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EB-2012-0337 
 

ONTARIO ENERGY BOARD 
 

IN THE MATTER OF the Ontario Energy Board Act, 1998, 
S.O. 1998, c. 15, (Schedule B); 
 
AND IN THE MATTER OF an Application by Union Gas 
Limited pursuant to Section 36(1) of the Ontario Energy Board 
Act, 1998, for an Order or Orders approving the 2013 to 2014 
Demand Side Management Plan. 

REPLY ARGUMENT OF UNION GAS LIMITED 

Overview 

1. This is Union’s Reply Argument, which should be read in conjunction with Union’s 

Argument-in-Chief.  Union remains of the view that its application, which is supported in most 

respects by Board Staff and all intervenors other than APPrO, should be approved as filed.  

Union’s reply to the arguments raised by intervenors and Board Staff are set out below on an 

issue-by-issue basis.  All references are to Union’s Reply Compendium. 

Opt-out 

2. Union relies on its Argument-in-Chief.1  APPrO’s argument failed to meaningfully 

address the fatal flaw in its proposal pointed out by Union2 and by Union’s witness Mr. 

Tetreault: an opt-out option for APPrO members would be contrary to the fundamental class 

ratemaking principle that “all customers in the class pay the same rates”.3  A departure from this 

principle would invite a flood of similar requests for special exemptions, both within large-

volume rate classes and in other rate classes.  As the argument of SEC suggests, the claim that a 

subset of a rate class deserves a special exemption inevitably leads other subsets of that rate class 

to insist that they too deserve special exemptions.4  If successful, this argument will encourage 

                                                 
1 Tab 1; Transcript Vol. 2, pp. 129-135 

2 Tab 1; Transcript Vol. 2, pp. 131-133 

3 Tab 2; Transcript Vol. 1, pp. 126-127 

4 Tab 3; School Energy Coalition (“SEC”) Final Argument 



2 

subsets of all rate classes -- and not just of large-volume rate classes -- to push for special 

exemptions.  BOMA rightly characterizes this as a “slippery slope”.5  As the Board has 

previously stated: “Over the years, the Board has had many requests for special status for a customer 

group or a customer.  The Board has been consistent in its response to such requests by adhering to 

its established principles in dealing with cost allocation and rate setting”.6  The Board should not 

deviate from this approach in this proceeding.  APPrO’s request for an opt-out for its members 

should be rejected. 

3. APPrO argues that its opt-out proposal is “supported by the Board’s findings about the 

non-mandatory nature of the program now”.7  This submission is not accurate.  The Board has 

already addressed the proposition that the phrase “no longer mandatory” in the DSM Guidelines 

does not mean that a customer can opt-out.8  The phrase “no longer mandatory” is in relation to 

the requirement for natural gas utilities to provide DSM programs to large industrial customers.  

It has been a longstanding practice, as set out in EB-2006-0021 that customers in all rate classes 

should be provided with equitable access to DSM programs.9   

4. APPrO has led evidence and argued that certain of its members want a right to opt-out.10  

Notwithstanding this evidence regarding the preference of certain of its members, APPrO has not 

established that its members will not participate in the program if it is approved.   

5. In argument APPrO observed that Enbridge does not have a DSM program for Rate 125, 

but points to no evidence of why that is the case.11  It is not clear how this fact in isolation can 

help the Board decide this application.  As APPrO’s witness Mr. Zarumba acknowledged, 

Enbridge does not have an opt-out for Rate 125 and the reason that power producers in Rate 125 

                                                 
5 Tab 4; Building Owners and Managers Association (“BOMA”) Final Argument 

6 Tab 5; RP-2003-0063/EB-2004-0542, p. 5 

7 Tab 6; Transcript Vol. 3, p. 76 

8 Tab 7; EB-2011-0210 Issues Day Transcript (March 22, 2012), p. 48 

9 Tab 8; EB-2006-0021 Decisions with Reasons (August 25, 2006), p. 26 

10 Tab 9; Transcript Vol. 3, pp. 50-51 

11 Tab 10; Transcript Vol. 3, p. 53 
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do not pay for DSM is because that class does not, and has never been included in DSM 

programming.12 

6. IGUA notionally took no position on opt-out, albeit with the qualification that opt-out, if 

pursued at all, should “be pursued on a rate-class basis and not on a customer basis”.13  In 

Union’s submission, this is really a position against opt-out.  APPrO’s request for an opt-out is 

opposed in substance by all other parties and should be rejected. 

