXG\ZDV
VXSSRVHGWRLQFOXGH6HFRQGDU\$WWULEXWLRQDQGLWGLGQRW






6HFRQGDU\$WWULEXWLRQLVWKHLQIOXHQFHRIWKHXWLOLW\¶VSURJUDPDFWLYLWLHVLQSULRU\HDUV
RQFXVWRPHUGHFLVLRQVWKLV\HDU)RUH[DPSOHLIDXWLOLW\FRQYLQFHGDFXVWRPHUWHQ
\HDUVDJRWRLPSOHPHQWDVWHDPOHDNUHSDLUSURWRFROVHFRQGDU\DWWULEXWLRQZRXOGVD\
WKDWVWHDPOHDNUHSDLUVWKLV\HDU±DQGIRUHYHU±ZRXOGEHFUHGLWHGWRWKHXWLOLW\IRU
VKDUHKROGHULQFHQWLYHSXUSRVHV7KLVZRXOGRFFXUHYHQLILQWKH\HDUVLQZKLFKWKH
DFWXDOLQIOXHQFHWRRNSODFHWKHXWLOLW\ VSHQGLQJFXVWRPHUGROODUVRIFRXUVH KDG
DFKLHYHGWKHPD[LPXPDOORZDEOHLQFHQWLYHIRUWKH\HDU7KLV\HDUWKH\ZRXOGVWLOOJHW
PRUHIRUWKDWSDVWZRUN

 :HQRWHWKDWVHFRQGDU\DWWULEXWLRQGRHVQRWLQFOXGHLQIOXHQFHZLWKDORQJVDOHVF\FOH
VXFKDVZKHQDXWLOLW\ZRUNVZLWKDFXVWRPHUIRUDFRXSOHRI\HDUVWRJHWDSSURYDOIRUD
SURMHFWWKDWLVILQDOO\LPSOHPHQWHGWKLV\HDU6HFRQGDU\DWWULEXWLRQE\FRQWUDVWLV
ZRUNGRQHLQSDVW\HDUVWKDWDVDFROODWHUDOUHVXOWRIWKHVXFFHVVRIWKDWHDUO\ZRUN






,(*',67$))S
($,&S8$,&S

6(&QRWHVWKDWDOWKRXJK6(&RSSRVHVVHFRQGDU\DWWULEXWLRQ6(&LQLWLDOO\LGHQWLILHGWKHORQJVDOHVF\FOHLVVXHDW
WKH7(&DQGSURSRVHGWKDWLWEHLQFOXGHGLQFXUUHQW\HDUDWWULEXWLRQ 17* 6HH,(*',67$))S
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UHVXOWVLQSURMHFWVLQWKHFXUUHQW\HDUWKDWZHUHQRWGLUHFWO\LQIOXHQFHGE\WKHXWLOLW\,Q
HIIHFWWKHXWLOLWLHVLQVHHNLQJVHFRQGDU\DWWULEXWLRQZDQWWRUHFHLYHLQFHQWLYHVQRWMXVW
IRUWKHSURMHFWVWKH\LQIOXHQFHLPPHGLDWHO\EXWDOVRHYHU\WLPHWKDWFXVWRPHUGRHVD
VLPLODUSURMHFWLQWKHIXWXUH
7KH$SSOLFDQW¶VSRVLWLRQRQWKLVLVZURQJRQWZRFRXQWV

 )LUVWWKH$SSOLFDQWDUJXHVWKDWWKH7(&DJUHHGE\FRQVHQVXVWRLQFOXGH6HFRQGDU\
$WWULEXWLRQLQWKH17*VWXG\7KLVLVQRWFRUUHFW





$VLVHYLGHQWIURPWKHGRFXPHQWVILOHGWKLVLVVXHZDVKRWO\GHEDWHGDWWKH7(&DQG
QRFRQVHQVXVZDVUHDFKHG7KHDGYLFHRI'19*/ZDVWKDWLQFOXGLQJVHFRQGDU\
DWWULEXWLRQZRXOGFDXVHGHOD\DQGFXVWRPHUIDWLJXHDQGZDVQRWUHFRPPHQGHG
QRWLQJLQDPHPRWRWKH7(&


“The surveys can be designed to capture either type of NTG, but we do not
recommend attempting to capture both the current program and cumulative
program versions of attribution and spillover at once; this would result in
longer, more confusing surveys for customers.”



