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Friday, September 27, 2013


--- On commencing at 9:07 a.m.

MS. CHAPLIN:  Please be seated.  Good morning, everyone.  Are there any preliminary matters before we resume with Enbridge panel 2?
Preliminary Matters:

MR. STOLL:  Good morning, Madam Chair.  I have one quick correction to the transcript, and this is the transcript from Tuesday when this panel was up before.  And I would like to read and have Ms. Oliver-Glasford confirm it.

MS. CHAPLIN:  So this was the transcript -- which date?  September 24th?

MR. STOLL:  Twenty-fourth, I believe is the Tuesday.  It's at page 44, line 8.  And there is a reference to the 2012 to 2014 DSM plan, and there is a reference to page 18 and to should be a reference to page 19.  And that is, if we want to complete a reference, it's EB-2011-0295, which is Exhibit B, tab 1, schedule 4, which will take you to the complete reference to where that came from.

And if I can just have Ms. Oliver-Glasford confirm that on the record?

MS. OLIVER-GLASFORD:  Confirmed.  Thank you.

MS. CHAPLIN:  Thank you.

MR. STOLL:  Thank you.

MS. CHAPLIN:  All right.  Mr. Brett, I believe that you are first for this panel for today, with 30 minutes?
ENBRIDGE GAS DISTRIBUTION INC. – PANEL 2, resumed

Craig Fernandes, Previously Sworn


Erik Naczynski, Previously Sworn

Fiona Oliver-Glasford, Previously Sworn


Judith Ramsay, Previously Sworn
Cross-Examination by Mr. Brett:

MR. BRETT:  Yes.  That's right, Madam Chair, on both counts.

Good morning, panel.  My name is Tom Brett.  I represent the Building Owners and Managers Association of Greater Toronto.

Ms. Oliver-Glasford, you mentioned last day that your distribution system is based on -- is designed on the basis of peak-hour demand, and you stated on several occasions, you or others on the panel, that you were unable to orient your DSM program toward the reduction of peak-hour demand because you did not have the necessary data and had not done the necessary analysis.

My question to you is this.  You've had a DSM program in existence since about 1995, the EBO-1693 proceeding, in which I had the pleasure of acting.  Why have you not developed the data to allow you to address your program, your DSM program, at least in part, to peak-hour demand, which is the basis on which you design your system?  Why have you allowed this disconnect to persist for 15 years?

[Witness panel confers]

MS. OLIVER-GLASFORD:  As you know, the DSM programs have been developed over time in a very transparent and inclusive process, where everybody has had a voice at the table with respect to guidelines, budget setting, target setting and program development.

MR. BRETT:  So are you saying to me that you didn't do this because other stakeholders didn't ask you to do it?

MS. OLIVER-GLASFORD:  I wouldn't characterize it that way.  I would say DSM has evolved through a meeting of the minds and what is seen to be feasible and appropriate for our customers and to provide the most value for our customers.

MR. BRETT:  Thank you.  But surely, surely, you're the leader.  Enbridge is the leader.  It's your program.  Wouldn't the responsibility be on you to ensure that, given the fact that your system, your distribution system is designed on a peak-day, peak-hour system, wouldn't it be incumbent on you to put your program through the screen of to what extent it adopted or it affected the peak hour?  And if it didn't, to make corrective suggestions, which you would then make, presumably to your collaborative, and explain the importance of them to the collaborative?  Wouldn't that be your responsibility?  It sounds like your sort of -- well.

[Witness panel confers]


MS. OLIVER-GLASFORD:  A few points here.  I guess it's standard practice in the utility world to design and measure and deliver programs that impact annual savings.  That seems to be the commonplace.  In fact, I'm not aware of any DSM programs that do actually target programs for peak load.

In addition, what we're talking about here is one of the big priorities for the ratepayers in particular has been cost-effectiveness.  In order to start making the enormous changes that you are referring to, to completely overhaul our DSM approach, it would require a lot of spending in order to understand the various load profiles for the different technologies -- we talked about the data enabling and smart meters -- that we don't have for natural gas in this jurisdiction.

So there's a lot of pieces there that would entail a great deal of cost, a great deal of research.  And that just has never been something that anybody has particularly asked for.

I might also like to point out that in the original EBO-169 it was a point of discussion that we would look at demand within the supply-side mix, if you will.  And my understanding is that the Board at that point determined that they were not going to pursue it and that it would be a subject for a later discussion.

MR. BRETT:  Are you aware of the work that's been done by, among others, Consolidated Edison of New York on targeting, in part, their DSM program to address opportunities, specific concrete opportunities to reduce the amount of distribution capital expenditure necessary?  Are you aware of that effort?

You mentioned that you weren't aware of anything in the DSM world that was doing -- was going in this direction.  That's one example that I just would like to ask you if you aware about and have assessed.

MR. FERNANDES:  Can you clarify?  Con Edison runs both electric and natural gas.  Is it on the natural gas?

MR. BRETT:  These programs that I'm speaking of are both for the electric and the gas, as I understand it.

MS. OLIVER-GLASFORD:  I can't speak to how Con Edison is enabled, so I can't speak to whether they've got any kind of metering or different technologies that we don't have here.  So that's a big piece of the puzzle.

But I would say that we know that our demand is seasonally focused, and so as a result our portfolio is focused on winter reductions.  Implicit in how we've built our programs, that's really what's important to us in our demand development.

MR. BRETT:  There may be a bit of a false -- you speak of the need to -- for a wholesale revaluation or a reworking of your program and an awful lot of work and effort and study and analysis.  But is it not the case that some of the programs -- and as you know, BOMA has not -- BOMA has been to a considerable degree a supporter of the sorts of programs you have, insofar as they go.

So -- but is it not the case that some of the programs that you would have or some of the initiatives that third parties are making in Ontario also have an effect?  They have an effect both on annual demand and on the peak hourly demand?

And let me give you an example.  The example that comes to mind are the building codes.  Would you not agree that the recent amendments to the building codes, the new 2006 building code and the further changes to the building code effective 2009 -- which included, as I understand it, among other things a requirement for a near full basement height insulation effective December 31st, 2009 -- a measure like that or a code with measures of that nature, unless I -- would you agree with me that those would reduce -- those reduce not just annual demand, but they reduce peak demand as well?  Hourly peak as well?

[Witness panel confers]


MS. OLIVER-GLASFORD:  Yes, and I believe that we talked about this a little bit yesterday, was really the fact that we don't have that verified link between annual and peak demands.  Perhaps you're accurate, but we don't have the verified means or the research to indicate what that relationship between the demand reductions on various technologies and approaches would be.

MR. BRETT:  Well, that was my next question, was have you conducted or have you discovered any studies that document the impacts on building energy consumption, and including hourly peak demand achieved by recent code changes.  Have you got anything?  Have you got a study of that nature?  Have you done one, or have you been able to locate one?

MS. OLIVER-GLASFORD:  No, we don't, but I just would also add to my last response that things like building codes are built into the forecast, and that has been factored into the forecast.

MR. BRETT:  Well, that's interesting, but if you don't have any analyses of the extent to which the changes in the building codes and the rigour with which they have been enforced and the administration of those codes, if you don't have that kind of analysis, it must be somewhat difficult to build in an authoritative factor for the effect of those codes into your load forecast, would it not?

[Witness panel confers]


MR. FERNANDES:  I think we can look at what the process that was used, and Mr. Naczynski can speak a little bit more to that.  But we do take actual data into account and project that forward.  So for instance, things like a change in 2009 we believe is incorporated into the load forecast that we've used.

MR. BRETT:  All right.  Ms. Ramsay, you were with Enbridge up until about a year ago; is that right?

MS. RAMSAY:  Until -- officially until earlier this year; that's correct.

MR. BRETT:  All right.  And you're a senior advisor in their DSM group, have been for some time?

MS. RAMSAY:  Since earlier this year, correct.

MR. BRETT:  Yes, but prior to that you were involved with the DSM effort at Enbridge, if I'm not mistaken.

MS. RAMSAY:  Yes, from 2000 onwards.

MR. BRETT:  Right.  And yesterday we heard about a number of meetings that were held in 2011 and perhaps 2012.  We heard from Mr. Fernandes and Mr. Naczynski about these internal meetings that were held at Enbridge to plan the GTA project, and at those meetings one of the decisions that was taken was that DSM -- the DSM program as practised by Enbridge wouldn't have any relevance to the GTA project so it should not be considered as part of the solution.

Now, my question to you is, were you at those meetings, or was anybody else from the DSM group at those meetings?

MS. RAMSAY:  I was not at the meeting.

MR. BRETT:  You were not.  Mr. Fernandes, was anybody -- I take it you were at those meetings as a GTA project leader.

MR. FERNANDES:  I was; correct.

MR. BRETT:  Was anybody from the DSM group at those meetings on a continued basis or regular basis?

MR. FERNANDES:  No, they were not.

MR. BRETT:  Okay.  Mr. Naczynski, you yesterday spoke a little about -- just before I get into that -- I'll come back to you in just a moment, sir.  But there was some discussion yesterday about a statement made in the document which is entitled "Conservation First".  And I think that Mr. Elson referred to this.

"Conservation First" is a document that was put out recently this summer really by the provincial government.  Are you folks in the DSM group in particular aware of that document?  It was put out as sort of an add-on to the draft long-term energy plan.

MS. OLIVER-GLASFORD:  Yes, we're aware of that document.

MR. BRETT:  Okay.  And in that document -- I think this was mentioned yesterday, but in the introduction to it the government stated at page 1, and I quote:

"For every dollar invested in energy efficiency Ontario has avoided about $2 in cost to the electricity system."

Now, in your view, in your estimate as professionals in this area, is there any reason to doubt that the -- that statement could not be made equally for gas efficiency measures?

MS. OLIVER-GLASFORD:  There is no evidence to support that claim, and it is an electricity document only.

MR. BRETT:  All right, you're saying there's no evidence to support that claim in the gas sector?

MS. OLIVER-GLASFORD:  No clear evidence, no.

MR. BRETT:  Okay.  And have you done any kind of analysis to date to estimate the costs that would be -- to the gas system that would be saved by -- for every dollar invested in energy efficiency?