Jurisdictional Review 

7. APPrO argues that Navigant’s jurisdictional review “demonstrates that non-mandatory 

participation in DSM in the rest of Canada and in the U.S. ultimately is more the norm for large 

gas-fired generators than otherwise”.14  Union submits that what APPrO terms “non-mandatory 

participation in DSM” is, at best, a conflation of a variety of initiatives in varied regulatory 

contexts across North America and, at worst, a euphemism for no DSM at all.   

8. Navigant’s jurisdictional review was not sufficiently detailed and contextual to ground 

APPrO’s argument that “non-mandatory participation in DSM” is the norm for large gas-fired 

generators.  The jurisdictional review section of the Navigant report is five pages long.  The a-

contextual nature of the inquiry Navigant was asked to perform is demonstrated by the fact that 

Navigant stated in its report that one of the considerations informing the Minnesota Public 

Utilities Commission’s decision to exclude generators from paying DSM CRM was that it would 

result in a double payment, but acknowledged in an interrogatory response that it had “no 

additional information on other reasons or considerations” that informed the decision.15  Such an 

inquiry does not provide an adequate evidentiary basis for APPrO’s assertion that “non-

mandatory participation in DSM” is the norm for large gas-fired generators in North America.  

APPrO’s argument also ignores the fact that only one of the top twenty jurisdictions in North 

                                                 
12 Tab 11; Transcript Vol. 2, pp. 104-105  

13 Tab 12; Transcript Vol. 3, pp. 31-32 

14 Tab 13; Transcript Vol. 3, pp. 52-53 

15 Tab 14; Navigant Report, pp. 5-6; APPrO Response to GEC Interrogatory 12(c) 
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America offers an opt-out program.  That program requires the opting-out customer to spend $3 

million on energy-efficiency investments over the three-year period of the pilot program.16 

9. Finally, Union submits that APPrO’s argument about “non-mandatory participation in 

DSM” clouds the distinction between Union providing DSM to large-volume customers, which 

is not mandatory under the DSM Guidelines,17 and large-volume customers’ funding of costs 

that have been allocated to their rate class, which is mandatory under the fundamental principles 

of class ratemaking. 

APPrO’s Flawed and Misleading “Eight Cents on the Dollar” Argument  

10. APPrO argues that Union’s DSM program has had a “hugely disproportionate negative 

impact” on power generators because over the 2009-2011 period they paid $9.448 million for 

DSM programming and received approximately $700,000 in customer incentive.  APPrO 

submits that the $9.448 million number should be reduced to $9.1 million to exclude LRAM 

costs and argues that the $9.1 million-$700,000 ratio represents “eight cents on the dollar”, 

which is a “stark number”.18   

11. This argument is flawed and misleading, primarily because it ignores three things.  First, 

it ignores the Total Resource Costs (TRC) benefits power generators received as a result of 

participating in Union’s DSM programs from 2009-2011.  TRC benefits, which are net of free 

ridership, benefit power generators by helping them achieve long-term savings.  On the basis of 

evidence filed in this proceeding the TRC benefits that power generators secured in 2009-2011 

will be in the range of $47 million.  This projection is based on the following calculation of TRC 

benefits. 

  

                                                 
16 Tab 15; Exhibit A, Tab 1, Appendix A, p. 3 

17 Tab 16; Transcript Volume 3, p. 53 

18 Tab 17; Transcript Vol. 3, p. 54 
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TRC benefits ($47,583,563) = cost effectiveness ratio of 8.119 x [(1 - free ridership of 

0.56)20 x (incremental project costs funded by power producers of $12.540 million)21 + 

(the three-year average percentage of DSM paid in rates by powers producers of 30.75%)22 x 

(large-volume promotion costs of $100,000 + administration costs of $906,511 + EM & V 

costs of $40,000)]23 

12. Second, this argument fails to distinguish between DSM in the 2009-2011 period, under 

the old framework (EB-2006-0021) and DSM Plans, and the program that Union is applying for 

in this application, which Union has brought in the context of the current DSM Guidelines (EB-