$IWHUPXFK7(&GLVFXVVLRQLWZDVDFFHSWHGWKDWWKH%RDUGZRXOGXOWLPDWHO\KDYHWR
GHFLGHZKHWKHULQFHQWLYHVVKRXOGEHSDLGIRUVHFRQGDU\DWWULEXWLRQDQGWKDWZRXOG
KDSSHQLQVRPHIRUPRIFRQWHVWHGSURFHHGLQJ7RDVVLVWWKH%RDUGLQWKDW
GHWHUPLQDWLRQWKHFRPSURPLVHVXUYH\GHVLJQGHFLVLRQZDVWKDWWKH17*VXUYH\ZRXOG
LQFOXGHTXHVWLRQVVXIILFLHQWWRJHWVRPHLQGLFDWLRQRIWKHPDJQLWXGHRIVHFRQGDU\
DWWULEXWLRQ WKURXJKDTXHVWLRQRUVHULHVRITXHVWLRQVLQWKHVXUYH\DWDOHVVULJRURXV
OHYHORISUHFLVLRQLQVXIILFLHQWIRU'19*/WRIRUPDSURIHVVLRQDORSLQLRQ 7KHVWXG\
ZRXOGWKHQKDYHLQIRUPDWLRQWKDWZRXOGDOORZWKH%RDUGWRGHWHUPLQHZKHWKHU
VHFRQGDU\DWWULEXWLRQVKRXOGEHFRQVLGHUHG



$WQRWLPHGLGWKH7(&RUWKH($&FRQFOXGHWKDWWKH17*UHVXOWVIRUDQ\\HDU
ZKHWKHURURWKHUZLVHVKRXOGLQFOXGHVHFRQGDU\DWWULEXWLRQ$Q\VXJJHVWLRQWR
WKDWHIIHFWE\WKHXWLOLWLHVLQWKHLUSUHILOHGHYLGHQFHRUWKHLUDUJXPHQWVLVLQFRUUHFW




6HFRQGWKH$SSOLFDQW¶VSRVLWLRQWKDWWKH\VKRXOGJHWFXUUHQWFUHGLWIRULQIOXHQFHVWKH\
JHQHUDWHGWHQ\HDUVDJRDVLGHIURPKDYLQJVXEVWDQWLDOUHFDOOELDVLVLQFRQVLVWHQWZLWK
KRZWKH%RDUGKDVDSSURYHGSURJUDPVDQGEXLOWWDUJHWVDQGLQFHQWLYHV7KH%RDUG
KDVQHYHUFRQVLGHUHGLQFHQWLYHVWKDWLQFOXGHFOLSSLQJFRXSRQVIRUZRUNGRQHLQWKH





($,&SDQGHOVHZKHUH
6HH,(*',67$))$WWDFKPHQWS

,ELGS

7KHVXJJHVWLRQE\(QEULGJHLQ,(*',6(&WKDWWKH\ZHUHVXUSULVHGE\WKHODFNRILQFOXVLRQRI6HFRQGDU\
$WWULEXWLRQLVQRWFUHGLEOH*LYHQWKHKLVWRU\DQ\RQHNQRZOHGJHDEOHLQZKDWKDGWUDQVSLUHGFRXOGQRWKDYHEHHQ
VXUSULVHG
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GLVWDQWSDVW



:KDWWKH$SSOLFDQWQRZDSSHDUVWREHVD\LQJLVWKDWLIWKH\FDQ¶WGHOLYHURQWKHLU
WDUJHWHGSURJUDPUHVXOWVWKURXJKWKHLUHIIRUWVWKLV\HDUWKH\VKRXOGEHDEOHWR
ERRWVWUDSWKHLULQFHQWLYHVWKURXJKDQQXLWLHVEDVHGRQWKHLUSDVW±SUHYLRXVO\LQFHQWHG±
DFWLYLWLHV



:HQRWHWKDWWKLVLVHYHQPRUHHJUHJLRXVDSRVLWLRQWRWDNHEHFDXVHDVWKHXWLOLWLHV
IUHHO\DGPLWWKHLUWDUJHWVGRQ¶WHYHQLQFOXGHDQ\UHVXOWVDULVLQJRXWRIVHFRQGDU\
DWWULEXWLRQ