MS. RAMSAY:  This goes back to a point that we raised on Tuesday when we were on the panel, and it relates to the avoided cost calculation, and on the -- I can pull a reference, but there is an -- on the record a description of the avoided costs methodology that included the benefits of avoided system reinforcement, if you will.

MR. BRETT:  All right.

MS. RAMSAY:  And so that's what we have on the record, the most -- that's the current, I guess analysis.  And as I said on Tuesday, what the utility will look at doing now is, now that we are in a cumulative M-cubed environment and not the TRC environment for the utilities' performance incentive, in our next proceeding of multi-year plan, 2015, we will bring back to the Board -- we'll consider bringing back to the Board the proposal to reinstitute that calculation of avoided costs, bringing back into it the methodology of calculating the avoided -- the benefits to society of avoided distribution --


MR. BRETT:  This is the --


MS. RAMSAY:  -- resulting from the DSM initiatives, and through that calculation you could put a dollar relationship, as you've suggested.

MR. BRETT:  And is that -- is that --


MR. FERNANDES:  Mr. Brett, I think there is another important point on your question.  The fundamental difference between electricity and the gas system is electricity is a secondary source of energy.  So it fundamentally is different, in that it requires generation and generation assets, whereas natural gas is a delivery system.

So that is a huge difference in terms of the capital profile, and therefore the savings from peak are derived fundamentally from a different type of system, because it's the generation assets that are actually delivering a lot of those offsets.  So I think that's an important point.

MR. BRETT:  All right.  Mr. Naczynski -- just coming back for a moment, just to finish that point off, Ms. Ramsay, your -- I apologize, I need to refresh my memory on that quote, but effectively, when the 169 decision was made and for several years thereafter, you would agree with me that the externality, the external benefits were quantified?  Social external benefits were quantified as part of the benefit?  And then at some point, at some later date, that part of the analysis, as I understand it, was discontinued.  Does that ring a bell?

If it doesn't, you can just tell me, if you are not aware of it.

MS. RAMSAY:  Well, I think we need to be careful with terminology.  It wasn't social benefits.  The --


MR. BRETT:  It was external environmental benefits, as I understand it.

MS. RAMSAY:  No, external environmental benefits were never included.  They were considered early on in EBO-169 and there was a major study in terms of trying to quantify what those external environmental benefits would be, but in the end the Board decided on using the TRC test, not the societal cost test, and environmental externalities have never been included in our calculations.

MR. BRETT:  In the very early years you used to calculate CO2 reduction impacts, as I understand it.

MR. RAMSAY:  We calculate the --


MR. BRETT:  Both Union and Enbridge had threshold numbers that they use to make those calculations.  Now, are you saying to me that the Board never, even in its earliest case, after EBO-169 or in EBO-169 itself did the Board expressly rule out the use of those amounts?  Or did it simply -- or did it ask you to calculate them -- well, I guess I'm saying the same thing.  It certainly asked you to calculate them, did it not?

[Witness panel confers]


MS. RAMSAY:  To the best of our recollection, the Board had not requested us to calculate CO2 emissions.  We were doing that and recording it as an information for our customers and others who are --


MR. BRETT:  And have you continued to do that to this day?

MS. RAMSAY:  Yes.

MR. BRETT:  All right.  Mr. Naczynski, the -- you mentioned this yesterday, and I don't think you need to turn this up.  And I don't -- I'll just mention and take a minute on this.  I don't want to belabour the rules of thumb debate that we had yesterday.  But I do want to just get clear in my own mind.

At page 63 of yesterday's transcript, you were discussing the method that you used to estimate future peak-hour demand, and you said:

"At a very high level for the purposes here today..."

This is at line 7.
"...the derived peak-hour consumption, not only by particular customer type but also by geographical area, was determined by looking at individual customer consumption, monthly consumption from the billing, from the billing process, from the billing meters.  That was regressed against the number of the amount of heating degree days that you would experience in a given month."

So there are two questions.  First of all, there's a geographic -- what you are saying there is there is a geographic dimension to this; that is to say, you calculate, if I'm reading this properly, you calculate hourly peak demand forecasts for different parts of your franchise?

MR. NACZYNSKI:  So that's correct, Mr. Brett.  And we've provided that information in our responses to -- from the interrogatory responses to ED 13.  And in that ED 13, it does break down the various municipalities, if you will, in the GTA project influence zone.  And then it also shows in that table what the peak hourly loads are assumed, or what those calculations were for all the different building types -- residential, commercial, industrial, apartment, et cetera -- and extends those out over the course of this project.

MR. BRETT:  How many building types do you use exactly, when you're doing this?

MR. NACZYNSKI:  That information, again in ED 13, would be broken down into a residential building, a commercial building, an industrial, and an apartment.

MR. BRETT:  And you do it for each municipality in which you have a franchise agreement?

MR. NACZYNSKI:  That information is done for -- it may not be by each municipality and each franchise, but it would be broken out.

So for example, in front of you here, this is GTA-specific.  You can see the various areas that are in here, and this would be typical throughout the entire franchise.

MR. BRETT:  All right.  Thank you.  So that is how you -- so it's an aggregation process that you follow, and it's based on -- it's really based on existing data.  And so you assume -- and I'm not challenging this part -- you are sort of assuming that as new customers come on, they will have the same pattern, if you like, the same consumption pattern and the same -- and in terms of their peak-day, peak-hour requirement, the same general relationship between that peak-hour requirement and their otherwise billed consumption.  You assume that will be about the same as the existing base of customers, once you take into account the four different categories and once adjust for the heating degree days in each of these places; right?  Is that how you do it?

In other words, you assume -- I just want to make sure I understand how you strike a number for the -- each year of the forecast period for the peak-hour demand.  And I'm assuming from having read that paragraph that's about how you do it.

MR. NACZYNSKI:  So in developing that future forecast, we also looked at, and well, at a relatively small set of data points.  We also have what the derived peak hours were by those geographies, by those different customer types, and we look at a trending of what's happening.  Because you'll see in -- as you look at those numbers, there is some up and down, if you will, in those peak hourly consumptions.

We did respond to that as a part of an undertaking as well, too, at the technical conference.  In fact, Mr. Elson included some of those graphs in his compendium as well.

And we did look at if there was any increase or decrease in those peak-hour loads, and that information was trended out over the course of the project.  So it wasn't held constant.

And you'll see again from the response to ED 13, the numbers do have a slight decline in peak-hour consumption over the load forecast for the project.

MR. BRETT:  Are those, the rules of thumb that you were talking about earlier, these relationships, derived relationships from future past experience for various types of buildings?

MR. NACZYNSKI:  With respect to the peak-hour consumption that we've used and forecast for our network simulations.

MR. BRETT:  Yes.  Okay.  I think -- you can add to it if you like.  I think you've agreed with me, or I've agreed with you.

MR. NACZYNSKI:  With respect to peak-hour consumption.  This is not relating to annual consumption; this is the derived numbers for peak hour, which our system --


MR. BRETT:  We understand that.


MR. NACZYNSKI: -- is based on.

MR. BRETT:  The question was how you -- what the relationship of those -- all right.  So you are saying to me that the entire process is founded on an analysis of past peak-hour consumptions for different types of buildings for different numbers of degree days, and that you simply extrapolate that and you try and take into account any secular factors that might impact that?

MR. NACZYNSKI:  That's correct.

MR. BRETT:  Okay.  Thank you.  Those are my questions.

MS. CHAPLIN:  Thank you.

Mr. Quinn?  Twenty minutes, I believe?
Cross-Examination by Mr. Quinn:

MR. QUINN:  Yes.  Thank you, Madam Chair.

I want to start at the high level first, just to make sure.  Mr. Naczynski, I appreciate some of the simulations you've done in response to IRs or undertaking requests, and it has helped me to understand this better.  So I'm going to try to see if I can help other people by making sure I understand what you've provided.

So first off, and a very simple point -- and you don't need to turn it up, but the reference is in your A, tab 3, schedule 3, page 6.  I'm just going to read it for the record:

"The company analyzes its distribution system on a regular basis to assess its capability to meet anticipated future operating conditions.  At a minimum, the network must be capable of maintaining adequate pressures to meet all firm customer demands under peak-day conditions."

Now, stopping there, I read in "firm customer demands".  Is it a correct assumption that your design condition is 41 degree days with interruptibles off?

MR. NACZYNSKI:  I believe Nick -- sorry, Mr. Thalassinos, our chief engineer, spoke to that, that the -- our design standard that we employ does have interruptible customers on the system at peak day -- or, sorry, design day.

MR. QUINN:  So your design day has interruptibles on, not off?

MR. NACZYNSKI:  That's correct.

MR. QUINN:  Well, I can still work with that, but can you help me as an experienced simulator how that approach translates into practical effect as to when you turn your interruptibles off?

MR. NACZYNSKI:  So in a practical effect -- so also recognizing that there are the upstream components of that supply equation as well too, that our gas-control folks are dealing with intra-day and their abilities to take that supply for delivery on those peak conditions.

Also from a distribution perspective, however, though, we would leverage that interruptible capacity, if you will, on the system to be able to manage for upset conditions or other eventualities that would be on the system or could occur.

MR. QUINN:  Okay.  I'm going to have to work with that in the best I can.  But I think the best opportunity is, if we turn up JT2.25.  I think Ms. Adams hopefully will have that handy.  Thank you.

In this undertaking we had asked for a number of simulation runs and for both interruptibles on or off, so if we would turn now, then, to interruptibles on, which is table 1.  You're very familiar with this.  I trust that you -- this work was done under your supervision, Mr. Naczynski?

MR. NACZYNSKI:  That's correct.  This work was done under my supervision.

MR. QUINN:  Yes, and I think, for the benefit of the people, yes, if we could magnify it a little bit further.  I'm going to just walk through the columns.  On the far left-hand side we had asked for the current conditions, so this has your current operating conditions of Vic Square set at 450 and the inlet to the 26-inch pipeline at 375.

MR. NACZYNSKI:  That's correct.