2008-0346) and the 2012 Settlement Agreement.  The Guidelines and proposed Plan directly 

address APPrO’s concerns around significant costs for its members and unexpected out-of-

period adjustments that were possible during, and materialized in, the 2009-2011 period.  Under 

the old Framework the SSM was allocated to rate classes in proportion to TRC savings resulting 

in significant charges attributed to large-volume rate classes.  There was no limit to the budget 

amount that could be spent in a rate class and no limit to the amount of the total 15% overspend 

that could be allocated to large-volume customers. The Guidelines addressed the first issue by 

allocating the DSM Incentive to rate classes in proportion of the amount actually spent in each rate 

class.  The 2012 Settlement Agreement addressed the second issue by limiting the Large Volume 

Program budget, the amount which may be transferred between rate classes within this budget, and 

the amount of the 15% overspend that could be applied to this program.  Union’s 2013-2014 

proposal extends these limitations.  Further, Union has removed the ability to overspend the Plan 

budget by 15% in Rate T2 and Rate 100 and provided these customers with direct access to the 

customer incentive budget they pay in rates.  The result is a stable annual DSM cost to these 

                                                 
19 Tab 18; Exhibit A, Tab 1, p. 30 

20 Tab 19; Exhibit A, Tab 1, Appendix E, p. 5 

21 Tab 20; Exhibit J1.4, p. 117 

22  Tab 21; Exhibit B6.2, Attachment 1; Exhibit J1.5, Attachment 1, Attachment 2;  

23 Tab 22; Exhibit A, Tab 1, p. 30 



6 

customers, and predictability in both the amount they pay for DSM and the customer incentive 

available for each customer. 

13. Third, APPrO’s argument ignores the SSM in the $9.448 million amount used in this 

calculation.  This amount is $4.272 million24 over the three year period.  In Union’s proposal, the 

maximum DSM Incentive is limited for all Rate T1, Rate T2 and Rate 100 customers to 

approximately $1.8 million per year.  Using the 2009-2011 percentage of large volume DSM 

costs paid by power producers of 30.75%25 as an estimate of their level of funding in the 2013-

2014 period, a maximum of approximately $0.626 million of this could be allocated to APPrO 

members per year.  It is significantly reduced from the SSM funded by these customers in the 

2009-2011 period. 

Cross-subsidization 

14. APPrO argues that Union’s DSM program has resulted in cross-subsidization within 

large-volume rate classes.27  Union notes that the evidence relied on by APPrO -- Undertaking 

J1.5, Interrogatory B6.8 and Tab 5 of APPrO’s Final Argument Compendium -- is evidence in 

respect of all Rate T2 and Rate 100 customers.  This evidence does not differentiate between 

power producers and other customers.  This evidence is not an adequate basis for arguing that 

power producers are cross-subsidizing other customers in their rate classes. 

15. Regardless of the merits of this argument, it disregards the fact that Union’s application 

features a direct access mechanism for Rate T2 and Rate 100 customers,28 which allows 

customers with concerns about cross-subsidization to simply access their customer incentives 

before others in their rate class have an opportunity to do so.  Similarly, APPrO’s proposal to cap 

customers’ access to program funds to 150% of their contributions29 ignores the fact that Union’s 

                                                 
24 Tab 23; Exhibit J1.5, Attachment 1, Attachment 2. 

25 Use footnote to calculation in 11 above. 

26 Calculated as $1.8 million * 30.75% 

27 Tab 24; Transcript Vol. 3, pp. 55-59 

28 Tab 25; Exhibit A, Tab 1, p. 7 

29 Tab 26; Transcript Vol. 3, p. 90 
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application features a Rate T2/Rate 100 percent of Customer Incentive Budget Spent scorecard 

metric which also addresses this concern. 

The Veresen Letter and Mr. Russell’s Evidence 

16. APPrO argues that Union’s position on the Veresen letter30 should be “completely 

discounted” because Union did not put it to Mr. Russell in cross-examination that there was an 

“inconsistency” between his evidence and the Veresen letter.31  This argument should be 

rejected.  As Union understands APPrO’s argument, APPrO is relying on the evidentiary rule 

from Browne v. Dunn that “if a cross-examiner intends to impeach the credibility of a witness by 

means of extrinsic evidence, he or she must give that witness notice of his intention”.32   

17. Union has not argued that the Veresen letter impeaches Mr. Russell’s credibility.  Union 

has argued that after Veresen sent the Veresen letter to the Board on October 11, 2011 there was 

a problem with 2011 deferrals and that problem upset the entire DSM relationship between 