(YHQLIDGGLQJLQVHFRQGDU\DWWULEXWLRQZHUHDQDSSURSULDWHUHVXOW ZKLFK6(&
VWURQJO\GLVSXWHV LWLVFHUWDLQO\QRWVRPHWKLQJWKDWVKRXOGEHLPSOHPHQWHGDIWHUWKH
IDFW








SEC Conclusion

 6(&DJUHHVZLWK*(&WKDWZKLOHWKH17*VWXG\IRUZDVQRWSHUIHFWLWZDVVWLOO

YHU\JRRG,WLVVXIILFLHQWWKDWWKH%RDUGVKRXOGUHO\RQLWVILQGLQJV

 7KHDXGLWRUEDVHGRQORQJVWDQGLQJDQGH[WHQVLYHH[SHULHQFHLQ17*VWXGLHVKDV
UHDFKHGDFRQFOXVLRQRQWKHDSSURSULDWHQHWDFKLHYHPHQWRIWKH$SSOLFDQWLQ
6(&VXEPLWVWKDWWKH%RDUGVKRXOGLQWKLVVLWXDWLRQDFFHSWWKHDXGLWRU¶VILQGLQJV





,QWKHFDVHRI(QEULGJHLWZRXOGLQFUHDVHWKHDPRXQWRIWKHLQFHQWLYHE\PRUHWKDQ,(*',%20$
S

%6(&
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/2662)&21752/2)7+(352&(66
The Former EM&V Process



3ULRUWRWKHFXUUHQW  )UDPHZRUNWKH(0 9SURFHVVIRUJDV'60ZDV
PDQDJHGE\WKHWZRXWLOLWLHVLQDFROODERUDWLYHSURFHVVWKDWKDGHYROYHGRYHUWLPH



,QLWLDOO\HDFKRIWKHWZRXWLOLWLHVKDGDQDXGLWFRPPLWWHHPDGHRIXSXWLOLW\
UHSUHVHQWDWLYHVSOXVWZRRUWKUHHUHSUHVHQWDWLYHVVHOHFWHGE\WKHLQWHUYHQRUVLQWHUHVWHG
LQ'602YHUWLPHWKHSUDFWLFHZDVWKDWWKHWKUHHUHSUHVHQWDWLYHVZRXOGEHRQHIURP
HQYLURQPHQWDOJURXSVRQHIURPUHVLGHQWLDOFXVWRPHUVDQGRQHIURPQRQUHVLGHQWLDO
FXVWRPHUVDOWKRXJKWKDWZDVQRWIROORZHGVODYLVKO\



7KHHDUO\DXGLWFRPPLWWHHVKDGOLPLWHGYLVLELOLW\DVWRWKHDFWLYLWLHVRIWKHDXGLWRUZKR
FOHDUO\ZRUNHGIRUWKHXWLOLW\7KHXWLOLW\VHOHFWHGWKHDXGLWRUIRUH[DPSOH7KHDXGLW
FRPPLWWHHZDVQRWLQYROYHGLQWKDWSURFHVV7KHXWLOLW\KDGPDQ\PHHWLQJVZLWKWKH
DXGLWRUQRWLQWKHSUHVHQFHRIWKHFRPPLWWHHDQGSURYLGHGLQVWUXFWLRQVDWYDULRXV
OHYHOVRIVSHFLILFLW\)RUH[DPSOHLWZDVWKHXWLOLWLHVWKDWZLWKRXWWKHNQRZOHGJHRI
DXGLWFRPPLWWHHVGHYHORSHGDOLVWRIPHDVXUHOLYHVDQGWROGWKHDXGLWRUVWRXVHWKHP



7KLVV\VWHPHYROYHG)RUH[DPSOHE\QRODWHUWKDQWKHXWLOLWLHVZHUHSURYLGLQJ
WKHLUOLYH75&VSUHDGVKHHWWRRQHRIWKHLQWHUYHQRUUHSUHVHQWDWLYHVZKRKDGH[SHUWLVH
LQWKHILHOGVRWKDWWKH\FRXOGUHYLHZWKHFRVWHIIHFWLYHQHVVFDOFXODWLRQVWKH
LQFHQWLYHVDQGWKH/5$0UHVXOWV