MR. QUINN:  And that station B then as your control point is achieving a pressure of 244.  This was done -- this analysis was done then on a 44-degree day -- 41 heating degree days?

MR. NACZYNSKI:  That's correct; 41 heating degree days.

MR. QUINN:  Okay.  So this was telling for me, is -- when we move to the next simulation, which is in column B, it's basically current system without any of the segments added to it, but the operating pressures adjusted down to the pressures that you're -- in your evidence you're requesting the opportunity to reduce your operating pressures down to 375 and 275 respectively for the Vic Square and the 26-inch?

MR. NACZYNSKI:  That's correct.  So in essence, you see a 75-pound drop before you square results in -- let's call it a 100-pound drop at station B.

MR. QUINN:  Okay.  Thank you.  And I just wanted to get kind of the base case here:  Here's what we're operating today.  Here's what we would like to operate at.  And then it clarifies that your control point of -- at station B, which is a 148, that condition that you are trying to achieve is 225; is that correct?

MR. NACZYNSKI:  That's correct.  225 is station B.

MR. QUINN:  Okay.  So jumping over then to D, I was trying to break these between segment A and segment B to see what the effect is of what Enbridge is proposing here.  So in D what I asked you to simulate was segment B only, and in doing segment B only under the operating pressures that you would like to have in the future, your station B constraint of 225 is met at 231 pounds?

MR. NACZYNSKI:  So that is correct in unsteady state modelling.

MR. QUINN:  In unsteady state modelling.  Okay.

MR. NACZYNSKI:  Which I'll point out here.  So the information, absolutely, we'll work through this.  This is absolutely correct.  However, from a design standard perspective, as Mr. Thalassinos, I know, has been on the record, we use steady state within interruptibles on for design condition.  So I'll make that point this once and only time to that end.

MR. QUINN:  Okay.  And I appreciate the distinction.  But I guess, again bringing this into the practical effect, would you agree with me that segment B is predominantly the portion of your project that addresses your reduction in operational pressures?

MR. NACZYNSKI:  With respect to operational pressures, certainly.  segment B is providing that.  And of course, that is then outside of any of the upstream supply benefits or things if we look at the flows coming through Victoria Square.  But to your point, yes.

MR. QUINN:  Okay.  Thank you.  And that's where I'm going, because if you notice I skipped over C to go to D first, because D to me is your part of your project that is reinforcing your system so that you can reduce your operating pressures, and I've heard you agree with me on that.

But in C, going back to C, segment A only was run, and if you look at the pressure for segment A at station B you get 156 pounds, which is significantly lower than your design criteria of 225.

So would you agree with me that segment A then is more addressing your supply shift from Maple to Parkway?

MR. NACZYNSKI:  I can't agree with that, Mr. Quinn.  If we look at C -- if we look at B and C, the only difference in those two scenarios is the, obviously, the segment A pipeline, and you'll note that the control pressure at station B actually doesn't change.  In fact, segment -- the east-west portion of segment B is required to bring the gas -- to provide the takeaway capability from Albion and bring those volumes to our Don Valley line.

MR. QUINN:  Okay.  Well, I think we may still be agreeing with one another using different words, but I'm trying to establish -- segment A allows for gas to be accessed from short-haul pipe -- in other words, through Parkway -- as opposed to the gas being drawn from Maple.  Would you agree with that?

MR. FERNANDES:  I think what Mr. Naczynski is trying to say is that segment A does provide the direct access under the system from the western portion, but in order to shift it from the Maple or anywhere along TransCanada's line on the northern side of our franchise you have to break the east-west bottleneck or you can't push it across.

MR. QUINN:  Again, I think we're still saying the same thing, is that it's bringing your -- and I used the phrase a couple of times yesterday east-west, but really what we're talking about is a flow from the west to the east in this condition so that you can access, ultimately, gas from Niagara or Dawn, and that would make it into -- that gas would make it into the heart of your system.

MR. FERNANDES:  So you need segment A and the east-west portion of segment B to get it physically over to the eastern side, because there is a shift from Victoria Square.

MR. QUINN:  Okay.  Well, that is actually run in E.  We have segment B1 only, and B1 was what we broke out as the west-to-east portion of segment B, and that is -- or, sorry, results in a pressure of 219 pounds.

So segment B-1 on its own will not be sufficient to meet your operating pressure conditions; is that correct?

MR. NACZYNSKI:  Mr. Quinn, segment B1 -- let's make sure everybody is clear.  This is referring to the north-south section of segment B?

MR. QUINN:  Okay.  I had read that as the east-west, but you are saying it is the north-south section?

Maybe we can do it this way, because where I was going with some of this to make sure we establish clarity between the different segments A and B and in this case B1, what would really have helped, if Enbridge could provide through undertaking the flows that come from the Victoria Square?  If you realized -- down below you'll recognize Albion, Keele.  You provided a number of flows under the different operating conditions, but for Vic Square there's no flow provided.

So if you could provide the flow from Vic Square and through the 26-inch under each of these conditions, I think what we'll see is a breakdown of where the flow is coming from, and I think that will validate some of what I had provided before.  Do you see what I mean, Mr. Naczynski?

MR. NACZYNSKI:  Yes, no, I see what you mean there, and we can undertake to do that for you.

MR. QUINN:  I think we have enough on the record.  I want to break this down.  I think it's helpful for everybody to understand the different segments.  You presented it as a whole package and I understand how the benefits come together as a whole package, but in some ways each segment has contribution, a greater or lesser contribution to either operating pressure or gas supply flow.  And that's what I'm trying to establish.

MR. NACZYNSKI:  We can take that.

MR. MILLAR:  J7.1.
UNDERTAKING NO. J7.1:  EGD TO PROVIDE AN UPDATE TO JT2.25, PAGE 3 OF 8, TABLE 1-FRPO5 TO INCLUDE FLOWS FROM VICTORIA SQUARE AND THROUGH THE 26-inch PIPE IN EACH SECNARIO OF CURRENT TABLE.

MR. QUINN:  Thank you.  Then I want to turn -- and I respectfully do this, Mr. Elson, because you had spent some time with the panel the other day.  And I don't think this is going to challenge anything that you had put to the panel, but the -- as you spent time on the interrogatory response Environmental Defence No. 5 -- I'll give you the full reference.  It's I.A4.EGD.ED.5.  I don't know if -- thank you.

On the -- I think it's the third page of that interrogatory there's a table.  Right there.  There's the table.  If you could expand the table?  Yes.  Thank you.

Mr. Elson had brought this to your attention and spent some time discussing the table with you.  What I'm trying to draw your attention to is there seems to be an anomaly in the data, and I want to make sure, for the record, things are clear in terms of the data that we're relying upon.

So if we focus just on 2010-11 and '11-'12, something seems to be occurring between the commercial and industrial loads that didn't come out in your discussion with Mr. Elson.

If you'll see the commercial load, if you walk across from the previous years, is 89, 90, 91, 90, 90, 111.  Similarly, industrial load focuses in that 352, 358, 336, 311, but then drops down to 184.

Was there in some way a reclassification of your commercial and industrial customers that occurred in 2011 that would speak to that anomaly in the data?

MR. NACZYNSKI:  Yes, Mr. Quinn.  And you'll note that the deltas or the change that exists in there is almost equal and opposite when you've done the calculations.  And that had to do with a reclassification within the billing system of what was a commercial versus an industrial.  And that, then, had the effect of shifting, I guess, about 110,000 cubes over the whole system from one class to the other.

MR. QUINN:  Okay.

MR. FERNANDES:  That's one of the reasons why disaggregating and then trending can be problematic.

MR. QUINN:  I think fundamentally, Mr. Fernandes, it's important that when there's anomalies in data like that, that it's brought out, because otherwise it look like -- especially if you are comparing 2011 to a five-year history, it's an aberration.  And I didn't want any conclusions drawn from data that wasn't seen holistically in terms of what total demand is, because net-net, the total load shows the picture, as opposed to the individual sectors of your load in that table.  Would you agree with me on that?

MR. FERNANDES:  You are absolutely correct.

MR. QUINN:  Thank you.  Lastly now, we have spent a little bit of time on this but it's been phrased in different ways.

Portlands Energy Centre certainly has a big impact on your ability to meet your operational pressures in the downtown.  And there was some discussion about an interruptible rate, and I respect the contract is firm.  The Portlands Energy Centre has invested in the pipe that provides the firm service.

But I wondered if you could speak to a different concept.  Instead of assessing the ability to interrupt Portlands Energy Centre, has Enbridge considered the possibility of creating some form of, like, a demand response rate for Portlands Energy Centre?

In other words, incenting them to be able to remove themselves from the system under peak-day conditions, or when Enbridge requires the additional load in the downtown?

[Witness panel confers]


MS. OLIVER-GLASFORD:  I'll give my perspective on considering it as a demand response initiative.  When we look at interruptibles considering PEC, it certainly wouldn't be TRC-positive, given that the alternate fuel would be less favourable -- oil, for example -- in a profile situation.

MR. QUINN:  You may be jumping ahead and narrowing the possibilities.  I'm clearly just asking:  Could Enbridge consider, if you looked at it from an avoidable infrastructure cost, what the value would be to Enbridge to be able to remove a significant load from the system, thus avoiding facilities and turning some of those avoided dollars into a demand response payment to Portlands Energy Centre to make it commercially viable from their perspective?

MR. FERNANDES:  I don't believe we've evaluated that exact scenario, but I think we have said on the record that the capability that we're proposing would allow us to have reduced pressure throughout the winter.  And that does impact, not just a short number of hours, our ability to serve Portlands; it would be for an extended period of time.

MR. QUINN:  I understand.  And that's your proposal and that's your evidence, but I guess would you undertake to evaluate the potential of a demand response rate for Portlands Energy Centre?  Even to calculate what that would look like in terms of avoided facilities?

MR. STOLL:  I'm hesitant to jump in here, but I think Mr. Quinn's basically asking for us to look at some sort of or speculate on some sort of new rate.  And like the witnesses said, we haven't considered it.  So I don't know how we would be able to give that undertaking and -- let alone give it in a meaningful time for this Panel to hear, and be, like, prior to the evidence closing.