Union and many of Union’s customers who are APPrO members.33  This is not an argument that 

must rely, or does rely, on impeaching Mr. Russell’s credibility.  Mr. Russell’s evidence was that 

he did not have a chance to contact the author of the Veresen letter before giving his evidence.34  

Mr. Russell gave his evidence on behalf of London District Energy, not Veresen,35 so any 

“inconsistency” between London District Energy’s evidence and the position taken by Veresen 

in the Veresen letter merely reflects a difference in their respective views about DSM at different 

times.  In any event, the Veresen letter speaks for itself, specifically that “Veresen’s position 

regarding this program is that it has played an important role in achieving increased energy 

efficiency.  In Unions’ view, eliminating these programs is not in the best interest of T1 shippers 

and importantly, may result in a reduction in DSM initiatives by generators such as ourselves”.  

                                                 
30 Tab 27; Exhibit K1.2 

31 Tab 28; Transcript Vol. 3, pp. 74-75 

32 Tab 29; Bryant et al., The Law of Evidence in Canada 

33 Tab 30; Transcript Vol. 2, p. 139 

34 Tab 31; Transcript Vol. 2, p. 61 

35 Tab 32; Transcript Vol. 2, p. 61 
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The fact that Mr. Russell gave evidence to the effect that he disagrees with these statements does 

not raise an issue regarding Mr. Russell’s honesty and integrity, nor has Union suggested that 

such is the case. 

2-Year Direct Access Budget 

18. GEC argues that the direct access period for Rate T2 and Rate 100 customers should be 

for a single two-year period, rather than the annual direct access periods for 2013 and 2014 

proposed by Union.36  GEC’s expert witness, Chris Neme, gave evidence that such a multi-year 

direct access budget would give customers “much greater flexibility to plan and pursue projects 

that provide the biggest bang for the buck and/or make the most sense for the business”.37  While 

Union acknowledges that flexibility is desirable, Union remains concerned that this proposal 

could result in further deferral charges to customers that would disrupt rate predictability and rate 

stability.  These deferral impacts could  negate many of the improvements Union has 

incorporated into this application to enhance rate predictability and rate stability. 

19. IGUA argued for the need for rate certainty,38 but does not appear to grasp that a single 

two-year period may result in significant deferrals.39  IGUA’s position on predictability and 

certainty is at odds with its stated preference for a two-year period.  The complex steps required 

to address these problems are laid out in detail in the Appendix.  Union is also concerned that 

CME, which emphasized the importance of rate predictability and rate stability in its argument, 

may not fully appreciate that a single two-year period may result in non-negligible deferrals.40  

Union also shares CME’s concern that under the scheme proposed by GEC many customers 

would wait until late in the two year period to take any action,41 resulting in lost conservation 

opportunities. 

                                                 
36 Tab 33; GEC Final Argument, pp. 3-5 

37 Tab 34; GEC Final Argument, p. 3 

38  Tab 35; Transcript Vol. 3, p. 35 

39 Tab 36; Transcript Vol. 3, pp. 36-39 

40 Tab 37; Transcript Vol. 3, pp. 9-10 

41 Tab 38; Transcript Vol. 3, p. 9 
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20. If the Board orders Union to institute a single two-year direct-access period then certain 

steps should be taken by Union to minimize the potential unintended consequences of the two-

year approach. Failure to recover approximately half of the total potential two-year DSM 

Incentive Deferral Account and DSM Variance Account balances in Union’s 2013 deferral 

disposition application would result in the potential for significantly more volatile deferral 

impacts for 2014.  This would negate the increased rate stability and predictability for large-

volume customers provided through the DSM Guidelines and 2012 Settlement Agreement, and 

extended in Union’s 2013-2014 Plan. Union’s feedback from customers, including large-volume 

ratepayer stakeholders, has emphasized the importance of this rate certainty.  The Appendix to 

this reply outlines the framework Union proposes to adopt in the event the Board orders Union to 

institute a two-year direct access period.  The steps ensure customers are not exposed to 

increased rate uncertainty, through higher potential deferral balances, within a two-year direct 

access period than under Union’s proposal.   

