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‑‑‑ Upon commencing at 9:32 a.m.


MR. KAISER:  Please be seated.  Mr. Cass.


PRELIMINARY MATTERS:

MR. CASS:  Good morning, Mr. Chair.  I'm not sure where to start.


Mr. Chair, we have here this morning the witness panel that will be addressing EnergyLink and open bill issues, to the extent that there are such open bill issues that remain alive.


Perhaps the best place for me to start would be to update the Board on the status of the discussions that were occurring in the consultative addressing open bill issues.


I think to do that, it would be easiest if I were to divide the issues into three categories.  In the context of the consultative that I have just referred to, there have been discussions about billing services that Enbridge Gas Distribution proposes to provide to third parties.  There have been discussions about use of bill inserts, potentially, by third parties, and then the third category of issue relates to the program called EnergyLink.


With respect to the billing services, the consultative has reached a settlement of the billing services issue.  That settlement has been sent out, beyond the consultative, to the broader group of intervenors, and I think we're very close to getting everyone's position on that, but I am not sure if there is complete clarity yet.  I think there may be at least one or two parties from outside the consultative that feel they need a little bit of time to consider it and decide their position on the settlement coming out of the consultative with respect to billing services.


Also, in the context of that settlement with respect to billing services, there are some issues reserved by GEC and Pollution Probe that are scoped out of the settlement that they wish to examine ‑‑ or to pursue in the hearing.  So that is billing services.


MR. KAISER:  When do you think you will have an answer on the settlement?


MR. CASS:  I would think that that could be in by the end of the day, I would certainly hope, Mr. Chair.  But in the meantime, it is also the hope that the witness panel could get started and GEC and Pollution Probe would be able to ask their questions on this issue that is carved out, so to speak.


MR. KAISER:  Those being matters that are not subject to settlement, in any event?


MR. CASS:  They are carved out, yes, for GEC and Pollution Probe to pursue, yes.


Second, Mr. Chair, is bill inserts.  Coming out of the consultative, there is not a complete agreement of the parties to the consultative on bill inserts.  There is a partial agreement or potential for a partial agreement.  Again, at this point, there is just discussion about the final terms and the extent to which there is a partial agreement on that.  


The hope would be that by the end of the day today, the partial settlement on bill inserts would be in a position where it could be provided to the Board.  


That leaves EnergyLink, which is not resolved in any fashion, and that will go forward in any event.


MR. KAISER:  Mr. Poch.


MR. POCH:  Mr. Chairman, I was just going to add, with respect to the bill insert question, whether or not there is a settlement, ultimately, will be ‑‑ it is predictable we will be in the same position with the same carved out sub-issue, and if I can examine today on that area, as you will see, it is a combined ‑‑ it is really the same issue.  Indeed, we have a similar concern with respect to EnergyLink, which hopefully we can deal with in one piece of cross today quickly and I will be out of my friend's hair.


MR. KAISER:  Are you in the same position, Mr. Alexander?


MR. ALEXANDER:  I am in the same position.


MR. KAISER:  All right.  Do you want to start in‑chief?


MR. CASS:  Mr. Chair, before I do that, if I could raise one other matter by way of a preliminary issue.


Things have been coming together somewhat quickly in respect of this witness panel, because so much effort up until now has been put into the consultative.


In speaking with the witnesses yesterday to prepare for this evidence - and they will be telling the Board about this when their testimony starts - I came to learn that there has been a lot of feedback from the HVAC contractors on this EnergyLink program.  I think the witnesses will say this better than I will or perhaps more accurately, even, but I think the feedback takes a number of forms, including a number of letters.


So it had been my intention to raise this as a preliminary matter anyway when Mr. Shepherd was here this morning, but unfortunately he's not here.  I am somewhat in the Board's hands on this.  It was not our intention to file all of these letters, but, in speaking with the witnesses, it is pretty clear to me in answering questions on cross‑examination, there is a likelihood that they may refer to these things.  


I don't pretend to know what the questions on cross will be, but similar to what happened earlier this week, there is the potential that someone will ask questions on cross, the witnesses will say, Well, we've had a letter from an HVAC contractor that says so and so, and then we will have an issue like we did before about someone saying, I haven't seen that letter before.


So the witnesses have the letters here.  It did occur to me that since we're apparently going to have a break anyway from now until Monday, that maybe it would be best at this point just to put them on the record, to the extent that it may be relevant to something that comes up in cross‑examination.  


Again, I am in the Board's hands, because I can't predict the cross.  I don't know.  I just see the potential that the witnesses might want to refer to one or more of these letters.


MR. KAISER:  Why don't we do this?  Mr. Shepherd is not here.  I understand he is ill.  He hasn't seen these letters, I take it?


MR. CASS:  No.


MR. KAISER:  So before we make any decision to put them in the record or not put them in the record, let's make sure that he sees them.  I take it that he will be the person most concerned with them, in any event?


MR. CASS:  I think that is so, Mr. Chair, yes.


MR. KAISER:  Then if there is any debate or discussion as to whether they should go into the record, we can deal with that on Monday.  So please make arrangements to get those into his hands.  That will start the process.


MR. CASS:  Thank you, sir.


MR. KAISER:  Mr. Millar, anything else?


MR. MILLAR:  No.  I think Mr. Cass has covered everything.  Just to be entirely clear, I guess what we're doing today, then, is the direct examination for this panel, and then the discrete cross‑examinations by Mr. Poch and Mr. Alexander.  


Although I think there are some other people here who may have some EnergyLink questions, I think the agreement is that we will put that off until Monday, because Mr. Shepherd did have the bulk of that cross‑examination.


So we will hear the rest of the EnergyLink issue, aside from what Mr. Alexander or Mr. Poch intends to ask, on Monday, and then I guess whatever settlements may be filed.


MR. KAISER:  All right.  Please proceed.


MR. CASS:  Mr. Chair, of the witnesses on the panel, I believe that Mr. Green has already testified and been sworn.  The others can correct me if I am wrong, but I believe the rest need to be sworn.  So sitting closest to the Board Panel is Wendy Cain; then Mr. Green.  Beside Mr. Green is Kerry Lakatos‑Hayward, and the final witness is Mr. McGill.  


I believe that the three ‑‑ Mr. McGill has been sworn.  So other than Mr. Green and Mr. McGill, the two would need to be sworn.
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Paul Green; Previously Sworn


Wendy Cain; Sworn


Kerry Lakatos-Hayward; Sworn 


Stephen McGill; Previously Sworn

EXAMINATION-IN-CHIEF BY MR. CASS:

MR. CASS:  Perhaps I will start just by quickly introducing or reintroducing the members of the panel.


I have already referred to Wendy Cain, who is manager, sales channels for Enbridge Gas Distribution.  Mr. Paul Green, next to her, is director of market development.


Kerry Lakatos‑Hayward is director of business development and strategy, and Steve McGill is manager, strategic projects.


Could I ask the panel, first, to confirm that the company's evidence on the open bill issues and EnergyLink, including answers to interrogatories and including the evidence given at the Technical Conference, was prepared by or given by the members of the panel or under your direction and control.  


MS. LAKATOS-HAYWARD:  Yes, it was.  