Because we'd have to develop a number of things in order to develop a rate, a number of assumptions.  I'm not sure how that is going to be helpful in this scenario.

MR. QUINN:  I understand the complexity.  What we've been hearing with a number of days with Enbridge is there's a package of solutions.  Some people would suggest DSM is part of the solution, some people say it's infrastructure necessary for operating conditions.  I was trying to think outside of the box, to say if the real challenge is getting gas down to the downtown, you can either raise the bridge or lower the river; in this case here, looking at the possibilities of a demand response rate calculated on the basis of avoided facilities cost.

So I think under an avoided facilities cost, they may be able the calculate how much infrastructure would be able to be saved and what would that look like on an annual basis for savings.

Maybe that's the question, whether it can be developed into a commercially viable rate for Portlands Energy.  Obviously they have invested already.  I'm challenged -- and I understand Mr. Stoll's point that to effect negotiations and to work in to a reasonable solution it may be difficult.

But I guess maybe if I could ask the witness panel:  Would you be able to calculate the annual revenue requirement associated with avoided infrastructure if you're able to turn Portlands Energy Centre off in the winter?  Sorry, during peak days.

MR. STOLL:  If it's a purely economic question, I think that would be a panel 3 type question that would respond to it.

MR. QUINN:  I can defer that to panel 3, and possibly I can formulate it in a way that is acceptable to Enbridge.

MS. CHAPLIN:  That will be satisfactory.  Thank you.

MR. QUINN:  And those are my questions.  Thank you very much.

MS. CHAPLIN:  Thank you.  Mr. Wolnik, does APPrO have some questions?
Cross-Examination by Mr. Wolnik:

MR. WOLNIK:  Yes, Madam Chair, we do have a few questions.

Panel 2, John Wolnik with APPrO.  I wonder if we could pull up BOMA 25 D, Exhibit I.A1.EGD.BOMA.25.  There's a table on page 2 that I was interested in.  We looked at this briefly last day with the prior panel, and this really talks about system capacities under various design conditions, right?

MR. NACZYNSKI:  That's correct.

MR. WOLNIK:  And I'm interested in the second-last column.  There's a capacity increase in 103 m3 per hour, and I'm interested in the conversion of the capacity into tJs per day.  When I do the calculation for the top row, for the 225, I don't get 170, I get 203.5.


So can you comment on how you get from a cubic metre per hour to tJ per day?

MR. NACZYNSKI:  So that's a calculation -- I think what you may have done -- are you assuming a 24-hour day or a 20-hour day?

MR. WOLNIK:  The last time I checked most days had 24 hours.

MR. NACZYNSKI:  Okay.  Absolutely fair.  No, that's an absolutely fair calculation, a fair response.  Our system, as we've mentioned elsewhere in evidence, is that it's not a consistent or level of volume that goes through our system in any given day, so it's important to note on the distribution system that we have a peak of approximately 20 percent.


And you'll note -- so for example, the table or the attachments in this particular response from BOMA 25 are those peak-hour volumes that you would see anywhere on the system.


It wouldn't be appropriate for us to take those volumes and multiply them by 24, because then you would end up with very, very large or not really representative daily flows on the system when we start talking about how much gas the entire system will consume on any given day, so the conversion here is based on what the throughput we would see on a daily basis.  We've tried to take that peak-hour number.


So if we look at the top row on the station B capacity, the 103 m3 cubic metres per hour, so that would be -- at, for example, eight o'clock in the morning, under "peak day" -- sorry, on a design day at a peak hour, what we would expect the capacity deficit to be -- so that is how much gas would have to magically appear at station B at that point -- so that would be our deficit.


When we extrapolate that out to a full day we would use a 20-hour day to do that.  So that conversion from 225 to 170 is really taking 225, multiplying it by 20, and then converting from cubic metres to terajoules, and that will give you the 170.

MR. WOLNIK:  So I guess you've really kind of gone to the heart of the question here.  Really, the last column is not capacity, it's demand; is that correct?

MR. NACZYNSKI:  The last column is the capacity increase that we're seeing as a result of those facilities.  So with the -- so the capacity increase that you are seeing -- so, for example, the third column, the 225 103 m3, is -- because you're at a deficit already, it's the negative 15 plus the 210 to equal 225.  That's where that number comes from, to try to -- on a peak hour at eight o'clock in the morning at design-day conditions it would be -- 225 would be the increase.

MR. WOLNIK:  Right.  No, I understand all that.  I really was just trying to focus on the difference on how -- your conversion from peak-hour to peak-day volumes, and I think you've indicated that these reflect the variability and demand of heat-sensitive customers throughout the day;
correct?

MR. NACZYNSKI:  That's correct.

MR. WOLNIK:  Okay.   So all I'm -- and I think you indicated that when you recognize that heat-sensitive customers don't use gas on a continuous basis throughout the day, there's many times of the day they don't use it at the peak-hour rate, so the demand is actually less by about 20 percent, correct?

MR. FERNANDES:  If you -- I think what's being said is the peak hour -- if you were to convert to peak day you're not going to account for 24 hours, you're going to account for 20 hours.  That takes into account the variability of that demand in those hours within that peak day.

MR. WOLNIK:  But in terms of the -- in terms of the capacity of the pipe, that doesn't change; right?  It's constant throughout the day.

MR. NACZYNSKI:  The capacity of the pipe, the infrastructure that exists, would remain, obviously, the same throughout the day, but at those peak times we have to make sure that we can get the gas down at eight o'clock in the morning as well.

MR. WOLNIK:  Right.  But the capacity of the pipe is constant throughout the day, regardless of when it's used?

MR. NACZYNSKI:  I would agree with that.  The pipe is still the pipe, even at noon, rather than eight.

MR. WOLNIK:  And your heat-sensitive customers don't use that capacity consistently throughout the day.  That's the point that I'm making.

MR. NACZYNSKI:  That's absolutely correct.  Yes.

MR. WOLNIK:  And the difference, if I were to do -- I think you indicated if I were to take the average of -- the average -- or the ratio of the average hourly demand over the peak hours, about 80 percent -- I think you indicated that.

MR. NACZYNSKI:  That's correct.

MR. WOLNIK:  Thank you.  I had asked a question of the group yesterday, and I think, Mr. Naczynski, you were just kind of leading on to that now.  And they punted that question to you, so maybe you have a heads-up.  And the question really goes to sort of the transient conditions of the system.  And I understand the peak -- you design your facilities on a peak-hour basis.  I understand that.  And there are these variability and heat-sensitive loads throughout the day.  I understand that.  But -- and you need to get, as you just indicated, that peak hour to that station at eight clock or whatever the right time is of the morning.


So the question is, when you model your system on a transient basis to reflect the system requirements throughout the day for the heat-sensitive customers, does that in fact take away capacity that otherwise would be available in order to manage the transient conditions for heat-sensitive customers?

MR. NACZYNSKI:  Let me restate, just make sure I understand your question.  Does the modelling in transient reduce the capacity for all the other customers?

MR. WOLNIK:  Or use it up in some way?  Do you need to make an allowance in the system capacity to take into account the fact that, you know, under these transient conditions you need to use a portion of that pipeline to build up that pressure, you know, for eight o'clock that Monday morning at station B?

MR. NACZYNSKI:  So again, just to preface, so we do, as you mentioned, our system design based on steady state modelling.  However, for unsteady state modelling or the transient modelling, we use them interchangeably for the purposes of today.


During that modelling we use average daily flows on the system and then apply a profile to those loads, so when we do a transient model it is over a 24-hour day and also leverages and takes into account all the line pack that would be on the system.


So in fact, I would actually state the opposite to what you're saying.  A transient model actually would be less conservative than a steady state model and would actually indicate perhaps higher pressures on the system at those peak times, and I see Mr. Quinn nodding with me there as well too, so...


MR. WOLNIK:  Is he giving evidence on your behalf there?

[Laughter]

MR. NACZYNSKI:  Two blinks for yes?

MR. WOLNIK:  Okay.  So if I can just restate that to make sure I understand it, what you are saying is when you do your transient modelling it doesn't require more facilities to facilitate whatever comes out of that transient model.  Your peak hour -- sorry, your steady-state peak-hour design criteria is the governing factor in terms of sizing the system, looking at the pressure conditions in the system, et cetera.

MR. NACZYNSKI:  That's correct.  The steady state analysis would govern that design.

MR. WOLNIK:  All right.  Thank you.  Those are my questions.

MR. FERNANDES:  Can I actually add to that, Mr. Wolnik?


MR. WOLNIK:  Sure.


MR. FERNANDES:  I think in your own compendium you highlighted the EN Engineering report.


MR. WOLNIK:  Yes.


MR. FERNANDES:  And that was a third-party validation of the supply and reliability of supply into the GTA.  So I would encourage people to look at it.  But the part that you highlighted, they stated the peak-hour average is approximately 20 percent greater than the average hourly flow inherent in the basic design, and some margin of redundancy which provides limited flexibility to shift supply points -- or shift between supply points, sorry, with few supply points and a large concentration at a single point, this limited flexibility is reduced further.  So I think that is a non-system-analysis way of describing it.

MR. WOLNIK:  Right.  Thank you.  That is helpful.

MS. CHAPLIN:  Thank you.  Mr. Rubenstein?

MR. RUBENSTEIN:  I have no questions for this panel.

MS. CHAPLIN:  Anybody -- Mr. Millar, do you have some questions?  Does anyone?

MR. ELSON:  Madam Chair, with leave of the Board, I would appreciate the opportunity to ask this panel how many cubic metres per hour they can achieve from interruptibles.  I was surprised, as Mr. Quinn was, that that wasn't included in their design day.  It's just a very simple question, which I've actually already stated.

MS. CHAPLIN:  That would be fine.


Can you answer the question?

MR. NACZYNSKI:  So let me -- subject to check, the amount of interruptible volumes are approximately 50 103 m3 cubic metres on a peak hour.  We'll validate that for you.


MR. ELSON:  Thank you.

MS. CHAPLIN:  Mr. Stoll, do you have any re-examination?

MR. STOLL:  No, I don't.