Increasing Industrial DSM Plan and Budget and Re-Filing for 2014 

21. Environmental Defence alone argues that Union should be required to prepare a larger 

DSM budget because it can result in lower emissions at no cost.42  This proposal ignores the 

need to balance conservation objectives with the objective of ensuring rate predictability and 

stability.  Further, as Mr. MacEacheron made clear in his evidence, he heard “loud and clear” 

from large-volume customers that they did not want “to see a deferral account like 2011 again, 

ever” and instead wanted increased predictability in rates.43  Mr. MacEacheron also gave 

evidence that, in his view, APPrO members would be opposed to raising the budget.44 

22. Environmental Defence’s proposal is also impractical, in that it ignores the challenges 

that would be involved in re-filing an application for 2014 and putting in place a substantially 

larger program with additional staff who would require specialized training.   

  
                                                 
42 Tab 39; Transcript Vol. 3, pp. 21-23 

43 Tab 40; Transcript Vol. 1, pp. 40-41 

44 Tab 41; Transcript Vol. 1, p. 148 
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Maintaining a 15% DSMVA for Rate T2 and Rate 100 

23. GEC argues that the 15% DSMVA overspend for Rate T2 and Rate 100, which Union’s 

application eliminates, should be maintained.45  Union submits that this proposal is not aligned 

with an objective of Union’s direct access proposal, which is to provide customers with direct 

access to 68% of what they pay in rates for DSM.  This proposal also undermines rate 

predictability and stability.  

110% Upper Band for Rate T2 and Rate 100 in Scorecard 

24. While Board Staff generally supports Union’s application as filed, Board staff opposes 

the 110% upper band for Rate T2 and Rate 100 in Union’s 2013 and 2014 scorecards.46  Board 

staff proposes an upper band of 125% on the basis that targets are “meant to be aggressive” and 

to incent “exemplary performance”.47  While Union appreciates Board staff’s stated faith in 

Union’s abilities to achieve outstanding conservation results through its large-volume DSM 

program, Union submits that the 110% upper band is aggressive and that, if achieved, a 10% 

increase above target without any additional funding whatsoever would be exemplary.   

25. While GEC also opposes the 110% upper band, it recognizes that  budgets and targets are 

interrelated, and recommend that both the 15% overspend and upper band target of 125% for 

Rate T2/Rate 100 customers be considered together.48 GEC confirms the 15% DSMVA 

allowance for Rate T2/Rate 100 enables the 125% upper band target for these customers.49  The 

additional 15% DSMVA overspend and 125% upper band target for Rate T2 and Rate 100 

customers should be linked together as a single decision.  

                                                 
45 Tab 42; GEC Final Argument, pp. 5-7 

46 Tab 43; Transcript Vol. 3, pp. 47-48 

47 Tab 44; Transcript Vol. 3, pp. 48-49 

48 Tab 45; GEC Final Argument, p. 11 

49 Tab 46; GEC Final Argument, p. 18 
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30% Discount for Rate T2 and Rate 100 in 2013 Scorecard 

26. Board Staff also opposes Union’s proposed 30% discount for Rate T2 and Rate 100 in the 

2013 Scorecard on the basis that it does not reflect a “rigorous analysis”.50  In Union’s 

submission the 30% discount reflects a considered exercise of judgment on Union’s part.  As 

outlined in its pre-filed evidence, this discount is reasonable in light of Union’s introduction of 

the direct access budget mechanism, which gives customers the flexibility to fund a greater 

percentage of incremental project costs, studies and audits than was possible under the 2012 

program.51 

Conclusion 

27. Union asks the Board to approve this application as filed.  The application is the product 

of close consultation with Union’s large-volume customers.  It balances large-volume customers’ 

concerns about rate predictability and rate stability with the important objective of building on 

Union’s successes in DSM and achieving further conservation.  It achieves this balance in a 

manner that is consistent both with the 2012 Settlement Agreement and fundamental rate making 

principles.  For the reasons set out above and in Union’s Argument-In-Chief, the proposed 

alterations to Union’s application, including APPrO’s proposed opt-out, should be rejected.  

  

                                                 
50 Tab 47; Transcript Vol. 3, pp. 47-48 

51 Tab 48; Exhibit A, Tab 1, pp. 18-19 
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Appendix 

1. This Appendix outlines the framework that Union proposes to adopt in the event that the 

Board orders Union to institute a two-year direct access period. 

2. Deadlines.  Union proposes that the Energy Savings Plan completion date be September 

30, 2013.  Customers will be advised of their direct access amounts for 2013 and 2014 well in 

advance of this date. 