MR. CASS:  And can you confirm that the accurate -- sorry, that the evidence is accurate to the best of your knowledge or belief. 


MS. LAKATOS-HAYWARD:  Yes, it is.  


MR. CASS:  Now, as has already been explained to the Board, this panel will be addressing EnergyLink and the unsettled aspects of the open-bill access issue.  


Could the panel please explain why the company believes that these proposals are in the best interests of the utility.  


MS. LAKATOS-HAYWARD:  Certainly.  EnergyLink and open bill access, they are separate issues in this hearing.  But they are both initiatives that support Enbridge Gas Distribution's natural-gas strategy to deal with what we feel is market stagnation in the marketplace.  


We have seen a decline in average use per customers.  And really what the key drivers of the stagnation are, declining average uses -- over the last five years, average uses have declined by one-and-a-half percent.  That's compared with one percent over the last decade and we don't see any change in that trend due to conservation, updated codes and standards, and volatile natural-gas prices.  


We see similar trends as well in the commercial market where average uses have declined by 0.9 percent.  In terms of market stagnation, other drivers are natural-gas prices, which have been, as I mentioned, high and volatile.  Since 2000, natural-gas prices have increased by about 10.5 percent per year for customers, and that has reduced customers' perception of value in terms of their energy dollar.  


With respect to market dynamics, they have resulted in negative pressure on our ability to increase market share and through-put.  We have seen a significant reduction in our water heater penetration in our replacement customer additions.  Prior to 2000 when we attached a replacement customer, about 70 percent of those customers attached a water heater.  


Since 2001, that rate has dropped very dramatically to about 27 percent.  By our estimates, that is about a 50 million cubic metre loss in load and a revenue of $4.5 million.  Equally disturbing is the declining overall water heater market share which has declined from 89 percent to 86 percent and with a significant increase in electric water heater market share to 10 percent.  


In terms of recent developments on water heaters that are going to, again, challenge the company, we have flammable vapour issues, increased energy factor requirements; these have increased the capital costs of natural-gas water heaters compared to other fuels.  


In addition, new venting requirements for replacement water heaters, which are anticipated to be implemented in October of this year, will further exacerbate the cost pressures for natural-gas water heaters.  One of the unintended consequences of increased costs and rental rates is an increased trend to ownership, and it's not that we have necessarily a concern in the ownership, but what we have seen -- and this is pointed out in Exhibit I, tab 26, schedule 16 -- ownership of water heaters is now at approximately 22 percent.  And we believe that this has resulted in an increased pick-up in electric water heater market share.  


This is not surprising as the first cost of a natural-gas water heater is about $800, plus the cost and hassle of an installation versus $400 for an electric water heater which is much easier to install as well.  This is obviously despite the operating cost advantages that natural gas has.  Lost market share and the resulting erosion of load leads distribution rates that are higher than otherwise would be and places additional competitive pressure on us.  


We see additional threats in fireplace installations whereby electric fireplaces have started to gain market share due to their lower first cost and ease of installation.  Recent market information corroborates these threats, and what we have seen is that customers see a decline in the value they place on natural gas for water heaters, fireplaces and barbeques.  


In terms of our overall market penetration, there also has been no increase in market penetration in these products since about 2002.  One of the key factors impacting the market is the closure of natural-gas appliance retail chains and the fragmentation of the industry.  


Customers are unclear where to go to find information on natural-gas products and who to contact.  For them, Enbridge Gas Distribution remains an important and respected source of information.  


MR. CASS:  Could the panel, then, please summarize what the EnergyLink initiative is.  


MR. GREEN:  Perhaps I could address that.  Quite simply, the EnergyLink program is a channel to market the response to customer’s needs and increases the customer's satisfaction by connecting the customers with professional natural-gas contractors and the retailers, and it's a comprehensive program that helps to easily connect the customers with EnergyLink participants through a referral system that the customers can use via the web, or through a call centre.  


It is a program that establishes an industry inclusive channel that promotes natural gas as the preferred energy choice across multiple burner-tip applications.  We believe that this program has the ability to assist our channel partners to upsell additional burner-tip applications in customer's homes or businesses and it will be accomplished through greater customer awarenesses of the benefits of natural-gas appliances provide.  And this heightened marketplace awareness will enhance all of the businesses that participate in the industry.  


The third point is that, it provides marketing initiatives that is going to help reduce, if you will, some market barriers related to penetration of natural gas and to promote natural gas as a fuel of choice.  Communications to customers that the EnergyLink program and Enbridge Gas Distribution's role as a market facilitator, will result in much needed clarity regarding roles of the various market participants.  


MR. CASS:  Does EnergyLink provide a ratepayer benefit?  


MS. LAKATOS-HAYWARD:  Yes, it does.  We filed the EnergyLink business case in Exhibit I, tab 26, schedule 10, and in that we showed the program having a positive IRR of 19 percent and a MPV of 4.1 percent.  That is in reference to an updated IR at the same exhibit number as well.  


Really, what the program does is beyond a referral system, it creates a motivated channel regarding natural gas.  This channel is incented to upsell natural gas in the home with respect to water heaters, ranges, dryers, and help customers overcome the barriers in getting natural-gas products installed.  EnergyLink also creates a strong brand around natural gas, which has been muted somewhat in the marketplace compared with the level of activity and financial resources available to the electricity sector.  


As Mr. Green mentioned, it provides a strong customer communication program, promoting the benefits of natural gas across numerous burner tips and provides focussed rebates and accessible installation options for customers.  


MR. CASS: So what is the scope and status of EnergyLink?  


MR. GREEN:  The program was successfully launched in December 2006 and the company is very pleased to be able to report that since that time we have assisted over 1,770 customers, providing 4,800 referrals.  


EnergyLink supports a wide variety of products from furnace, boilers, water heaters the installation of natural-gas appliances, the dryers, the ranges et cetera, as we have mentioned earlier.  


This year, we are working on to expand the EnergyLink program to include other natural-gas products, and we'll be working with the retail sector to provide information via call centre, web; to again facilitator educate; inform and guide consumers on the benefits of the natural-gas appliances, helping, if you will, to create a pull market in the marketplace.  We will also be providing a retail locator, service to help customers find retailers who carry the natural-gas products that they're looking for.  


MR. CASS:  What was the company's approach in its development of EnergyLink?  


MS. CAIN:  The EnergyLink program has to meet the needs of the end-use customer.  It has to be open and industry inclusive.   Not exclusive.  It has to be free to all of the participants and with no fee to the customers utilizing the referral program.  


The HVAC contractors, we needed to ensure that they were responsible for their own portfolios.  This is their businesses, so things like the territory coverage, the product categories and the marketing messages, they determine and they can change as their business changes.


An example of a marketing message ‑‑ and this is actually live off the EnergyLink screen.  I will just very quickly give the Board an indication of the kinds of messages the industry have given to us:

"Palmer Bros. are an authorized Lennox and Tempstar dealer servicing the Markham and surrounding for over 16 years.  We offer complete installation of HVAC equipment and 24-hour emergency heating services."


They have added their daytime phone number and their evening phone number.  Very quickly, another one:

"Easterbrook Brothers in Etobicoke, a family-run business.  It's been serving the GTA for the past 61 years hours; hours of operation 7:30 to 4:30 Monday to Friday; would provide service within 24 hours.  Our showroom features Carrier and Aprilaire Products."