MS. CHAPLIN:  And the Board Panel has no questions, so this Enbridge panel is excused with the Board's thanks.

The next panel is the Green Energy Coalition/ Environmental Defence, so we'll take the break now to give the witness panels an opportunity to move and everybody to move where they are if they wish.  So we will break for half an hour.

--- Recess taken at 10:08 a.m.

--- On resuming at 10:38 a.m.

MS. CHAPLIN:  Please be seated.

Are there any preliminary matters before the panel is introduced and sworn?  No?  Okay.  Is it Mr. Elson or Mr. Poch going --


MR. POCH:  We're going seriatim.  We've combined in the interests of speeding the hearing along, and as the panel will be aware, the witnesses did have an opportunity to interlace their efforts at some -- to some limited extent.

So if I could just introduce Mr. Chernick, Mr. Paul Chernick, and Mr. Chris Neme, and ask that they be sworn, and perhaps my colleague can do the same.

MR. ELSON:  I could, of course, introduce Ian Jarvis and Wen Jie Li from Enerlife Consulting and ask that they be sworn.
ENVIRONMENTAL DEFENCE/ GEC – PANEL 1


Ian Jarvis, Affirmed

Wen Jie Li, Affirmed


Chris Neme, Affirmed


Paul Chernick, Affirmed

Examination-In-Chief by Mr. Poch:

MR. POCH:  Mr. Neme, perhaps we'll start with you.  You're the author of Exhibit L.EGD.GEC.2 and their related interrogatory responses?

MR. NEME:  Yes, I am.

MR. POCH:  And you adopt them in your evidence in this proceeding?

MR. NEME:  I do.

MR. POCH:  Your curriculum vitae appears as L.EGD.GEC.4; correct?

MR. NEME:  Yes.

MR. POCH:  I see you've worked in numerous jurisdictions in the United States, Canada, and Europe?

MR. NEME:  That's correct.  Approximately 25 different states.

MR. POCH:  Is your microphone on?

MR. NEME:  Okay.  Sorry.  Approximately 25 different states, several Canadian provinces, and several different countries in Europe.

MR. POCH:  And I note that you've filed testimony, by my count I think, at least 18 cases before this Board, and appeared as an expert witness before this Board on numerous occasions?

MR. NEME:  That's correct.

MR. POCH:  And your expert testimony in those cases has been on matters of conservation policy, program design, program delivery, and evaluation in both electricity and gas cases?  Am I correct?

MR. NEME:  That's correct.

MR. POCH:  I understand you're familiar with Enbridge's DSM programs as a result of your participation in DSM collaboratives and as an appointee of the various intervenor groups to the audit committees over the years and, most recently, to the technical advisory committee?

MR. NEME:  Yes, I've been involved in the various collaborative consultative processes, going back to the very first DSM efforts in 1995.  I've been on one or both of the two utilities' audit committees, I think every year but one since the year 2000, and I currently serve on the Enbridge audit committee and on the technical evaluation committee, in both cases elected as a representative of the broader stakeholder group.

MR. POCH:  All right.  And when you say "elected", you're saying elected by the breadth of intervenors?

MR. NEME:  Correct.

MR. POCH:  Thank you.

Madam Chair, I would ask that Mr. Neme be qualified as an expert in the area of conservation policy, program design, program delivery, and evaluation.

MS. CHAPLIN:  Are there any questions or submissions from counsel?

MR. STOLL:  I talked to Mr. Poch beforehand.  I have no issues with that qualification.

MR. POCH:  Mr. Chernick, you are the author of -- Madam Chair, is that acceptable to you?

MS. CHAPLIN:  It is.  Thank you, Mr. Poch.

MR. POCH:  Most importantly.  Mr. Chernick, your evidence is L.EGD.GEC.1 and related IRs, correct?

MR. CHERNICK:  Yes.  Yes, it is.

MR. POCH:  And you adopt that as your evidence in this proceeding?

MR. CHERNICK:  I do.

MR. POCH:  And your CV appears as L.EGD.GEC.4?  Am I correct?

MR. CHERNICK:  Yes.

MR. POCH:  And I see you've testified in over 250 occasions on utility issues before various regulatory, legislative, and judicial bodies, including in five Canadian provinces; is that correct?

MR. CHERNICK:  Yes.

MR. POCH:  And you filed testimony or appeared as an expert witness before this Board on approximately a dozen occasions?

MR. CHERNICK:  Something like that, yes.

MR. POCH:  Am I correct that your expert testimony has centred on matters of regulatory economics and with respect to integrated resource planning?

MR. CHERNICK:  Yes.

MR. POCH:  And assuming my friend has no objection, Madam Chair, I would ask that Mr. Chernick be granted status as an expert witness in those two areas.

MR. STOLL:  I don't have any objection.

MS. CHAPLIN:  The Board accepts him.

MR. POCH:  Thank you.

Perhaps I'll carry on with chief for these witnesses before my friend begins.

Mr. Neme, let me start with you again.  On the stand on Tuesday Ms. Ramsay for Enbridge stated that some years ago the company stopped including the distribution component of avoided costs in its cost-effectiveness screening for DSM, and she indicated that it was her recollection that that had been discussed with other parties in the stakeholder collaborative process.  Do you have a recollection of such discussions?

MR. NEME:  No, I do not.  As I indicated, I have been pretty intimately involved in those discussions for quite some time.  I don't attend -- I haven't -- wouldn't claim to have attended every single consultative meeting, but I did confer with Mr. Millyard, who usually attends them when I don't, and he had no recollection of that conversation either.

MR. POCH:  Had you been aware of such a proposal would you have objected?

MR. NEME:  Yes, I would have, for several reasons.  First, as I understood Ms. Ramsay's explanation, the underlying rationale for excluding the capital costs of distribution upgrades from avoided costs didn't make sense.  Her explanation was that because the company has the opportunity to earn incentives -- or rewards for shareholders, if you will -- if they make the capital investment, that it would be inappropriate to include the avoided costs for those things in cost-effectiveness screening when at the time the utility was earning shareholder incentives for DSM based on the magnitude of the TRC net benefits.

And implied in that was that there might be some sort of double-collecting by shareholders of incentives, and almost by definition there couldn't be.  Either the company would build a distribution project and earn its rate of return on that project or, if it did enough DSM to defer the project, it wouldn't build the project or it would build it later, and would instead earn a shareholder incentive related to the net benefits associated with that deferral.  It's one or the other.

That's one problem.  The other is that by then excluding the benefits of deferral of capital projects on the distribution system, the avoided costs inherently understate the economic benefits of DSM.  That means that it might have rendered some efficiency measures or programs that might have been considered for implementation to be cost-ineffective when they really were cost-effective.  It kind of distorts that whole view of things.

And then I guess finally the point I would make is that in the most recent natural gas DSM guidelines adopted by the Board, the Board made clear that avoided capital costs ought to have been included.

MR. POCH:  All right.  The company also said through its witnesses that they feel they can't count on DSM to address capacity issues, because they don't have data on the relationship between annual energy savings and peak-hour savings.  How do you respond to that?

MR. NEME:  I would say several things.  First, although the company devoted some portion of its discussion of DSM as an alternative to the potential that some efficiency measures might actually exacerbate peak, when pressed on the issue it became clear that it's a very small number of measures which, by my estimation, account for a de minimus portion of the savings that the company has historically been getting across its whole portfolio.

Secondly, so we know that the vast majority of efficiency measures that they promote through their programs will provide benefits both annually and at the time of peak.  It's probably true that some of those measures will provide disproportionately more benefit on peak than annually, some less benefit on peak than annually, and others, particularly measures like more efficient heating equipment, the ratios are probably pretty proportional.

So on average, absent better information, it's a reasonable assumption to assume that proportionality exists.

Now, I will also add that to the extent one wanted to test this further and to the extent the company would have discomfort with that kind of assumption, there are well vetted, off-the-shelf building simulation, hourly building simulation modelling tools, that are used across the industry to assess impacts not just annually, but at different times of the day and in different seasons for different types of efficiency measures.

But one doesn't need to go out and extensively meter everything to get a good insight into the question of what the impacts might be at different times of the day for different types of measures. That analysis could have been undertaken.

MR. POCH:  The company says that your comparison -- in particular they made a particular point that your comparison to Vermont Gas savings levels was perhaps misleading because Vermont Gas numbers, according to Enbridge's witnesses, are gross savings whereas Enbridge's are net.  And Ms. Ramsay, I think, indicated that there would be a 35 percent difference in Enbridge's case between net and gross, and that if you compared Enbridge's gross to the Vermont numbers, they would be roughly similar.  How do you respond to that?

MR. NEME:  I would say a couple of things.  First of all, she's incorrect.  The Vermont Gas numbers are indeed intended to be net numbers.

MR. POCH:  Let me just stop you there.  Did you verify that after --


MR. NEME:  I did.

MR. POCH:  Thank you.

MR. NEME:  I did.  And then I guess the second thing I would say is that even if that weren't true, there's a big problem with potentially comparing Enbridge's gross values to the gross values of some of the other utilities that I've cited in my evidence.

And the reason for that is that Enbridge's programs, particularly those targeted to the commercial and industrial sectors, offer very low financial incentives to their customers.  And while, to be sure, the level of financial incentives are not the only thing that affect what is commonly called free ridership -- the number of customers that would have done it anyway -- it is also true that the lower your incentive as a fraction of incremental cost, in general the higher the free rider rate will be.

And Enbridge's financial incentives to their commercial and industrial customers are much lower than the range of utilities that I've looked at.  In some cases they are five -- the other utilities are offering three, five, 10 time greater financial incentives per unit of savings than Enbridge is.

MR. POCH:  I take it from that that these other utilities would tend to have much smaller spread between net and gross?

MR. NEME:  That's correct.

MR. POCH:  Now, the company also said that, apparently to support the proposition that it would be difficult to achieve conservation, that they had underspent their budget in some years, or at least in one year.  How do you respond to that?

MR. NEME:  The notion that because you might have underspent your budget in one or two years, that that might somehow indirectly imply that you couldn't prudently spend more, makes no sense.