3. Union proposes that the commitment date for earmarking or spending direct access 

amounts be December 31, 2013.  This date would allow Rate T2 and Rate 100 customers 

sufficient time to allocate the 2013 and 2014 direct access funds.  Any direct access funds not 

earmarked or spent by December 31, 2013 will be made available to all customers within the rate 

class. These funds will be dispersed via an aggregated pool approach where projects are 

supported based on their lifetime natural gas savings and cost effectiveness. According to Mr. 

Russell’s evidence this commitment date also aligns with plant budget planning at LDE1. The 

August 1, 2014 deadline proposed by IGUA would result in unnecessary levels of lost 

conservation due to procrastination and provides too little time for the allocation of available 

direct access funds2. 

4. Direct access incentive amounts.  Rate T2 customer incentives for 2013 and 2014 will be 

calculated based on January 1, 2013 contract demands.  Rate 100 customer incentives for 2013 

and 2014 will be calculated based in part on January 1, 2013 contract demands (75% weighting) 

and the 2012 actual volumes (25% weighting).  Please see Exhibit B4.6, pages 2 and 3 for 

examples of the customer incentive calculation for Rate T2 and Rate 100 customers3.  Increases 

in actual January 1, 2013 contract demands from the demands assumed in the DSM Demand 

Unit Rates (per Exhibit B4.6, Attachment 1) will be managed within the $500,000 budget 

transfer rule.  

                                                 
1 Tab 1 ; Transcript Vol. 2, pp. 117-118 
2 Tab 2 ; Transcript Vol. 3, pp. 38-39 
3 Tab 3 ; Exhibit B4.6 
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5. Scorecard.  Should the Board approve a two-year direct access period, Union is of the 

view that a three-year average cost effectiveness target is appropriate.  The revised proposed 

scorecard is set out below. 

Lower Band Target Upper Band

Rate T2 / Rate 100 Cumulative Natural Gas 
Savings (m³)

75% of Target

Average of 2010, 2011 and 2012 Post 
Audit T2/R100 Customer Incentive 

Cost Effectiveness (m3 per Customer 
Incentive Dollar Spent)*($4.766 
million 2-year budget)*(1-0.30)

110% of Target 20%

Rate T2 / Rate 100 Percentage of Customer 
Incentive Budget Spent (%)

60% 70% 80% 20%

Rate T1 Cumulative Natural Gas Savings (m³) 75% of Target

Average of 2010, 2011 and 2012 Post 
Audit T1 Customer Incentive Cost 
Effectiveness (m3 per Customer 
Incentive Dollar Spent)*($2.208 

million)

125% of Target 60%

2013 - 2014 Large Industrial Rate T1 / Rate T2 / Rate 100 Scorecard

Metric
Metric Target Levels

Weight

 

6. Budget.  Union proposes to continue to recover its annual budget for each year through 

rates.  Union proposes to also maintain its annual $500,000 transfer ability between rate classes 

and its 15% overspend option for Rate T1. 

7. Deferral account disposition.  Union proposes the 2013 DSMVA calculation track the 

variance between the DSM budget in 2013 rates and an assumed 2013 DSM spend equal to the 

amount budgeted in rates, plus 50% of the maximum two year overspend for Rate T1 regardless 

of actual 2013 results (15% of the 2013 program and the associated Board-approved portfolio 

budget allocated to Rate T1) and the actual 2013 transfer between the Rate T1, Rate T2 and Rate 

100 rate classes (up to $500,000).  

8. For 2014, Union proposes the DSMVA calculation track the variance between the DSM 

budget in 2014 rates and the actual DSM spend for the two year period, less the assumed DSM 

spend in 2013.  Union proposes the actual two year spend include the actual overspend for Rate 

T1 (up to a maximum of 15% of the 2013 – 2014 program and the associated Board-approved 

portfolio budget allocated to Rate T1) and the actual 2014 transfer between the Rate T1, Rate T2 

and Rate 100 rate classes (up to $500,000). 
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9. For a two year program, the maximum DSM Incentive will be $3.658 million.  Consistent 

with the DSM Guidelines, this is the sum of Union’s maximum DSM Incentive for 2013 and 

2014 of $1.809 million and $1.849 million respectively.4   Through the 2013 DSM Incentive 

Deferral Account (DSMIDA) calculation, Union proposes to recover 50% of the maximum DSM 

Incentive achievable for the two year period, regardless of actual 2013 results ($1.809 million for 

2013).   