Again, daytime phone number, evening phone number for the customer to view.


 Another feature is that it had to be easy and quick for all of the customers and their participants to use.  The choice of contractor is determined by the customer, not by EGD.  When that connection is made, it is up to the participant to do what they do best, which obviously is their business, sell their product, the brand service proposition to the customer.  


Enbridge does not get involved with that, at all, and we do not pick the product or the price.  The referrals have to be fair and equitable, evenly distributed right across our entire franchise area.  The participants must agree to respond to the customer referral within one business day.


There is criteria for all of the participants to become EnergyLink members, and we have outlined that in evidence, I, tab 26, 4, on pages 3 and 4 of 11.  There are 16 program criteria to become a member, including documented customer dispute resolution, appropriate insurances and licences.  They must be obviously of sound financial health and to have demonstrated participation in the natural-gas load growth and DSM programs.


MR. CASS:  Now, I mentioned to the Board earlier this morning that you had been having communications with HVAC contractors about EnergyLink.  Can you just summarize the status of those communications?


MS. CAIN:  Certainly.  It was previously mentioned that we have had an absolutely tremendous response to the program.  We are currently sitting at over 200 contractors already that are live within the first phase.  There are a further 60-plus that we are processing as we speak.


Our channel consultants work on a daily basis with the HVAC industry and have very strong business relationships with them, and they're feeding back the overall excitement in the field from their perspective, and the contractors, some of whom have written letters, which Mr. Cass mentioned earlier, outlining their thoughts and their findings to date.


If I may just briefly read just a piece of one of those letters which came in this week:

"Good morning, Wendy.  We have been an EnergyLink program participant since January the 5th.  We have since received 33 e‑mail leads which have resulted in six sales, and in addition we have made four sales from direct contact from customers who obtained our name from the Enbridge site.  We recognize that these ten sales would not have happened had we not been EnergyLink program participants.  This is a very exciting program for not only members, but for the consumers, who constantly inform us how pleased and amazed they are at the immediate response they receive."


This came in from Impact Heating and Air Conditioning.


I have personally had discussions with some of the HVAC participants to gauge for myself the response, and it truly is a very exciting program.  There is definitely a real positive buzz in the marketplace, certainly within this group.


MR. WARREN:  Chairman, I don't hold a brief for Mr. Shepherd on this, but I have some concerns about this evidence going in without Mr. Shepherd being here to object to it.  I have no idea what Mr. Shepherd would say about these letters going in, whether he ‑‑ as we have indicated, that he hasn't seen them.  There was the exchange with Mr. Cass this morning. 


As I say, I have no brief on this, but I do have some concerns about this going in without Mr. Shepherd being aware of it or having an opportunity to object to it.


If it is possible, perhaps Mr. Cass could do this on Monday when Mr. Shepherd is back.  He may say there is no problem, but I think we should hear from him on that point.


MR. KAISER:  I guess Mr. Warren is right, Mr. Cass.  There has been no notification to anyone that these letters were going to be read in today.


MR. CASS:  No, that's correct.  Sorry, Mr. Chair.


MR. KAISER:  I think Mr. Warren is right.  I don't think we want to sandbag Mr. Shepherd in his absence.  So can we defer any further discussion of these letters by the witnesses until Monday?


MR. CASS:  Yes, certainly, Mr. Chair.  I was going to move on to a subject of communication with the Board, and that will bring us to some letters that Mr. Shepherd is aware of.  That was going to be my next subject.


MR. KAISER:  So there is nothing more in this that there has been no pre-notification of?


MR. CASS:  Sorry, Mr. Chair, I didn't know until first thing this morning that Mr. Shepherd would not be here, so I didn't --

     MR. KAISER:  No, I appreciate that, but in terms of what you are going to present further in direct, I take it there is nothing more -- most of this evidence, I take it, has been prefiled; is that right?


MR. CASS:  Yes.  Much of what the witnesses have been saying are summarizing what is in the prefiled evidence, yes.


MR. KAISER:  So is there anything we are going to hear today that has not been prefiled?


MR. CASS:  Well, again, Mr. Chair, I was about to ask the witnesses about communications with the Board.


MR. KAISER:  Communications with this Board?


MR. CASS:  With this Board, Mr. Chair, yes.  Just by way of background, there were, I think, two letters written to the Board.  I don't have them in front of me.  They were provided by the HVAC Coalition in response to an interrogatory from Enbridge Gas Distribution.  


I am just trying to remember which particular party wrote the letters.  I think it was not HVAC Coalition, but HRAC.


In any event, in response to the interrogatory, HVAC Coalition provided the letters that had been written to the Board, but not the Enbridge Gas Distribution letter or the Board's response.  And my next question was going to be to ask the witnesses about those letters and, in fact, to ask them to file those letters, that being the Enbridge Gas Distribution response to what had been sent to the Board and the Board's own response back to the sender of the letters.


MR. KAISER:  Mr. Shepherd will not have seen those, or will he have?


MR. CASS:  He will have seen them.  What his position is on them I don't know, because they weren't produced in answer to the interrogatory that Enbridge Gas Distribution asked.  The only ones that were produced were the two that were sent into the Board by, I think it was, HRAC.


MR. KAISER:  Let's defer this to Monday, as well.  He may have an objection.  I don't know whether he does or doesn't, but since he is not aware that you were going to put these in and since it may be of interest to him, let's defer it to Monday.


MR. CASS:  Okay.  I just had a couple of other quick questions about EnergyLink, Mr. Chair, and then a couple of questions for the witnesses just to advise the Board of where we are on the bill inserts issue.


With respect to EnergyLink, can one of the witnesses please explain whether there are other referral services available to customers?


MR. GREEN:  The EnergyLink program is all about customer choice.  Certainly it provides one more option to customers, if you will, including the Yellow Pages.  There are other organizations that have referral or locator systems, if you will, but to name a few, HRAC, Home Depot, Canada 411, the Hearth, Patio and Barbeque Association, to name a couple.


MR. CASS:  Okay, thank you.  What does EnergyLink add to these other services and why is it needed?


MS. LAKATOS‑HAYWARD:  As we mentioned, EnergyLink is all about customer choice, and EnergyLink is another service available.  We believe that it has some features that customers will find very exciting and that our channels will want to use them, as well.


EnergyLink participants are prescreened.  EnergyLink provides a focus and commitment towards natural-gas products.  Service is free and convenient to use for customers, and customers are also provided a commitment that they will be contacted within a business day and provided a free quote.  


We also note that customers who do not wish to be contacted can select three contractors on their own volition and call them directly without ever being called by the contractor.  


Customers have told us that this is a survey -- service they would use.  We had filed in Exhibit I, tab 26, schedule 17, some market research and in question 17, we note:  Approximately 40 percent of the customers surveyed told us they would seriously consider using the service for their next natural-gas product purchase or service.  And 75 percent of customers indicate they place a high level of trust on us to provide us with credible information about contractors and retailers.  And they want to use the service not because they confuse us with any other player, but because they want to call the utility and expect us to provide that credible information.  


MR. CASS:  All right.  Can the panel please update the Board on the status of the other issues about open bill.  