%\WKH)UDPHZRUNWKHLQWHUYHQRUVUHDFKHGDJUHHPHQWZLWKWKHXWLOLWLHVIRUDQ
LQFUHDVHGUROHIRUWKHDXGLWFRPPLWWHH6XEVHTXHQWO\GXULQJWKDW)UDPHZRUNWKHLGHD
RIDQLQGHSHQGHQWDXGLWRSLQLRQZDVSURSRVHGDQGDJUHHG7KHLQWHUYHQRU
UHSUHVHQWDWLYHVFRQWLQXHGWRJHWPRUHLQIRUPDWLRQDQGKDYHPRUHLQSXWLQWRWKH
SURFHVVEXWVRPHDVSHFWVDQGSDUWLFXODUO\WKH&369SURFHVVFRQWLQXHGWREHGRQH
ZLWKOLWWOHDXGLWFRPPLWWHHLQSXW



7KURXJKRXWWKHSHULRGXSXQWLOWKHXWLOLWLHVFRQWLQXHGWRGRWKHLURZQ(0 9
UHVHDUFKVHSDUDWHIURPWKHDQQXDODXGLWV:KLOHWKHUHZHUHRIWHQLQIRUPDO
FRQVXOWDWLRQVWKDWZRUN VXFKDVWKH6XPPLW%OXH)UHH5LGHUVKLS6WXG\LQ ZDV
FOHDUO\XWLOLW\SURGXFW



,QWKH)UDPHZRUNWKHSDUWLHVDJUHHGWRWHUPVRIUHIHUHQFHIRUWKHDXGLW
FRPPLWWHHVWKDWZKLOHVWLOOORRNLQJIRUFRQVHQVXVDOORZHGWKHQRQXWLOLW\UHSVWRKDYH
WKHILQDOVD\LQWKHVHOHFWLRQRIWKHDXGLWRU7KHUHZDVDOVRPRUHYLVLELOLW\LQWKH
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&369SURFHVVDOWKRXJKLWVWLOOWRRNSODFHXQGHUWKHFORVHFRQWURORIWKHXWLOLWLHVUDWKHU
WKDQWKHDXGLWFRPPLWWHHV'XULQJWKDWVDPHSHULRGWKHDXGLWFRPPLWWHHPHPEHUV
ILQDOO\JRWIXOODFFHVVWRWKHOLYHFDOFXODWLRQV



7KDW)UDPHZRUNDOVRVDZWKHIRUPDWLRQRIWKH7HFKQLFDO(YDOXDWLRQ&RPPLWWHH 7(& 
WRRYHUVHHJHQHUDO(0 9ZRUNLQFOXGLQJD7HFKQLFDO5HIHUHQFH0DQXDO 750 
7KLVZDVDMRLQWFRPPLWWHHZLWKPXOWLSOHDWWHQGHHVIURPHDFKXWLOLW\SOXVWKUHH
LQWHUYHQRUUHSUHVHQWDWLYHVDQGWZRLQGHSHQGHQWH[SHUWV



%\WKHWLPHWKH)UDPHZRUNZDVGHFLGHGWZRWKLQJVKDGKDSSHQHG



)LUVWWKHSUREOHPVZLWKWKHXWLOLW\OHG&369SURFHVVKDGHUXSWHGLQWRFRQWHVWHG
SURFHHGLQJVVRPHWKLQJWKHFROODERUDWLYHDSSURDFKZDVVXSSRVHGWRDYRLG([DPSOHV
DUH(%DQG(%ERWKRIZKLFKLQFOXGHG17*DVDPDMRULVVXH



6HFRQGWKH7(&KDGERJJHGGRZQLQWREXUHDXFUDF\DQGUHGWDSHDQGLQVXIILFLHQW
SURJUHVVZDVEHLQJPDGHRQPDMRUZRUNEXQGOHV:KLOHPXFKJRRGZRUNZDVGRQH
WRRPXFKWLPHZDVEHLQJVSHQWRQSURFHGXUDOLWHPVDQGQRWHQRXJKRQVXEVWDQFH
7KHIRFXVRQPLQXWHVDQGWHUPVRIUHIHUHQFHDQGUHSRUWVDQGFRGHVRIFRQGXFWHWF
DOWKRXJKRIFRXUVHQHFHVVDU\HQGHGXSEHLQJRXWRISURSRUWLRQWRWKHYDOXHRIWKH
LWHPVWKDWUHDOO\PDWWHUHG