10. For 2014, Union proposes that the DSMIDA calculation reflect Union’s actual two year 

DSM Incentive achievement, less the amount of DSM incentive recovered in the 2013 DSMIDA 

calculation.  For example, if Union’s two year DSM Incentive achievement is $3.2 million, the 

2014 DSMIDA would recover $1.4 million from ratepayers ($3.2 million less the $1.8 million 

recovered in the 2013 DSMIDA). 

11. Evaluation.  Union proposes to maintain annual verification of the Large Volume 

Program.   

12. Union proposes to continue to conduct an annual audit to confirm results for 2013 and 

2014. The annual audited results will be combined towards achievement of the 2013 – 2014 

Large Industrial Rate T1/Rate T2/Rate 100 scorecard targets.   

                                                 
4 Tab 4, Exhibit A, Tab 1, p. 21 
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	7. APPrO argues that Navigant’s jurisdictional review “demonstrates that non-mandatory participation in DSM in the rest of Canada and in the U.S. ultimately is more the norm for large gas-fired generators than otherwise”.P13F P  Union submits that wha...
	8. Navigant’s jurisdictional review was not sufficiently detailed and contextual to ground APPrO’s argument that “non-mandatory participation in DSM” is the norm for large gas-fired generators.  The jurisdictional review section of the Navigant report...
	9. Finally, Union submits that APPrO’s argument about “non-mandatory participation in DSM” clouds the distinction between Union providing DSM to large-volume customers, which is not mandatory under the DSM Guidelines,P16F P and large-volume customers’...
	APPrO’s Flawed and Misleading “Eight Cents on the Dollar” Argument
	10. APPrO argues that Union’s DSM program has had a “hugely disproportionate negative impact” on power generators because over the 2009-2011 period they paid $9.448 million for DSM programming and received approximately $700,000 in customer incentive....
	11. This argument is flawed and misleading, primarily because it ignores three things.  First, it ignores the Total Resource Costs (TRC) benefits power generators received as a result of participating in Union’s DSM programs from 2009-2011.  TRC benef...
	TRC benefits ($47,583,563) = cost effectiveness ratio of 8.1P18F P x [(1 - free ridership of 0.56)P19F P x (incremental project costs funded by power producers of $12.540 million)P20F P + (the three-year average percentage of DSM paid in rates by powe...
	12. Second, this argument fails to distinguish between DSM in the 2009-2011 period, under the old framework (EB-2006-0021) and DSM Plans, and the program that Union is applying for in this application, which Union has brought in the context of the cur...
	13. Third, APPrO’s argument ignores the SSM in the $9.448 million amount used in this calculation.  This amount is $4.272 millionP23F P over the three year period.  In Union’s proposal, the maximum DSM Incentive is limited for all Rate T1, Rate T2 and...
	Cross-subsidization
	14. APPrO argues that Union’s DSM program has resulted in cross-subsidization within large-volume rate classes.P26F P  Union notes that the evidence relied on by APPrO -- Undertaking J1.5, Interrogatory B6.8 and Tab 5 of APPrO’s Final Argument Compend...
	15. Regardless of the merits of this argument, it disregards the fact that Union’s application features a direct access mechanism for Rate T2 and Rate 100 customers,P27F P which allows customers with concerns about cross-subsidization to simply access...
	The Veresen Letter and Mr. Russell’s Evidence
	16. APPrO argues that Union’s position on the Veresen letterP29F P should be “completely discounted” because Union did not put it to Mr. Russell in cross-examination that there was an “inconsistency” between his evidence and the Veresen letter.P30F P ...
	17. Union has not argued that the Veresen letter impeaches Mr. Russell’s credibility.  Union has argued that after Veresen sent the Veresen letter to the Board on October 11, 2011 there was a problem with 2011 deferrals and that problem upset the enti...
	2-Year Direct Access Budget
	18. GEC argues that the direct access period for Rate T2 and Rate 100 customers should be for a single two-year period, rather than the annual direct access periods for 2013 and 2014 proposed by Union.P35F P  GEC’s expert witness, Chris Neme, gave evi...
	19. IGUA argued for the need for rate certainty,P37F P but does not appear to grasp that a single two-year period may result in significant deferrals.P38F P  IGUA’s position on predictability and certainty is at odds with its stated preference for a t...
	20. If the Board orders Union to institute a single two-year direct-access period then certain steps should be taken by Union to minimize the potential unintended consequences of the two-year approach. Failure to recover approximately half of the tota...