MS. LAKATOS-HAYWARD:  Certainly.  As Mr. Cass explained, we do, from the consultative, have a complete settlement on the third-party access component of issue 7.5.  And that is, I believe, being circulated with all parties involved in the settlement process.  


A partial settlement is still being developed and we hope to be able to file one with the Board by the end of the day with respect to the bill insert component of issue 7.5.  


And I think, as Mr. Poch indicated, there are some limited questions from GEC and Pollution Probe on third-party access with respect to the applicability of financing on certain gas products.  


MR. CASS:  All right.  Perhaps just for the record, could you summarize what the bill insert matter is that you have referred to that is not the subject of the full settlement from the consultative.  


MS. LAKATOS-HAYWARD:  We had filed fairly extensive evidence from D1, tab 11, schedule 1 through to I believe now schedule 30 which outlines the company's evidence with respect to third-party access.  


Part of the company's proposal is a service making available to third parties up to seven bill inserts, third-party bill inserts in the Enbridge Gas Distribution bill.  And we believe that this, again, this is part of the company's natural-gas growth strategy.  It helps to maintain and increase growth in natural gas by providing education and awareness of natural-gas products; it helps educate customers on DSM opportunities and provides additional ratepayer benefit over time through lower cost of service and earnings sharing.  


MR. CASS:  Thank you, Mr. Chair, that is the examination-in-chief of the panel.  


MR. KAISER:  Thank you, Mr. Cass.  Mr. Poch.  


MR. POCH:  I am going to play clean-up, Mr. Chair.  


MR. KAISER:  All right.  Mr. Alexander.  


CROSS-EXAMINATION BY MR. ALEXANDER:


MR. ALEXANDER:  Thank you, Mr. Chair.  Good morning.  My name is Basil Alexander and I will be asking you some very quick questions this morning on behalf of Pollution Probe.  


The only document that I will be referring to is the cross-examination reference book of Pollution Probe that Mr. Klippenstein filed earlier this week as Exhibit K6.3, and I am just going to take you to a couple of numbers to it as part of my cross-examination.  


There are additional copies available in the room, if they are required.  


MR. KAISER:  What page, Mr. Alexander?  


MR. ALEXANDER:  The first one I am going to take you to, members of the panel, is page 6 of the exhibit, tab 2, for the members of the Board.  I'm sorry, page 3 of the -- page 3 of the exhibit, tab 1.  


This is a copy of the response to Board interrogatory number 25, Exhibit I, tab 1, schedule 25, page 3.  


Panel members, do you have that?  


MR. KAISER:  Yes.  


MR. ALEXANDER:  Just looking at line 13 under residential market, it says EnergyLink.  Just taking that down to column 5, it would appear that the 2007 budget for EnergyLink is approximately 1.36 million.  Would that be correct?  


MS. LAKATOS-HAYWARD:  I believe that is correct, and 1.036 million, and that's not including the overheads.  


MR. ALEXANDER:  Now, will this program provide on-bill financing for natural-gas appliances?  


MS. LAKATOS-HAYWARD:  The derivation of the forecast did not explicitly include the on-bill financing component of it.  


MR. ALEXANDER:  So will it -- even though it did not explicitly include it, will it include on-bill financing?  


MS. LAKATOS-HAYWARD:  Yes, subject to Board approval.  We believe that this is an important sales tool for our customers.  


MR. ALEXANDER:  I presume you would agree with me one of the major barriers to fuel switching to natural gas is the high upfront capital cost of purchasing and selling natural-gas appliances?  


MS. LAKATOS-HAYWARD:  Yes, we agree with that.  


MR. ALEXANDER:  If I could take you to tab 2, page 6 of the exhibit.  This is a copy of a report prepared by SeeLine for Enbridge Gas Distribution dated February 2006.  This is, again, page 6, Exhibit K6.3.  


If I look at the middle of the page with the paragraph, it starts "It should be noted.”  It would appear that in order to overcome the barrier that we just talked about, the SeeLine group assumed incentive payments totalling approximately $306 million would need to be done in order to encourage customers to switch to natural gas.  Correct?  


MR. GREEN:  Mr. Alexander, referring to your -- if I have captured your comments, you are referring to the paragraph "It should be noted"?  


MR. ALEXANDER:  Correct.  There is a number of -- sorry --


MR. GREEN:  This is somewhat handcuffed because we were talking about this with our fuel-switching panel back on Tuesday, so one of our expert witnesses are not with us.  This was a scenario that was provided by SeeLine and my understanding of this $305 million was assuming, in this scenario, incentive support of I believe it is 50 percent of cost of installations, if you will.  So it is one scenario. 


MR. ALEXANDER:  But in this scenario, it would be approximately $306 million?  


MR. GREEN:  That is what is reported in this scenario report.  


MR. ALEXANDER:  Would you agree with me that another option to overcome the upfront capital cost barrier of fuel switching to natural gas would be for EnergyLink to provide on-bill financing for natural-gas appliances at the lowest possible interest rates?  


MR. GREEN:  You are putting a couple of elements in that scenario, if you will, about overcoming first-time barrier costs for consumers to switch from an alternate fuel to natural gas.  


I think I would want to qualify that not all of the products, if you will, have that large an element of differentiation from a purchase price of the product alone.  I know that Ms. Lakatos-Hayward talked about the initial cost of an electric water heater versus that of a natural-gas water heater.  When we talk about ranges and dryers, we find that the point of differentiation is in the installation costs, not necessarily in the product cost.  


If I can come back to your component about financing, if you will.  Well, I think we are talking about another added benefit or component to consumers, as far as having whatever means they have at their disposal to help them to attach to a more cost‑effective fuel.


So whether we deem it quote/unquote on‑bill financing, or whether there is another financing vehicle being provided by another finance supplier, or whatever means that consumers have at their hands, that is the way I would respond to it. 


Anything that we can do or the industry can do to support the effective attachment is positive for the consumer.


MR. CASS:  Mr. Chair, I'm sorry to interrupt, but there is perhaps a legal aspect to the question and I am not sure that Mr. Alexander intended it.


In the context of asking about on‑bill financing, he built EnergyLink into his question.  EnergyLink is a utility program.  As the Board I think would be aware, the utility has given undertakings to the Lieutenant Government In Council as to what business activities it can engage in.  


I think there would be a real question under those undertakings about whether the utility itself could engage in on‑bill financing.  Of course, the Board can grant exemptions from the undertakings, but in the context of a utility program, I think there is an issue there that perhaps wasn't taken account of in Mr. Alexander's question.


MS. LAKATOS‑HAYWARD:  Perhaps I could also -- while Mr. Green was speaking, I was thinking through, as well, and I will be in the Board's hands, because I am not sure whether you have seen the settlement proposal with respect to third-party access.


While I agree that whatever we can do to help make that first cost of natural gas -- or lower that for customers, that is something that we all want to do, and financing on the bill is one key aspect of that.


In the settlement document ‑ and I think this is a key point to make ‑ there is no limitation to contractors on the EnergyLink program.  What we're saying is that any third party can access the Enbridge Gas Distribution bill with respect to rental and finance of these kinds of products.


MR. KAISER:  Does that help you, Mr. Alexander?