The 2015 Process










7KH)UDPHZRUNVWLSXODWHGWKDWWKHHQWLUH(0 9SURFHVVZRXOGEH
PDQDJHGE\2(%6WDII7KHDXGLWFRPPLWWHHVZHUHJRQHDVZDVWKH7(&DQGLQ
WKHLUSODFHZDVDFRPELQHGDGYLVRU\ERG\WKH($&7KH($&KDGDVLPLODU
FRPSRVLWLRQWRWKH7(&EXWDGGHG2(%6WDIILQDFRRUGLQDWLQJUROH7KHPRVW
LPSRUWDQWIHDWXUHWKRXJKZDVWKHDSSRLQWPHQWRIDQ(YDOXDWLRQ&RQWUDFWRUDQH[SHUW
ILUPWKDWZRXOGFDUU\RXWDXGLWVVXSHUYLVHRWKHUH[SHUWVDQGZRUNXQGHUWKHGLUHFWLRQ
RI2(%6WDIIWRHQVXUHWKDWJDV'60(0 9ZDVGRQHSURSHUO\


6(&DQGRWKHULQWHUYHQRUVRSSRVHGWKHPRYHIURPWKHFROODERUDWLYHSURFHVVUXQE\WKH
XWLOLWLHVWRDQHZSURFHVVUXQE\2(%6WDII2XUFRQFHUQZDVWKDWDIWHUILQDOO\
DFKLHYLQJPRUHWUDQVSDUHQF\ DQGLQGHSHQGHQFH ZLWKLQWKHH[LVWLQJFROODERUDWLYH
SURFHVVWKRVHKDUGIRXJKWJDLQVPLJKWEHORVWLQDQHZSURFHVVLQHIIHFWOHDYLQJ
LQWHUYHQRUVVWDUWLQJIURPVFUDWFK:HZHUHDOVRFRQFHUQHGWKDW2(%6WDIIZRXOGEH





%6(&
6HH,(*',67$))S

8$,&S:HQRWHWKDWLQWKH8QLRQ*DVDUJXPHQWWKHVXJJHVWLRQLVPDGHWKDWRQO\WKHXWLOLWLHVDQG2(%6WDII
ZLOOFROODERUDWHZKLFKRIFRXUVHLVFRPSOHWHO\LQFRQVLVWHQWZLWKWKHPRGHOWKH%RDUGZDVDGRSWLQJ ZKLFKKDG
PDQ\SHUVSHFWLYHVDWWKHWDEOHLQWKH($& 

7KLVWHUP³FRRUGLQDWLQJ´KDVEHHQWKHIRFXVRIPXFKRIWKHFRPSODLQWVIURPWKHXWLOLWLHVDERXWFODLPHG
RYHUUHDFKLQJE\2(%6WDII
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FKDOOHQJHGWRKDYHVXIILFLHQWUHVRXUFHVWRKDQGOHWKHXWLOLWLHV¶SXVKIRURXWFRPHV
IDYRXUDEOHWRWKHLUERWWRPOLQH7KHUHZDVWKHSRWHQWLDODV6(&DQGRWKHUVVDZLWWKDW
WKHQHZSURFHVVZRXOGEHPRUHDQRQJRLQJQHJRWLDWLRQEHWZHHQ2(%6WDIIDQGWKH
XWLOLWLHVZKHUHWKHXWLOLWLHVZRXOGKDYHIDUPRUHUHVRXUFHVDQGZKHUHWKHFXVWRPHUV¶
LQSXWZRXOGEHOHVVLPSRUWDQW



&RQYHUVHO\WKHXWLOLWLHVZHUHJHQHUDOO\DFFHSWLQJRIWKHQHZSURFHVVDQGLQWKHLU
VXEPLVVLRQVRQWKH)UDPHZRUNGLGQRWH[SUHVVRSSRVLWLRQWRLW