When you are -- when you start the year with a fixed budget, whether it's 10, 20, 50, $80 million a year, whatever it is, you design your programs -- in the financial incentives you offer, the types of markets you go after, et cetera -- you design your programs with that in mind.

So if you are -- if you have a relatively -- if you have a $20 million budget, you are going to design your programs, you're going to make sure that your financial incentives are such that the payment per customer multiplied by your expected participation would get you somewhere in the ballpark of $20 million.  Now, if you'd had a $50 million budget, you would have designed everything quite differently.

Then you get later in the year, and everybody's plans when they run DSM programs are always somewhat imperfect in terms of the accuracy of their forecast of how many participants they are going to get in each of various different markets.  You're trying to -- as you approach December 31st, the analogy might be you're trying to land that airplane on a runway, so that you are right in under the budget while still getting as much savings as you possibly can.  And sometimes you don't land it exactly so that it stops right at the edge of the runway.  You might land a little bit earlier or – especially if you're being a little bit conservative.

So again, the notion that you would -- because in a year or two you might slightly underspend your budget, that that implies that you couldn't spend more, it just doesn't make sense.

MR. POCH:  On the residential retrofits specifically, the company says that your forecast implies a 16 percent market penetration rate for residential retrofits over the 10- to 12-year period.  And that raised a red flag for them, given, as they indicated, they understood that significant past market penetration had been achieved by the federal ecoENERGY program and by high housing prices.  How do you respond to that?

MR. NEME:  Well, I say a couple things.  First, I've looked -- I have tracked -- I've tracked the progress of the EnerGuide for Homes program and the ecoENERGY program that succeeded it for quite a number of years.  I've looked at the data.  And recognizing that some of the participants in those -- in that program would have done whole building retrofits and some of them would have just replaced heating or cooling equipment, it's hard to say exactly what portion of the market has been treated with whole retrofits through the program, but it's probably reasonable to assume that it's on the order of five to six percent of the eligible market.

So that leaves still a quite significant amount of headroom.

And then I would also point, then, to the fact that, as noted in my evidence, there are a number of jurisdictions that are now or have in the recent past achieved market penetration rates on the order -- or comparable to and in some cases even a little higher than the one and a half percent per year that I assumed could be ramped up to over the course of three years.

So I'm not saying this would be a slam dunk, an easy thing they could do in their sleep.  It would certainly require some work, but other jurisdictions have done it, including Ontario, for that matter, where the -- at its peak the ecoENERGY program achieving market penetration rates on the order of two percent or better.

Ramping up to one and a half percent ought to be achievable.

MR. POCH:  Ms. Oliver-Glasford said that the company's current residential retrofit program is trending at a negative TRC, not cost-effective.  Would it make sense to pursue a significant expansion of residential retrofits if that was the case?

MR. NEME:  Well, first I'll observe that -- I did read that statement in the transcript on Tuesday, but I'll observe that there's actually no empirical evidence on the record to support that statement.  The only empirical evidence on the record on this program relates to the filing that the company did for its 2013 and 2014 DSM programs, which suggested the program would, in fact, be TRC-positive, it would be cost-effective.

The second thing I would say is that that even in that filing where the program was TRC cost-effective, roughly half of the costs of the program were associated with what you might call -- well, with non-incentives, with utility overhead, by which I mean not just administration management costs, but marketing and training and whatever other market development activities they needed to pursue.  That's quite a high percentage.

Now, it may be that part of the reason that percentage is quite high is that it's the early days of the program, and certainly as you move to scale to the kind of market penetrations that I'm talking about in my evidence, the amount of that non-incentive cost -- or the portion of the non-incentive cost as a fraction of the total TRC cost would significantly decline, which would make the program even more cost-effective.

And I guess I would say two other things as well.  The first is that you have to understand that the utility's pursuing a specific design to its program.  It's not necessarily the design that I would have preferred and probably quite dissimilar from the design that a lot of the leading, more aggressive programs are pursuing.

And then lastly, all of the cost-effectiveness analyses that have been done to date, as was noted earlier, have been done without any avoided costs associated with deferred capital investments on the distribution system.  And as Mr. Chernick has indicated, there is a significant value to such deferrals, so that would also tend to make the programs more cost-effective.

So for all of those reasons I believe it's eminently reasonable to assume that an aggressive residential retrofit program would be perhaps not -- in terms of the ratio, not quite as cost-effective as some of the industrial efficiency programs, but nevertheless quite robust, certainly sufficiently robust from a TRC cost-effectiveness perspective.

MR. POCH:  All right.  Thank you.

Mr. Chernick, turning to you, both Ms. Ramsay and Mr. Fernandes sought to compare the budget costs of the pipeline proposals in this case to the budget cost of DSM program expansion as proposed by both Mr. Neme and by the Enerlife witnesses.  Is that an appropriate comparison?

MR. CHERNICK:  That comparison would only be appropriate if it nets out the benefits of the alternatives.  The construction of 7-B-2, the north-south portion, for example, is primarily motivated by concerns with meeting load growth and maintaining adequate pressure at station B.

The proposed DSM programs would maintain the adequate pressure and also reduce Enbridge's requirements for purchases of gas commodity, pipeline capacity, and storage capacity, defer other Enbridge infrastructure projects, and contribute to reducing greenhouse gas emissions and thus meeting the province's greenhouse gas targets.

The DSM programs would more than pay for themselves in savings just of commodity and capacity, with the avoided facilities costs and greenhouse gas benefits being on top of that.

So even if the DSM program budget cost somewhat more than the pipeline, the net cost to the DSM would be much lower than the pipeline.

MR. POCH:  All right.  And on those extra benefits of GHG reduction, do you have any insight into whether the provincial greenhouse green reduction target of 80 percent by 2050 from 1990 levels is feasible without reductions in natural-gas use?

MR. CHERNICK:  Yes.  In response to the company's pointing to this as being a provincial target, rather than one specific to them, or to the gas industry, I looked at the data from the 2012 Ontario Greenhouse Gas Progress Report.  The provincial target for 2050 is an 80 percent reduction from the 176 megatonnes of emissions in 1990 to about 35 megatonnes by 2050.

As of 2010 emissions were 171 megatonnes, just a little bit under the 1990 value.  And from the page 40 of ED's cross document book, there's data that shows that about 26 percent of that 171, or 45 megatonnes, were from non-generation natural gas; that is, natural gas that's going through the LDCs to end-use customers.

So even in the unlikely event that all the other emissions were eliminated, including all the natural gas used in electric generation, all the coal, all the oil, all the transportation, Ontario can't meet its greenhouse gas target unless the non-generation natural-gas use is reduced by least 23 percent, because it's now about 45 megatonnes, and the total allowed is 35.

And of course, you're not going to meet a zero target for everything else, so the reduction would have to be even more than the 23 percent.

MR. POCH:  All right.  Now, the issue that has been discussed in this case about whether Portlands Energy Centre could be interrupted or curtailed or, as Mr. Quinn put it, offered a demand response incentive to deal with extremely cold weather, has come up, and the question is whether that could be done without endangering the reliability of the electric supply system at those times.

Do the IESO's comments and responses in this proceeding indicate that there would be a problem with electricity supply under those conditions?

MR. CHERNICK:  No, the electricity supply constraints in Ontario and in the Toronto area occur in the summer, not in the winter, when the gas system and in particular the load on the Don Valley pipeline peak.  The ISO has not identified any problem associated with serving winter peaks.

MR. POCH:  All right.  Enbridge has also asserted that -- and I'm quoting from the transcript, volume 5, pages 89 to 90 -- quote:

"TRC test benefits are being applied on the DSM side and not applied on the pipeline side."

And then they go on at page 93, and it's a bit of a long quote, but I think I'll read it in for everyone's benefit:

"We are mixing different cost-effectiveness tests, and looking at the avoided costs of the facility in different ways and applying it in different ways.  So if we were to follow the TRC test protocols, if you will, then the potential deferral of the facility would be brought into the TRC test in a somewhat different way than you are describing.  So what it seems that we're discussing in the cost-effectiveness is looking at it through one lens, through the ratepayer lens, and looking at it through societal lens, and then blending these two cost-effectiveness analyses, and that doesn't work."

Is that a valid critique of your analysis, Mr. Chernick?

MR. CHERNICK:  No.  Under the TRC one compares the cost of the DSM, whether those are expended by the utility or by participants, to the benefits of the DSM, primarily avoided commodity, supply capacity, and local T&D investments.

The DSM analyses by Mr. Neme, Ms. Li, and Mr. Jarvis compared the costs of the DSM to the company's estimates of the avoided commodity and capacity costs, only part of the avoided costs, ignoring the local T&D.  And the DSM was cost-effective, just based on that subset of the benefits.

And for segment B and other reinforcements I computed the additional value of deferring the investments which would be added to the avoided supply costs in evaluating the DSM.

I don't see any asymmetry of the cost-effectiveness analysis between DSM and the pipeline.  Enbridge may be confused because the TRC recognizes costs and benefits to participants in addition to those that flow through the utility.  But for a pipeline addition there aren't any participants.  So there isn't anything to add to either the benefits or the costs that flow through the utility.

So they may be correct in detail, but it makes no difference, because those participant costs on the pipeline side are zero, so there's nothing to add or subtract.

MR. POCH:  All right.  You've had a chance to review the transcripts, I understand.  Can you summarize your response to the major drivers as they have been presented in the oral evidence by EGD's witnesses?

MR. CHERNICK:  Yeah.  Yes.  Enbridge has articulated four concerns, as I understand it.  There's access to additional U.S. gas, which, as I point out in my direct, does not require segment B.  There's the issue of potential future decline in pressure delivered at station B under extreme conditions, which can be mitigated by DSM and other load reductions.  Third, there's Enbridge's sort of ad hoc decision that it would like to reduce pressure at Victoria Square and along the NPS 26 line.

Enbridge has been living with the 37 percent SMYS for the entire life of these pipes and maintains many other pipelines at the same pressure condition.

Enbridge appears to be meeting industry standards for integrity management, and does not appear to have any comprehensive plan or policy of lowering pressure on all of the lines in that category.