MR. ALEXANDER:  It does, and I think what I will do is I will try and break down the question a little bit more.


You would agree with me that on‑bill financing is another option to help overcome the upfront costs associated with switching to natural gas?


MS. LAKATOS‑HAYWARD:  Yes, we do.


MR. ALEXANDER:  And you would agree with me that it would be in the interests of consumers if that occurred at the lowest possible interest rates?


MS. LAKATOS‑HAYWARD:  Yes, we would.  And just going from memory, in the market research that we filed at Exhibit I, tab 26, schedule 17 - that was the market research I had indicated earlier - that did show that a sizeable amount ‑‑ a number of our customers would favour on‑bill financing options.


MR. ALEXANDER:  Pollution Probe will likely argue that the Board should make the approval of the budget for EnergyLink conditional on Enbridge issuing a request for proposal to financial institutions for low interest rate financing for EnergyLink customers.


Would Enbridge object to that proposal?


[Witness panel confers.]


MS. LAKATOS‑HAYWARD:  As I'm sure you can appreciate, we are talking about programs under the ‑‑ in the Board.  You know, we don't have a lot of time to respond to something like that.  So, conceptually, we would support efforts to try and bring lower interest rates forward to customers for things like energy efficiency products, and I believe in the Technical Conference we said as much.  


What I was a little bit puzzled or concerned, by the way you put the question, was the approval of EnergyLink conditional on that aspect.  We believe these are two very separate points.  EnergyLink is about connecting customers with our business partners, providing customer satisfaction, and this is really another tool.


MR. KAISER:  Mr. Alexander's question is:  Do you object or find something wrong with his suggestion, with the program that he is suggesting?  Is that a good mechanism, in your view, to reduce the cost of borrowing ‑‑ the cost of financing?


MS. LAKATOS‑HAYWARD:  As we indicated, the open bill access proposal is now available to all third parties, and including financing companies, and we could certainly ‑‑ we certainly would like to work with them to bring low interest cost financing to customers.


But, again, I don't believe that the approval of EnergyLink should be tied to that.


MR. ALEXANDER:  So it sounds like you don't have an objection to the concept of the request for proposal?


MS. LAKATOS‑HAYWARD:  In principle we are okay, but certainly we would like to explore that in more detail.


MR. GREEN:  If I could just add to that.  I think the issue is wanting to make sure that there is the element of flexibility in making sure that we take cost‑effective programs to consumers.


To your point, Mr. Chair, we certainly want to encourage every cost‑effective measure possible to consumers to allow that connection, if you will, to happen.


MR. KAISER:  But this question is a pretty straightforward one.  It is a simple proposition, a mechanism that counsel is suggesting to reduce the cost of financing.


You agree that financing costs should be as low as possible in order to make the program successful.  The question is how you get the financing cost as low as possible.  He suggested one mechanism that his client seems to think will achieve that.  He's asking:  Do you agree or not agree, or is there a better way to do it?


MR. McGILL:  I think we agree in principle, subject to working through the details of how something like that would work.


MR. ALEXANDER:  Would you also agree with me that Enbridge Gas Distribution ‑‑ you have already talked about the undertakings, but Enbridge's affiliates would be in a conflict to provide such low interest-rate financing for EnergyLink customers?


MS. LAKATOS‑HAYWARD:  No, we don't believe that they would be in a conflict to provide that.  They will be another financing entity in the marketplace and they will need to be competitive with everyone else.


MR. ALEXANDER:  You would agree with me, though, at the very least, that there is a perception of a conflict of interest, given that an Enbridge entity might be providing financing to these customers as part ‑‑ and there might be even a conscious or unconscious bias or influence on the part of the process as a result, if an Enbridge affiliate is involved?


MS. LAKATOS‑HAYWARD:  We believe that the proposed settlement around third party access very adequately deals with that aspect of affiliate participation.  Just to summarize on that point with respect to the bill, the affiliate, which we understand is going under the name Enbridge Financial Services, will not be allowed to use the Enbridge logo and they will not be allowed to use the Enbridge name.  They will be EFS Inc. on the bill.


We do note that the full ‑‑ or we would ask the Board to look at the full language on that, and we don't believe that that should be a precedent going forward, but certainly we want to make sure that if there is any perception, which we don't agree to -- but certainly we want to overcome that.  

MR. ALEXANDER:  The final thing on this point is the concern I have about the conscious and unconscious influence because of the fact that they are all affiliates of the same entity, and that is a very large concern.  I believe you could see our position and our concern from that.  How would you respond to that?  


MS. LAKATOS-HAYWARD:  Could you please repeat the question?  


MR. ALEXANDER:  In the design of the RFP or the selection process for a financial institution, it would be possible for the design to be influenced in such a way that an affiliate would be favoured in terms of the ultimate outcome.  


MS. LAKATOS-HAYWARD:  I don't agree with that characterization.  


MR. ALEXANDER:  Thank you, members of the panel.  Those are my questions and I would ask, with the Board's indulgence, to be excused. 


MR. KAISER:  Thank you, Mr. Alexander.  Mr. Poch.  


CROSS-EXAMINATION BY MR. POCH:


MR. POCH:  Thank you, Mr. Chairman.  Panel, let me start with EnergyLink and I should say off the top that we're supportive of the initiative.  But we have a concern about scope.  


Mr. Chairman, this applies I think equally to the three topics, EnergyLink, on-bill financing and access to the bill envelope or bill stuffer question.  As you will eventually see in the settlement, what the situation is -- we have asked, and the other parties seem to be agreeing, we will simply carve out the sub question in whatever form these matters proceed, whatever else the settlement agrees to.  The narrow question that remains outstanding is whether the Board imposed some condition restricting these services to efficient products or limiting the availability of these services in the case of inefficient products, perhaps more accurately.  It is that, and I want to touch on that in each case here.  


First of all, panel, in the context of EnergyLink, I take it one of the key markets for you to both retain and expand gas use is when customers are facing a replacement decision for a large gas-using appliance?  For example, this may be a rush situation, a hot water is out or the furnace has failed, it is winter, what have you, stove is broken.  That's an opportunity that you want to be able to respond to effectively and hence one of the motivations for your referral service.  


MS. CAIN:  That is one of the areas where we do see opportunity.  We also see a huge opportunity in the new marketplace, too.  


MR. POCH:  So I take it the plan, in short EnergyLink is a, you know, one-stop referral service, but you are also proposing that it provide some assurance to customers that the contractors that you refer to are sound, and I think you have indicated that they're in a position that they can deliver DSM program opportunities to the extent they may be applicable.  Is that right?  


MS. LAKATOS-HAYWARD:  That is correct.  We do prescreen them according to what I would term typical industry standards, and we do look to work with business partners who have supported added load and DSM activities, as well.  


MR. POCH:  I am going to ask you -- first of all let me say, is water heating a key concern here?  You have mentioned that in your opening comments and I wonder if that is just an example.  Or if indeed it is one of the principal markets you are concerned about, in terms of both retaining and gaining load.  


MR. GREEN:  I think, Mr. Poch, that Ms. Lakatos-Hayward touched on the element that, -- of a concern of water heating.  