$VZLWKPRVWWKLQJVZKDWKDSSHQVLQWKHUHDOZRUOGLVZKDWPDWWHUV$VLPSOHPHQWHG
E\2(%6WDIIWKHSURFHVVPDGHOLVWHQLQJWRHYHU\RQH¶VLQSXWWKHSULPDU\IRFXVRIWKH
DFWLYLW\1RWKLQJKDSSHQHGZLWKRXWDGLVFXVVLRQDQGFRQVHQVXVZDVDOZD\VVRXJKW
:KHQFRQVHQVXVZDVQRWDFKLHYHG2(%6WDIIPDGHWKHFDOORQKRZWRPRYH
IRUZDUGEXWLQQRFDVHGLGWKH\GRVRZLWKRXWILUVWOLVWHQLQJWRDOOSRLQWVRIYLHZRQ
WKHLVVXHV XVXDOO\DWJUHDWOHQJWKSDUWLFXODUO\LIWKHXWLOLWLHVGLGQRWDJUHH 



7KHLPSOLFDWLRQWKDW2(%6WDIIZDVRIIRQVRPHIUROLFRIWKHLURZQFRQWUROOLQJWKH
SURFHVVDQGPDNLQJDUELWUDU\GHFLVLRQVLVMXVWQRWIDFWXDOO\FRUUHFW2QVRPHLVVXHV
WKH\GLGQ¶WHQGXSDJUHHLQJZLWKWKHSHUVSHFWLYHVFRPPXQLFDWHGE\WKHXWLOLWLHV7KDW
LVQRWIDLOXUHWROLVWHQ7KDWLVIDLOXUHWRDFTXLHVFHZKLFKLVVLPSO\QRWWKHVDPH
WKLQJ



7KHSURFHVVEHQHILWHGIURPWKHVHOHFWLRQE\2(%6WDIIRI'19*/DVWKH(YDOXDWLRQ
&RQWUDFWRU7KLVKDGWZRDGYDQWDJHV)LUVW'19*/ZDVWKHFRQWUDFWRUVHOHFWHGE\
FRQVHQVXVE\WKH7(&WRGRWKH17*6WXG\VR2(%6WDIINQHZWKHILUPZDV
DFFHSWDEOHWRDOOSDUWLHV6HFRQG'19*/LVNQRZQWREHRQHRIWKHIRUHPRVW(0 9
ILUPVLQ1RUWK$PHULFDVRLWVKRXOGKDYHEHHQDUHODWLYHO\ORZULVNFKRLFH








$OWKRXJKLWLVWUXHWKDW2(%6WDIIPDGHWKHGHFLVLRQWRVHOHFW'19*/ODUJHO\LQWKH
LQWHUHVWVRIWLPLQJLWLVDOVRWUXHWKDWWKLVVHOHFWLRQZDVGLVFXVVHGDWWKH($&DQG
QRQHRIWKHPHPEHUVRIWKH($&REMHFWHGWRWKHVHOHFWLRQ:KLOHIXWXUH(&VDQG
RWKHUH[SHUWVUHWDLQHGIRUWKLVSURFHVVZLOOEHVHOHFWHGZLWKSULRUDGYLFHIURPWKH($&
WKLVFKRLFHGULYHQE\WKHH[LJHQFLHVRIWKHWUDQVLWLRQIURPRQHV\VWHPWRDQRWKHUZDV





,('*,6(&DQG%6(&DUHVLPSO\ZURQJLQWKLVUHVSHFW6HHIRUH[DPSOH,(*',6(&6(&6(&
67$))DQG%20$DPRQJRWKHUUHIHUHQFHV7KHUHVKRXOGEHQRGLVSXWHWKDWWKH($&RSHUDWHVXVLQJD
SULQFLSOHRIIXOOPHDQLQJIXOGLVFXVVLRQ

$OWKRXJKLQWKHLU-XQHPHPR(QEULGJHGLGQRWDJUHHZLWK2(%6WDIIPDNLQJVXFKDFDOO>,(*',6(&
$WWDFKPHQW@WKH\QRZDSSHDUWRDJUHHWKDW2(%6WDIIKDVWRKDYHDUHVLGXDODELOLW\WRPRYHWKHSURFHVVIRUZDUG
,(*',6(&