At points in the record, Enbridge asserts, as I understand it, that its proposal to reduce pressure on these two particular lines at this particular time was triggered by other requirements, by which Enbridge appears to mean the two concerns I just listed above.  But as I've explained, neither of those concerns, in fact, require segment B.

Finally, the company seems to be concerned that there's some possibility that TransCanada will reduce the capacity available on its Mainline due to the Energy East project and the -- it appears to me that the June TransCanada tariff filing with the NEB provided in Union's Undertaking 4.1 appears to guarantee that TCPL will retain sufficient capacity to serve contract load.

So none of the concerns really appear to require the construction of segment B.  And reading through the transcript, it looks to me like, in response to cross on one of those concerns, Enbridge's witnesses have often changed the subject, responding to a question about solutions to the low-pressure issue at station B by asserting that segment B2 is needed anyway to reduce pressure at Victoria station.

In addition to leaving a confusing record, I think Enbridge is engaged in circular reasoning, arguing that the decision to reduce pressure at Victoria station was triggered by the need for investment along the Don Valley to maintain pressure down at station B, but then arguing that even if that instigating event -- the station B pressure concern -- could be eliminated with DSM, the pressure reduction objective still justifies the pipeline.

It seems like Enbridge is saying that once it thinks it needs a facility involving a line above 30 percent SMYS, needs a facility -- some kind of investment for any reason, the pressure reduction justification then is triggered, and that once triggered, it persists and cannot be removed, so that the proposed project becomes irrevocable, even if the original justification disappears.

I just don't see that that position can be tenable.

MR. POCH:  On page 98 of volume 5, Mr. Fernandes states that serving the Don Valley line with U.S. gas from segment A, transmitted to Albion, then to Maple and then to Victoria Square -- so in other words, segment A without the B segments -- would require –- I'm quoting here, "...would require additional piping up to Victoria Square."

Have you seen any explanation from Enbridge Gas of why that would be necessary?

MR. CHERNICK:  No.  As I understand it, all the gas that goes to the Don Valley currently flows from TransCanada's Mainline from the north through Maple to Victoria Square.  So that would be coming from the north here down -- this is Maple, although not labelled on this particular exhibit -- and then flowing east to Victoria Square and down into the Don Valley line.

If segment A and an Albion-to-Maple line were built, then the gas would flow in from Parkway to Albion to Maple, and then along the same pipe.

So to the extent that Enbridge substitutes western Canada molecules along that pipe with U.S.-source molecules, I can't see any reason why they would require additional piping in that segment.

MR. POCH:  Finally, Mr. Chernick, I just want you to confirm, when you were retained for this project you weren't retained to look at the question of whether segment A is -- or the Union projects are justified, to the extent they are justified on the gas savings argument.  And all that was before the term sheet may have changed the landscape?

MR. CHERNICK:  Yes.  I was asked to look at the feasibility and benefits of avoiding additions through load reductions.  And since the justification for segment A and some of the other facilities had to do with switching gas supplies, it really wouldn't have been affected by load reductions.  And as I said in my direct, I therefore didn't take a position on those.

As -- I understand now that there is question about the magnitude of those savings, but that's beyond the scope of my testimony.

MR. POCH:  Thank you very much.  Those are my questions.  Thank you, Madam Chair.
Examination-In-Chief by Mr. Elson:

MR. ELSON:  Mr. Jarvis, you and your firm prepared a report and some interrogatory responses for this proceeding; is that correct?

MR. JARVIS:  That is correct.

MR. ELSON:  Do you adopt your report and your interrogatory responses as your evidence in this proceeding?

MR. JARVIS:  Yes, we do.

MR. ELSON:  And Mr. Jarvis and Ms. Jie Li's CVs have been filed.  I believe there is a copy on the dais.  And I don't believe it's necessary to mark them as an exhibit because they are already filed.

And I will go through some of your qualifications briefly.

Mr. Jarvis, you are a professional engineer?

MR. JARVIS:  That's correct.

MR. ELSON:  In particular, you are trained as a mechanical engineer?

MR. JARVIS:  Mechanical engineer, yes.

MR. ELSON:  Up until 1984, so I guess that was 1976 to 1984, you were a partner and director at Engineering Interface Limited?

MR. JARVIS:  That's correct.

MR. ELSON:  Could you briefly describe your role in some of the activities that you undertook there?

MR. JARVIS:  I was responsible for the newly formed existing buildings division.  We did some of the pioneering work around energy analysis of existing buildings.  The -- I think part of the highlight of that work -- and this was some of the beginnings of regression analysis and looking for meaning in utility billing data, in monthly billing data -- we presented our findings in Stockholm in 1981 at the International Energy Agency, the first time that kind of conversation had taken place, and has really taken root since.  And I think the greatest tribute we had was to be retained by Walt Disney World over the course of that period to actually tackle the energy efficiency in the pavilions down in Florida.

So it was quite pioneering work.  It was a good time.

MR. ELSON:  After Engineering Interface Limited, I guess up until 1999 you worked for Rose Technology Group.  Now, I said "worked for" and that's not the right term.  You were the president, chair and chief executive officer; is that right?

MR. JARVIS:  I became that position in the early '90s, yes.  In fact, we formed Rose Technology Group as a consulting firm in 1984.  Consumers Gas acquired the company in 1985, with the aim of turning it into an energy performance contracting firm.  There was a real interest in that time in this new breed of financing and guaranteeing the savings of projects.

And we bought the company back as a management team in 1993, from British Gas at that time, that owned Consumers.  Also in that period of time, we expanded the company across Canada into the United States, and looked at well over a hundred projects, well over a thousand buildings where we were engineering, analyzing, engineering, retrofitting and guaranteeing the savings in those facilities.

Again, the highlight for us was probably winning the Ohio University contract against all North American competition in 1998.

We sold the company to Synergy Corporation in 1999.

MR. ELSON:  What kind of staff would you have been overseeing in that?

MR. JARVIS:  In 1999 we had around 200 staff in eight offices across Canada and in the United States, and revenues of $52 million.

MR. ELSON:  And your business, in a nutshell, was finding savings from energy efficiencies for your consumers; is that right?

MR. JARVIS:  Finding and financing savings and guaranteeing the results of the financing could be secured, yes.

MR. ELSON:  Then you founded Enerlife Consulting in 2001?

MR. JARVIS:  Correct.

MR. ELSON:  Could you describe some of your work with Enerlife?

MR. JARVIS:  So the Enerlife, we created, building on the experience coming out of Rose Technology Group and I guess a growing understanding that it wasn't so complicated retrofitting buildings.  Achieving high levels of energy efficiency simply required integration of good operations and good design and good projects, and our intention within Enerlife was to create programs to take that knowledge and spread it across a fairly wide basis, so in a range of commercial building sectors to find partners to run programs, and essentially to help people improve themselves or help building owners improve themselves, and we still grounded that in working with a number of major building owners on -- directly on projects where we were, if you like, proving the concept and proving the metrics and proving the targets by working directly with individual owners.


MR. ELSON:  And so how many years have you been in the business of finding energy efficiency savings for companies and for organizations?


MR. JARVIS:  Do I have to answer that, Madam Chair?  I guess three decades is what sort of slips off the tongue these days, yes.


MR. ELSON:  Madam Chair, I ask that Mr. Jarvis be accepted as an expert in natural-gas demand-side management, and I can advise that I've spoken to counsel for Enbridge, who I don't believe has any objections to that.


MR. STOLL:  I don't have any objection.


MS. CHAPLIN:  Mr. Jarvis is accepted as a witness on that basis.  Thank you.


MR. ELSON:  Thank you.  And Madam Chair, with respect to Ms. Jie Li, she is here largely in a supporting role for Mr. Jarvis, and we don't propose that she provide opinion evidence on her own accord, and therefore I don't propose to qualify her as an expert.  Again, Enbridge agrees with this approach, and I believe it would be a more efficient way of proceeding, and therefore I would propose to move into a direct examination, subject to any objections from the Board.


MS. CHAPLIN:  That's fine.  Thank you.


MR. ELSON:  Mr. Jarvis, I would like to ask you some questions about Enbridge's critiques of your model, but perhaps before jumping into that we could go over an extremely brief summary of your evidence, and I would ask if you and the Board could turn up page 8 of your report.  And your report happens to be conveniently located in Enbridge's compendium, and so I apologize if I'm stealing Mr. Stoll's thunder, but perhaps it would be appropriate to mark that as an exhibit.


MR. MILLAR:  K7.1.

EXHIBIT NO. K7.1:  MR. JARVIS'S REPORT

MR. ELSON:  The Enerlife report is at tab 2 of the Enbridge compendium, conveniently reproduced in colour.  And if you could refer in specific to page 8.  Is it possible to pull that up on the screens as well?  Thank you.


Page 8 shows figure 5 from your report, which I believe is a key way to summarize the results.  Could you describe what the solid blue line and the dotted purple lines in this chart represent?


MR. JARVIS:  Yes.  The solid blue line is the median projection, the forecast natural-gas load growth, assuming median attainment, in terms of gas-efficiency performance in all buildings with the data we presented for commercial and apartment building sectors and Mr. Neme's evidence with residential and industrial.


MR. ELSON:  And the purple line?


MR. JARVIS:  The dotted purple line is the attainment of top quartile performance, which would project a reduction in gas throughput over time.


MR. ELSON:  And so those two lines include the commercial and apartment data that you have calculated, and you have also factored in the residential and industrial numbers from Chris Neme; is that correct?


MR. JARVIS:  That is correct.


MR. ELSON:  Could you explain to the Board whether and why you might think that top quartile results are attainable?


MR. JARVIS:  Yes.  The data we've been working with, certainly going back to 2006, but more substantially since 2008, with national programs with a focus on Ontario, because that's where we're based, has been collecting a lot of benchmarking information which is presented in the report that we provided, and when this was first published in 2006 for schools, so a project that the OPA funded, that was the first, I guess, shock to everybody, including ourselves, in terms of the kind of ranges for quite similar schools, in terms of just how much energy they were using, so the highlights from that particular study were across 42 new schools all built within the past seven years.