When we talk about, if you will, our attempts to arrest a declining average use and where we have, as again my colleague alluded to, a decline in some market share issues, water heating is but one segment.  


MR. POCH:  Okay.  You would agree with me, water heating is, it is both an attractive load for the gas sector because it is a base load, and steady use, and it is a particularly important one for society to keep off electric because it tends to be also on at time of system peak; correct?


MR. GREEN:  I would agree with that statement.  


MR. POCH:  Okay.  I am going to ask you to turn up two exhibits simultaneously, I think they can both be found, in fact, in Mr. Alexander's compilation of pieces that Exhibit  K6.3 on the cover.  


They are Board Staff I, tab 1, schedule 25, page 3, which appears at page 3 of that, 6.3.  And put a finger on that and a finger on page 13 of that exhibit which is Exhibit I, tab 15, schedule 3, page 3.   


MR. GREEN:  Sorry, Mr. Poch, could you restate the last one.  


MR. POCH:  Page 3 and 13 of K6.3, the first one being the Board Staff exhibit, tab 1, schedule 25 and the second one being Exhibit I, tab 15, schedule 3 at page 3.  


MR. GREEN:  Thank you, sir.  We have those.  


MR. POCH:  I just wanted to start with the list of -- on page 13, at the bottom there is a list of the measures you assume will be inspired by way of EnergyLink, at the bottom of page -- of that page.  Do you see that?  


MR. GREEN:  Yes, we do.  


MR. POCH:  The list starts furnace, water heater, dryer, fireplaces, ranges, life-style products, ECM.  With that list in mind, turn to the other exhibit, the Board staff schedule 25, page 3.  You can confirm for me you have a negative TRC for ECM, fireplace -- and I am assuming grill/barbeque, outdoor living, garage heating, and pool heating, two different lines, both negative TRCs, are what you are calling life-style products.  Is that correct?  


MS. LAKATOS-HAYWARD:  These refer to programs and not technologies.  


MR. POCH:  Okay.  These programs pick up the items I have referred to that you have called lifestyle products, when you break out what EnergyLink is going to be dishing up?  


MS. LAKATOS-HAYWARD:  I'm sorry, can you repeat it, please. 


MR. POCH:  Perhaps you can just help us then.  Just relate these two lists.  The measures you have listed that are likely to be fostered by EnergyLink include lifestyle products.  What is lifestyle products and where would they -- and what programs here would carry lifestyle products?  


MS. LAKATOS-HAYWARD:  So in the Exhibit you referenced Exhibit I, tab 15, schedule 3 we have note 1, the EnergyLink program assumptions.  So our assumption is for 2007 that for lifestyle products, that we have 700 participants and 773, 103 m3s and those products include primarily outdoor living products - pool heating, barbeque, camp fires, garage heating.  


MR. POCH:  Okay.  And I am correct, when we look at -- and you have pointed out these are program TRCs as opposed to distinct measure TRCs in the Board Staff exhibit.  Those products you have listed -- not the furnaces and water heaters but the outdoor products and lifestyle products and the fireplaces -- when you screen them in the context of a program, without overheads, they have a negative TRC.  And of course, TRC doesn't consider incentives either; correct?  


MS. LAKATOS-HAYWARD:  So again, that is specific on the program assumptions used to screen and, again, don't necessarily refer to the overall technology or the merit of -- 


MR. POCH:  To your knowledge, do these products, if screened as measures, have a negative TRC?  


MS. LAKATOS-HAYWARD:  We don't know that.  


MR. POCH:  You don't know that.  The only information you provided us is that when you bundle in some of the promotional costs -- not the incentives, not the overheads, just those few promotional costs for - I don't know what else is left.  They are negative.  So can we see that it is ‑‑ would you agree with me it is reasonable to assume, certainly for these ones where there is a significant negative TRC, that as measures, they're likely to have a negative TRC?  You don't have any information to tell us otherwise?


MS. LAKATOS‑HAYWARD:  We don't have any information to support that.  I would be uncomfortable to ‑‑


MR. POCH:  Let's get an undertaking, if you don't mind, to get the TRC for those measures or just, Mr. Chair, if it is easier for them, it may be possible for their analytic staff just to confirm they are negative.  That would be sufficient.  I don't need the actual numbers and all of the work done.  If their reasonable assumption is these are negative or that certain of them are negative, that would be satisfactory.


MR. KAISER:  Maybe you could help me, Mr. Poch.  If we look at page 3, for instance, item 12 is this outdoor living, garage heating, pool heating.  It has a negative TRC of 1.11.  What is it that they are going to produce that is different than that?


MR. POCH:  Apparently, they're concerned that because this table includes some program-delivery costs, it may not be present with EnergyLink.


MR. KAISER:  So you are asking them to recalculate the TRCs that are on page 3?


MR. POCH:  Right.  I would ask them, if they're actually going to recalculate the TRCs, perhaps, so we're comparing apples to apples, they should take out whatever program costs were going to be in their fuel-switching effort or their DSM, but they should add in any attributable costs of the EnergyLink program that would apply.


MR. KAISER:  Do you understand the question, Mr. Cass?


MR. CASS:  I'm not sure that I do, sir, but I hope that the witnesses do.


MS. LAKATOS‑HAYWARD:  Sorry.


MR. KAISER:  I just want to make sure, if we're going to recalculate this, that your witnesses understand what the recalculation consists of.


MR. CASS:  Yes.


MS. LAKATOS‑HAYWARD:  Well, if it is helpful to the Board, and I'm not quite sure where Mr. Poch is going, but we do note that the life MPV of these products are positive.  So in that respect, they do help to bring natural-gas rates down.


MR. POCH:  We had that discussion the other day.  I can come back to that, but that doesn't answer my concern here, where we are looking at the societal value here.


MR. KAISER:  My understanding from the witnesses, Mr. Cass, was that despite what we have on page 3, the witnesses didn't know what the TRC was with respect to either item number 12 or item number 5, which was the barbeques.


Mr. Poch is asking them to calculate the TRC.  So I guess the question is:  Can they?


MR. POCH:  To be clear, Mr. Chairman, I would be asking them for the products being delivered, anticipated to be fostered through the EnergyLink that are listed on tab 15, schedule 3, page 3, to provide a TRC analysis, including the EnergyLink program costs that are attributable or may be attributed to these products.


MR. CASS:  Mr. Chair, the witnesses aren't speaking.  I don't know whether they themselves know the extent to which the question by Mr. Poch can be answered.


Perhaps we can take it away on the basis that we would, first, determine whether it can be answered.


MR. GREEN:  I would just add, from that best-efforts basis, we're going back to see what can or cannot be done.  Mr. Poch, you will appreciate there was a lot of discussion on, I think it was Tuesday afternoon, sir, with the fuel switching, and the discussion about TRC and the MPV and TRC not being the mechanism that's been used in consideration of added load or growth programs, and that the TRC was ‑‑ is one of the fundamental measures from the demand‑side management portfolio.


We are not trying to be difficult here at all, sir.


MR. POCH:  Mr. Chairman, may I just say the only difference between the TRC in one program and the other is going to be the program costs apart from incentives.  The measures are the same.


So just looking at tab 1, schedule 25, page 3, we see program costs listed for these items in the context of the -- and the number of participants broken out for the one case, the fuel-switching programs, and on page 13 we see the participant numbers for the other.  