7KHLPSOLFDWLRQLQ,(*',6(&WKDW³WKH&KDLUGRPLQDWHV´LVQRWIDFWXDOO\FRUUHFW,QIDFWDVWKH($&
DFWXDOO\XQIROGHGLWFRXOGQ¶WEHIXUWKHUIURPWKHWUXWK

($,&S

6HH($,&S,('*,67$))DQGPDQ\RWKHUSODFHV

(QEULGJHQRZFDOOVLW³LQH[SHULHQFH´>,(*',6(&@EXWWKDWDSSHDUVWREHDHXSKHPLVPIRU³WKH\GLGQ¶WGR
ZKDWZHZDQWHGWKHPWRGR´
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WKHFRUUHFWRQHWRPDNH7KHUHDUHQROHJLWLPDWHFRPSODLQWVKHUH



,QWHUHVWLQJO\RQHIDYRXUDEOHUHVXOWRIWKHVHOHFWLRQRI(&ZDVWKDWWKH\KDYHIURPWKH
RXWVHWVHHQWKHPVHOYHVDVIXOO\LQGHSHQGHQWIURPWKHXWLOLWLHV,QWKHSDVWH[SHUWV
UHWDLQHGE\WKHXWLOLWLHVKDGWRLQWKHHQGVDWLVI\WKHXWLOLWLHVLQRUGHUWRJHWSDLG7KH\
ZHUHXQGHUFRQWUDFWWRWKHXWLOLWLHVHYHQZKHQWKH\UHJXODUO\UHSRUWHGZKDWWKH\ZHUH
GRLQJWRWKH7(&RUWRDQDXGLWFRPPLWWHH



7KDWLVQRWWKHFDVHZLWKWKH(&WRGD\7KHQHZVWUXFWXUHDSSHDUVWRKDYHIUHHGWKHP
XSWRH[HUFLVHWKHLUSURIHVVLRQDOLVPIXOO\7KH\UHSRUWWR2(%6WDIIEXWWKH\
XQGHUVWDQGWKDWWKH\KDYHPXOWLSOHVWDNHKROGHUVDQGH[SHUWVWRZKRPWKH\PXVW
DQVZHUDOPRVWOLNHD%RDUGRI'LUHFWRUV7KLVKDVJLYHQWKHPPRUHDELOLW\LWZRXOG
DSSHDUWRSURYLGHWKHYDOXHRIWKHLUH[SHUWLVH



6(&GRHVQRWVXJJHVWIRUDPLQXWHWKDWWKHFXUUHQWSURFHVVLVSHUIHFW7KHUHKDYHEHHQ
REYLRXVPLVVWHSVDQGWKHSURFHVVKDVVXIIHUHGIURPZKDWFDQFKDULWDEO\EHGHVFULEHG
DVELUWKLQJSDLQV



$JRRGH[DPSOHLVWKHSUDFWLFHIROORZHGE\2(%6WDIIRIUHYLHZLQJH[SHUWZRUN
SURGXFWRIDOOW\SHVEHIRUHLWZDVVHHQE\WKH($&LQFOXGLQJSURYLGLQJFRPPHQWVDQG
LQSXWWKDWZDVQRWVHHQE\RUHYHQNQRZQWRWKH($&PHPEHUV:KHQWKLVFDPHWR
OLJKWLWZDVQRWWKHXWLOLWLHVWKDWREMHFWHG GHVSLWHWKHLUREMHFWLRQVQRZ EXWQRQXWLOLW\
PHPEHUVRIWKH($&$VHFRQGPLVWDNHZDVWKHQPDGHZKHQ2(%6WDII±ZKLFK
FRXOGKDYHKDQGOHGWKHSUREOHPTXLFNO\DQGHDVLO\ZLWKWUDQVSDUHQF\±LQVWHDG
GRXEOHGGRZQDQGVDLGWKH\ZRXOGQRWGLVFORVHWKHLULQSXWWRWKHH[SHUWVDQGZRXOG
FRQWLQXHWRGRLW7KLVZDVDQHUURU