	Increasing Industrial DSM Plan and Budget and Re-Filing for 2014
	21. Environmental Defence alone argues that Union should be required to prepare a larger DSM budget because it can result in lower emissions at no cost.P41F P  This proposal ignores the need to balance conservation objectives with the objective of ens...
	22. Environmental Defence’s proposal is also impractical, in that it ignores the challenges that would be involved in re-filing an application for 2014 and putting in place a substantially larger program with additional staff who would require special...
	Maintaining a 15% DSMVA for Rate T2 and Rate 100
	23. GEC argues that the 15% DSMVA overspend for Rate T2 and Rate 100, which Union’s application eliminates, should be maintained.P44F P  Union submits that this proposal is not aligned with an objective of Union’s direct access proposal, which is to p...
	110% Upper Band for Rate T2 and Rate 100 in Scorecard
	24. While Board Staff generally supports Union’s application as filed, Board staff opposes the 110% upper band for Rate T2 and Rate 100 in Union’s 2013 and 2014 scorecards.P45F P  Board staff proposes an upper band of 125% on the basis that targets ar...
	25. While GEC also opposes the 110% upper band, it recognizes that  budgets and targets are interrelated, and recommend that both the 15% overspend and upper band target of 125% for Rate T2/Rate 100 customers be considered together.P47F P GEC confirms...
	30% Discount for Rate T2 and Rate 100 in 2013 Scorecard
	26. Board Staff also opposes Union’s proposed 30% discount for Rate T2 and Rate 100 in the 2013 Scorecard on the basis that it does not reflect a “rigorous analysis”.P49F P  In Union’s submission the 30% discount reflects a considered exercise of judg...
	Conclusion
	27. Union asks the Board to approve this application as filed.  The application is the product of close consultation with Union’s large-volume customers.  It balances large-volume customers’ concerns about rate predictability and rate stability with t...
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	1. This Appendix outlines the framework that Union proposes to adopt in the event that the Board orders Union to institute a two-year direct access period.
	2. Deadlines.  Union proposes that the Energy Savings Plan completion date be September 30, 2013.  Customers will be advised of their direct access amounts for 2013 and 2014 well in advance of this date.
	3. Union proposes that the commitment date for earmarking or spending direct access amounts be December 31, 2013.  This date would allow Rate T2 and Rate 100 customers sufficient time to allocate the 2013 and 2014 direct access funds.  Any direct acce...
	4. Direct access incentive amounts.  Rate T2 customer incentives for 2013 and 2014 will be calculated based on January 1, 2013 contract demands.  Rate 100 customer incentives for 2013 and 2014 will be calculated based in part on January 1, 2013 contra...
	5. Scorecard.  Should the Board approve a two-year direct access period, Union is of the view that a three-year average cost effectiveness target is appropriate.  The revised proposed scorecard is set out below.
	6. Budget.  Union proposes to continue to recover its annual budget for each year through rates.  Union proposes to also maintain its annual $500,000 transfer ability between rate classes and its 15% overspend option for Rate T1.
	7. Deferral account disposition.  Union proposes the 2013 DSMVA calculation track the variance between the DSM budget in 2013 rates and an assumed 2013 DSM spend equal to the amount budgeted in rates, plus 50% of the maximum two year overspend for Rat...
	8. For 2014, Union proposes the DSMVA calculation track the variance between the DSM budget in 2014 rates and the actual DSM spend for the two year period, less the assumed DSM spend in 2013.  Union proposes the actual two year spend include the actua...
	9. For a two year program, the maximum DSM Incentive will be $3.658 million.  Consistent with the DSM Guidelines, this is the sum of Union’s maximum DSM Incentive for 2013 and 2014 of $1.809 million and $1.849 million respectively.P3F P   Through the ...
	10. For 2014, Union proposes that the DSMIDA calculation reflect Union’s actual two year DSM Incentive achievement, less the amount of DSM incentive recovered in the 2013 DSMIDA calculation.  For example, if Union’s two year DSM Incentive achievement ...
	11. Evaluation.  Union proposes to maintain annual verification of the Large Volume Program.
	12. Union proposes to continue to conduct an annual audit to confirm results for 2013 and 2014. The annual audited results will be combined towards achievement of the 2013 – 2014 Large Industrial Rate T1/Rate T2/Rate 100 scorecard targets.
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