We are only missing one number here, which is the program costs of EnergyLink attributable to those products.  We have the overall program cost of 1.036 million for EnergyLink.  So all we have to do is simply allocate some portion of that number, and all of the numbers are available to my friends.


I can't do that without that allocation.  It seems obvious to me, I should say, Mr. Chairman, that these measures are going to fail, and if that is ‑‑ if is it obvious to their analysts, that's the first part of my request.  If they can simply confirm that, then I don't need the actual TRC values, if it is a great deal of work.  But if it is not obvious to them, then I think it is not an undue request to ask them to do that analysis.


MR. KAISER:  It does seem, Mr. Cass, like the information is there.  Maybe you could discuss that with your witnesses and do the calculations, if you can.  If you can't, we will deal with it.


MR. CASS:  Yes, sir.


MR. KAISER:  Right now, we have some evidence before the Board which I take, to some degree, Mr. Poch is going to rely upon in his argument.  Your witnesses are saying they're not sure whether those are the right numbers, so let's see if we can get the right numbers.


MR. MILLAR:  So is that an undertaking?


MR. CASS:  Yes, it is.


MR. KAISER:  Yes.


MR. MILLAR:  That's J8.1.  For clarity of the record, Mr. Poch, do you want to have a stab at stating what it is they're going to try to do?


MR. POCH:  Either confirm that the fireplace lifestyle -- and lifestyle products' TRC, when delivered through the EnergyLink mechanism, is negative, or, if that's not obvious, to provide a calculation of the TRC for each of those products in that situation, including attributable program costs of the situation, including attributable program costs of the EnergyLink program.


UNDERTAKING NO. J8.1:  EITHER CONFIRM FIREPLACE AND 


LIFESTYLE PRODUCTS' TRC, WHEN DELIVERED THROUGH THE 


ENERGYLINK MECHANISM, IS NEGATIVE; OR PROVIDE A 


CALCULATION OF THE TRC FOR EACH OF THOSE PRODUCTS 


INCLUDING ATTRIBUTABLE PROGRAM COSTS OF THE ENERGYLINK 


PROGRAM.

MR. MILLAR:  Thank you.


MR. POCH:  Thank you, Mr. Chairman.


Now, I haven't asked for the ECM.  It was explained last week, earlier in the week, that the negative TRC for ECM is an artifact of it being screened as a program rather than as an incremental measure, but, in fact, it is cost‑effective when part of an efficient furnace package.  Is that your understanding?


MR. GREEN:  That's our understanding, yes, sir.


MR. POCH:  All right, thank you.  Now, as part of the discussion of the open bill question during the Technical Conference ‑ I apologize I don't have a reference; I have another reference that may help, if needed - you said you were going to monitor the items that would be proposed as bill stuffers to exclude bill stuffers promoting items you viewed as problematic to the interests of the gas system.


In other words, by way of example, you weren't going to allow bill stuffers to be used to promote electric uses unless they were something like ECM that are ancillary to an efficient gas use; is that correct, Mr. Green?


MR. GREEN:  I think from the concept perspective, yes, there are some product guidelines that we are looking to establish of what will be allowed.


MR. POCH:  Just for the record, I noted as a footnote to Exhibit D 1, tab 11, schedule 27, page 4 of 8, schedule A that indicates that.  You don't need to turn it up.  I am just putting it in for the benefit of those reading the transcript.


So my question, returning to EnergyLink, then:  Is it your intention that you are going to provide EnergyLink services and try to manage the EnergyLink service such that it also promotes intelligent gas use and not electricity use?


MR. GREEN:  I think the way I would characterize that, Mr. Poch, is EnergyLink is the program or the channel connecting the customer with the professional service providers, the retailers, et cetera.  It is part of our overall growth program or the promotion of natural gas.  


We are definitely the advocates -- as Enbridge Gas Distribution, advocates of using natural gas and using it as effectively as possible.


MR. POCH:  All right.  Clearly you want to grow gas use.  We all understand that.  I'm just wondering, if you are going to be cognizant in either the manner of your referrals, the promotion of the EnergyLink logo, the instructions you give your call centre people, the arrangements you make with your contractors who are party to the EnergyLink referral network, that you are going to discourage that network creating leads for increased electricity use.  You are going to avoid any situation that would promote more electricity use?  


MS. LAKATOS-HAYWARD:  Again, and I apologize, but it is a fairly broad question.  I think rather than take that "discourage" what we are trying to do is encourage our EnergyLink participants to use efficient or to promote energy efficiency and make available to them such things such as rebate programs.  


I did want to add one caveat because I think it is important here, important to mention.  One of the products that we do provide referrals around is air-conditioning.  And the reason that we do provide those referrals is that our experience has shown that we get more natural-gas furnace sales as a result of a customer calling in about an air-conditioner than the other way around.  So these things, we call them complementary products, and they tend to get sold together.  This is again responding to the needs of customers and providing customer satisfaction that we do that.  


MR. POCH:  You are talking about the situation where someone is putting in a central-heating and -cooling system, and it may be during the summer they are prompted to call because their air-conditioner has failed; you're going to take advantage of that and send them to somebody who can provide a gas furnace with an electric air conditioner. 


MR. GREEN:  That's correct.  I think people in the industry, the market players and number of players, Mr. Poch, to Ms. Lakatos-Hayward's point is more people buy a furnace with an air-conditioner than an air-conditioner with a furnace.  And it is, it is a system but it is just by nature of the time of the year that when someone is looking for the high efficiency or an air-conditioning system, that they're more likely to purchase the furnace at the same time.  


I think the only other example would be buying a natural-gas range.  Consumers are renovating their kitchen, and they're going to potentially, when they are buying the natural-gas range, they're thinking about:  We need a new fridge.  Maybe we need the new dishwasher as well so they're complementary packages and I think at that point -- 


MR. POCH:  If you send them to somebody to put in kitchen appliances, it is not like we're going to be encouraging an electric fridge where you might otherwise have a gas fridge.  This doesn't offend, let me put it that way.   


MR. GREEN:  Sir, it wasn't meant to offend.  I think in today's energy environment, from a provincial perspective, obviously, we are trying to encourage consumers to use energy efficiently and, where possible, we are definitely promoting the most effective use of natural gas.  


MR. POCH:  I think that is helpful, but let me ask you, then:  Would you agree it would be inappropriate for you to use this facility in a way that would promote inefficient gas uses?  


MR. GREEN:  That is a very broad statement.  I think one thing that we are looking at here, sir, is consumer choice.  It is the customer that is looking for a product or a service, and our role through the channel or the program EnergyLink is they're calling Enbridge Gas Distribution and looking for that connection point.  So it depends on where you are going with your statement about products.  There is consumer choice here of what they're looking for.  


MR. POCH:  Well, let me give you an example I gave to you on the previous panel, Mr. Green.  


It wouldn't be appropriate for you to be using your situation as a gas utility, to be promoting people to open their windows in the winter or put gas flares on their front lawn.  


MR. GREEN:  You’ve rationally expanded that example from Tuesday afternoon, Mr. Poch.  I don't believe that we will be promoting, although it is great for gas load to have people opening their windows in the wintertime.  