7KLVKDVVLQFHEHHQFKDQJHGDQG2(%6WDIIQRORQJHUPDVVDJHVWKHZRUNRIWKH
H[SHUWVEHIRUHWKH($&VHHVWKDWZRUN














6LPLODUO\DYHU\YRODWLOHDQGVRPHWLPHVRSDTXHVFKHGXOLQJSURWRFROKDVQRZEHHQ
IL[HGZLWKVFKHGXOLQJNQRZQZHOOLQDGYDQFHDQGDGMXVWHGLPPHGLDWHO\ZKHQWKLQJV
KDSSHQIDVWHURUVORZHUWKDQSODQQHG7KHSURFHVVLVLQWKDWUHVSHFWPXFKEHWWHU
WKDQWKHWUDQVLWLRQDO\HDULQ

SEC Conclusion

7KHUHDUHVWLOOLPSURYHPHQWVWKDWFRXOGEHPDGHRIFRXUVHEXWDWWKHURRWRIWKLVLVD
SURFHVVLQZKLFKWKHXWLOLWLHVDUHQRORQJHULQFRQWURORIZKDWKDSSHQV7KH\KDYHD
VHDWDWWKHWDEOHDQGWKHLUYRLFHVDUHKHDUG7KH\DUHDEOHWRSXWVXEVWDQWLDOUHVRXUFHV
LQWRWU\LQJWRLQIOXHQFHWKH(0 9SURFHVV7KH\FDQDQGGRKDYHWHQSHRSOHDWWHQG
($&PHHWLQJVHDJHUWRKHOSGLUHFWWKHUHVXOWV





6HH,(*',6(&




(1%5,'*('60&/($5$1&(6
(%
),1$/$5*80(17
6&+22/(1(5*<&2$/,7,21







7KHFRPSODLQWVE\WKHXWLOLWLHVLQERWKRIWKHLUDSSOLFDWLRQVDUHDWWKHLUURRWDERXW
ORVLQJFRQWURORIWKHSURFHVV,WLVKXPDQQDWXUH7KH\DUHILJKWLQJIRUHYHU\GROODURI
LQFHQWLYHDQGRWKHUIXQGV&RQWURORIWKHSURFHVVDOORZVWKHPWRGLUHFWWKHUHVXOWV
PRUHDFWLYHO\7KHQHZSURFHVVOHDYHVWKHPLQDVWURQJSRVLWLRQWRLQIOXHQFHWKH
UHVXOWVEXWZLWKRXWWKHLUSULRUOHYHORIFRQWURO



7KLVLVDQDSSURSULDWHUHVXOW7KHDXGLWRIWKHLUUHVXOWVDQGWKHH[SHUWZRUNVHWWLQJWKH
SDUDPHWHUVIRUWKRVHDXGLWV OLNHJHQHULF(0 9VWXGLHV VKRXOGEHLQGHSHQGHQWRI
WKRVHEHLQJDXGLWHG,QDILQDQFLDODXGLWWKHSURFHVVLVPDQDJHGE\DQLQGHSHQGHQW
DXGLWFRPPLWWHHRIWKH%RDUGRI'LUHFWRUVZKLFKSURYLGHVLQSXWWRWKHDXGLWRUV
0DQDJHPHQWKDVDPSOHRSSRUWXQLW\IRULQSXWWRWKHDXGLWRUVEXWWKHDXGLWRUV
XOWLPDWHO\PDNHWKHGHFLVLRQVEDVHGRQWKHLUH[SHUWMXGJPHQW



7KLVVLWXDWLRQLVUHDOO\QRGLIIHUHQW



6(&EHOLHYHVWKDWLIWKH%RDUGFDQFRQWLQXHWRPDLQWDLQDIXOO\FROODERUDWLYHDQG
WUDQVSDUHQWSURFHVVZKLOHDWWKHVDPHWLPHPDNLQJLWPRUHLQGHSHQGHQWDOO
VWDNHKROGHUVZLOOEHQHILW



6(&DOVREHOLHYHVWKDWWKHFRPSODLQWVIURPWKHXWLOLWLHVZKLOHXQGHUVWDQGDEOHJLYHQ
WKHFKDQJHVWKDWKDYHRFFXUUHGVKRXOGEHVHHQIRUZKDWWKH\DUHDWWHPSWVWRUHDVVHUW
WKHLUFRQWURODQGDFKLHYHDPRUHGRPLQDQWUROHLQWKHDVVHVVPHQWRIWKHLURZQUHVXOWV