You are utilizing the term gas flares, which I found interesting from Tuesday afternoon, and whether we are talking patio heaters. 


MR. POCH:  No, I wasn't talking patio heaters.  I am talking a flare on the front lawn, just a flare of gas. That would be a ridiculous thing for you to do, agreed?  


MR. GREEN:  Yes, Mr. Poch.  


MR. POCH:  All right.  So in the extreme we agree that just simply increasing through-put of gas is not rationale enough for you to do this.  There has to be some reasonable limit on how efficient the use should be or necessary.  Is that fair?  


MS. LAKATOS-HAYWARD:  Well, you know, I think the trouble with going to these extreme examples is that we can look to them and laugh and say how silly that is, of course we wouldn't do that.  But again, with the risk of, you know, going completely overboard, I would assume that if a customer wanted these products and there was a lot of demand, we would need to look at them.  If you are intending to go from this position and move to some of these other lifestyle products, I don't think that we would necessarily agree in that same manner.  


MR. POCH:  I totally understand that and that is precisely the issue; where does that line come in and what is the rationale for the line?  It seems to me you have just said, in answer to my question, it's not that you wouldn't promote these because they're inefficient.  You just are choosing not to promote them right now because you just don't see a market for them.  


I am wondering -- I am putting to you, do you not agree, it would be appropriate to have a constraint that the gas utility not be promoting, either through EnergyLink or open-bill access, be it bill stuffers or financing on-bill, it would be appropriate to put some constraint on you that you not be using these mechanisms to promote, you know, gas camp fires, which I see listed there?  


MS. LAKATOS-HAYWARD:  We would be extremely concerned by these constraints.  When we look at the natural-gas market, with respect to furnaces and water heaters, it is a fairly mature market.  When we look at, from an average-use point of view, where is our opportunity to, you know, increase load?  It is through a number of different burner tips, whether it is dryers or ranges or lifestyle products.  


I think from a business-risk point of view, and our ability to grow Enbridge Gas Distribution from a gas-distribution perspective, we would take very seriously any of those kinds of limits to curtail those kinds of activities.  With respect to added load, I think perhaps this was brought up on Tuesday, we look at the net present value to screen those programs and that has the benefit of lowering rates to customers.  


MR. POCH:  Ms. Lakatos-Hayward, we discussed -- we don't need to go over it again, but the net present value analysis wouldn't preclude gas flares on the front lawn or opening windows, would it, that would increase gas through-put?  Increase your revenues.  It doesn't address this question, does it?  I'm not saying you shouldn't use NPV; it is a good thing, if you are going to do it, that it is going to help you make a profit and help your customers lower their rates, but that is -- that doesn't address this other concern.  Can we agree? 


MR. GREEN:  Mr. Poch, I think we have to be – A, the numbers aren't large.  B, consumer choice for what they're looking for.  If I could use the example of a patio heater and not a camp fire, but a patio heater that can clearly be used in a business environment, there are certainly economic values that are outside any of our tests that apply to a place of business that may be using it, and whether I am talking about a golf course or a restaurant that is extending their season, adding to the ambiance of the environment by it, it is customer choice.  


MR. KAISER:  Mr. Green, is it fair to say that Enbridge's goal is to increase the load and you don't give any consideration to whether the appliance is efficient or not efficient?  


MR. GREEN:  No.  


MS. LAKATOS-HAYWARD:  I don't think that that is completely a fair characterization.  Part of what my group does in business development and strategy is, the energy technology department where we do spend and invest quite a significant amount of technology development dollars in promoting or developing new DSM products.  


MR. KAISER:  We know you do wonderful things in DSM.  But Mr. Poch is going round and round, and you're going round and round.  He just want to know, with respect to this program, is your objective simply to increase load or do you have some test that relates to the efficiency and inefficiency of the appliance?  


If so, what is it?  If you don't consider it, fine.  If you do consider it, tell us how.



MS. LAKATOS-HAYWARD:  There is no test on the efficiency of these products. 


MR. KAISER:  Does that help you?


MR. POCH:  It does, Mr. Chairman, and I guess ‑‑ can I take it from the responses you have given earlier, if I could sum up, not only is there no test, but you reject the notion that there should be any constraint in this regard?


MS. LAKATOS‑HAYWARD:  I think at the end of ‑‑ yes, we do.  At the end of the day, it will be our customers who will, you know, determine whether it is a product that they want, and it is all about customer choice.


MR. POCH:  If this Board were to direct you that -- were to find that these three initiatives you are taking, if I can call them three separate initiatives because there are obviously some links between them, EnergyLink, on‑bill financing and access to the bill envelope are ‑‑ have the potential to be valuable in terms of helping keep rates down, and have the potential to be valuable to society in terms of appropriate use of gas versus electricity, but that they should be constrained to some extent in each case with respect to inefficient -- TRC negative products.


If the Board directed that, would that cause you to abandon any of these programs?


Let me just say I understand Mr. Green's comments earlier that in some cases there is going to be just a practical problem of resolution, but within the limits of practicality.


MS. LAKATOS‑HAYWARD:  Sorry, I wasn't sure if you had finished there.


MR. POCH:  I am just posing my question.  Within the limits of reasonable practicality.


MS. LAKATOS‑HAYWARD:  I am not sure if this is starting to get into argument.  Certainly we would have to look at what the Board ruled with respect to this and evaluate the decision.


We believe that these programs provide good customer value and that we would need to -- if the Board provides some direction on TRC, that we would need to go and carefully look at the methodology of the TRC to make sure that we have an appropriate ‑‑ we look appropriately at these technologies and programs to make sure we understand what they were using before, whether it was propane or electricity or oil, and what they would be using now, because I think maybe there is a fundamental disagreement with what we think are good products for customers and what are not good products.


MR. POCH:  Of course we will never know necessarily what things are being switched from or if they're being switched from anything.  The patio heater may otherwise be propane or it may not exist if you're trying to create a new market in the residential sector.


MR. McGILL:  Or the customer might be doing something else, as an alternative to being on their patio, that consumes energy in another way.


MR. POCH:  Sure, or they might just be staying inside or putting on a sweater, but we can't speculate on that.


My real question was - let me back up - Mr. Green, a few minutes ago you said the numbers aren't large, in answer to my concerns.  I'm saying, given that, would you agree, if the Board asked you to constrain this, within the limits of practicality, it wouldn't derail your programs?  It wouldn't likely derail your programs?  Let's put it that way.


MR. GREEN:  I think we would have to examine that, Mr. Poch.


MR. KAISER:  Mr. Poch, is this a convenient time to take a break?


MR. POCH:  That was the end of my questions, Mr. Chairman.  Thank you.


MR. KAISER:  All right.  Mr. Millar?


MR. MILLAR:  Unless there is anything else, I think that concludes today's session.


MR. KAISER:  Anything further, Mr. Cass?


MR. CASS:  Not from me, sir, no.







MR. KAISER:  9:30 Monday.


MR. POCH:  Mr. Chairman, I will be excusing myself, as I think I will be reading the transcript in Sudbury.


MR. KAISER:  Thank you, Mr. Poch.

‑‑‑ Whereupon the hearing adjourned at 10:58 a.m.
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