Electricity range was three to one.  The natural-gas range was four to one, between the best and the worst, the least efficient.  And water consumption was a five-to-one range.  And that really put the cat among the pigeons, in terms of what is going on out there, and that really began all of this work that's been progressing since through national pilot projects.


So the quartile levels have since become the standard that we've used, so the REALpac Race to Reduce where there's a white paper published.  It was a peer-reviewed paper that we prepared for the Real Property Association of Canada, for the commercial office building landlords.  The methodology and the metrics and the target-setting is set out within that.  More recently the town hall challenge was developed for national town and city halls.  The methodology again, peer-reviewed, is settled within there.


But I think for our own work, when we're working on individual projects, we've yet to -- we've yet to find a building that will not meet and exceed those targets.  We work more generally to the top decile level.


So I think the gas targets presented in these numbers have been pretty well road-tested, and to date we've not found a condition within buildings, notwithstanding the comments about the marathon runners and so on, we've yet to find buildings that cannot reach those kind of target levels.


Within our programs more and more participants are meeting and exceeding those levels as well, so it's a bit of a moving target, but it's been going on now for well over five years, and I think the process is quite robust.


MR. ELSON:  Enbridge's opinion is that the targets in your model are not attainable because they say your database is self-selected and "not indicative of what is happening in our marketplace".  Could you respond to that, including with respect to the representativeness of your sample?


MR. JARVIS:  Yes.  We look at that quite a bit.  Around 72 percent, I think, when looked at this last night, 72 percent of the buildings that we have in our data set are in Ontario, and we can't readily extract it, but we think that the majority of those buildings are in the GTA, so we think they are representative of the GTA, but when we put the data set across Canada together, there are no apparent regional differences, you know.  The schools in British Columbia, even though it's milder, when you adjust for weather differences, seemed to be just as inefficient as schools in Ontario, and so on and so on.


So we don't see regional differences.  But we do do correlation.  So as of a few months ago the federal government has rolled out a portfolio manager in Canada so we now have access to national data, a national database, and we've -- we were asked by Natural Resources Canada earlier this year to somewhat road-test portfolio manager for hospital and school sectors, and we're finding that the median hospital, you know, with the Energy Star 50 score hospital, is pretty similar to the median hospital with our data set, similar with schools, and similar when we're running office buildings the same way.


So we think data sets, once they reach a certain critical mass, they become pretty reliable.  They don't move that much over time as you add more building.  So we're pretty confident in the -- that the data we're presenting is representative both of Ontario and of the GTA area that this is subject to.


MR. ELSON:  And of course, your data set includes a large number of GTA-area buildings; is that right?


MR. JARVIS:  That is correct.  I think the largest group of buildings within there would be GTA, and the largest buildings -- the largest group of buildings and the largest buildings would be in the GTA.


MR. ELSON:  It was also stated that your forecast numbers are more of a technical potential and are not practically achievable.  Could you respond to that as well?


MR. JARVIS:  Yes, we saw that comment, and I guess it surprised us a little bit.  We completely understand and respect the history of DSM in Ontario and across North America, in terms of, when there weren't large data sets available to base projections and forecasts and business cases on, it made perfect sense to use engineering calculations, and it served the province well, and it's got us to this point.


The idea of it somehow moving to real empirical data, where you can look at the actual performance of buildings and make adjustments for material differences and then identify the savings that way, as opposed to projecting engineering calculations, we've always seen it, and I guess the folks that we talked to have always seen that this is moving us to a higher level of accuracy, a high level of dependability, and it also provides a management focus.  In other words, every building now has a potential gas savings attached to it that can be presented to the owner, that can be used on an ongoing management basis.


So we were surprised to feel -- or to hear the thought maybe this whole movement towards data and benchmarking that's got illustrated by, again, Energy Star in Canada and Green Energy Act, this move towards data-, evidence-based projection of savings potential and targeting for individual buildings would be less rigorous.  I believe this is far more rigorous and by far the most accurate way of moving forward.


MR. ELSON:  Thank you.  Enbridge also suggested that you wouldn't be able to sign up enough participants because the participants would not want to invest in energy efficiency or wouldn't be able to for one reason or another.


Based on your years of experience in the energy-efficiency industry, what would you say to that?


And I should add that other members of the panel are free to respond as well if they have comments, but I'm directing this in particular to Mr. Jarvis.


MR. JARVIS:  I think there's a few answers there.  One is the level of interest, significantly in part to the efforts of Enbridge.  And I think they've been very forward-looking in terms of how they have caught onto some of the engagement programs going on out there.  So they have been very actively involved with the Race to Reduce, for example, that has, I think, more than 60 percent of all the commercial office space in the Greater Toronto Area working together to meet energy efficiency targets.


So the level of engagement there is quite remarkable.


Within greening health care, Toronto Region Conservation Authority has more than 20 percent of Ontario hospitals working together to achieve energy efficiency.


Similar programs with municipalities and schools.  You may be aware the City of Toronto's Tower Renewal Office has a program they call STEP that's engaging high-rise apartment building owners, working together on similar things.


So our read is that there's never been as much interest as there is right now.  People out there are really, for a whole bunch of reasons -- primarily to save money -- are really interested in getting into energy efficiency.


So that's the first part, is the level is there.  And again, credit to Enbridge for being a significant player in kind of moving that forward.


I think the second piece of that conversation is that the biggest savings potential is with the large building owners.  And they're quite accessible and they are ready to move right now.  So whether they're retail chains or Toronto Community Housing or school boards or commercial office landlords, they are already engaged.  They're already looking for things.  What they're really looking for is technical support to help them quantify the savings, which target-setting does, performance-based does, and then go find the savings.


And I think that's the challenge for all gas utilities today, is to develop that internal technical ability, when you see a building's using three times as much gas as it should be, to be able to help the owner walk through in a systematic way, find those savings and deliver those savings.  That's the big step forward.  That's the big transition.


The final thing I'll say, we talk to a lot of small buildings owners, as well, who are resource-limited, who don't have much technical capability in-house.  There isn't one of them that isn't keen to save money.


So once small building landlords, small apartment landlords, small office landlords, once you can present them with the magnitude of the savings opportunity, if it's $23,000 a year for them, for some of them that's a fortune.  And they have contractors out.


So again, it's not hard to imagine the kind of capability that Enbridge has already, that it be directed towards helping those owners find the contractors, the service providers that can track down and deliver those savings.  So it's simply a matter of adopting these targets, these -- identifying high potential buildings, and helping the industry of building owners work together to track them down and deliver them.


So we think the interest is there and Enbridge will never underspend its budget again.


MR. ELSON:  I guess one of the difference is that you would be approaching buildings that are specifically identified beforehand as being particularly inefficient, so that you would be able to guarantee a certain amount of savings; is that right?


MR. JARVIS:  That is correct.  And you would be approaching at a much more senior level.  So as long as your approaching building owners with a suite of incentive programs -– you know, I'll do this for variable -- there's no senior manager within a commercial landlord or school board that's -- that you'll get passed down to the facilities department to talk to them.


When you talk to a major building owner about the ability to save $4.3 million a year, now you've got the attention of the CFO.


And part of our presentation here is I think Enbridge is in the process of and needs to accelerate the development of that kind of key account executive capability, that you can identify that potential and you can knock on the right door to get that business case established.


MR. ELSON:  Thank you.  It was also noted that 93 percent of Enbridge's largest 42 customers have actually done something in the past seven years with Enbridge and its DSM portfolio.


Can you explain whether this fact impacts your confidence in your model, including your expected ramp-up, and why or why not?


MR. JARVIS:  I think it kind of supports the model.   So many of those buildings would also be in the data that we presented, which is the targets based on 2012 actual natural gas consumption.


So the fact that they have done a few things is illustrative of the fact that they are interested, so that there's no lack of interest out there, that relationships have been created between Enbridge and some of those building owners.  That's a good thing, so you are not knocking on a cold door.


But the big part of the conservation potential still exists in most of those buildings.  And that's what this approach aims to target.


MR. ELSON:  My last question is this.  There was an analogy that was made earlier, and I'll read a quote:

"If you look at folks that want to be healthy, you can't assume that the top quartile that are running marathons and doing triathlons, that everybody can get to that level."


Is that a valid analogy, and can you explain why or why not?  That would be an analogy of people's health and the energy efficiency levels in buildings in the downtown GTA area.


MR. JARVIS:  I think the diagnostic aspect of what we're talking about is a wonderful analogy to health.  Essentially what this is saying is that every building is not equal, and having, if you like, medical staff having to go and check everybody in the whole community to see if they have high blood pressure or heart problems or lung cancer or whatever is impractical.  And the medical analogy is we've developed tests, we've developed ways of kind of measuring readily available things so we can identify the individuals who have particular need for whatever treatment we have in mind.


The same applies directly to the building diagnostics that we're talking about here.  The methodology for taking 12 months of natural gas bills and, with basic information about the building, figuring out how much gas could be saved within that building, that holds, and the things that you can adjust for, the things you need to adjust for.


Maybe the building is single-glazed.  That adjustment is a fairly easy mathematical exercise.  Maybe it's got ground-source heat pumps.  That adjustment is easily made.


So the handful of normalization factors, these have been developed, they're published within the white papers I referred to for commercial offices and other building types.


So beyond that, it's not been our experience, again.  We've yet to find buildings that cannot get to these targets.  We've looked at literally dozens of individual buildings since we've been publishing these kind of targets and we've yet to find one that can't make it there.


MR. ELSON:  We wouldn't expect that you could bring everyone's health up to the top quartile so that everybody could be running marathons and triathlons.  Why do you expect that you can do that with respect to commercial and industrial buildings -- or, my apologies, commercial and apartment buildings?


MR. JARVIS:  I'd consider myself health-wise in the top decile, and I don't run marathons.  So, again, I don't relate to the analogy.


Once you adjust for the building-specific limitations, we're not aware of other things that are inherent within the building in terms of where the gas inefficiencies lie that cannot be economically fixed.  It's a matter of first establishing what the size of the opportunity is, and then systematically tracking down what are the problems.  Is it a damper that's leaking or a valve that's leaking or somebody left the elevator penthouse open and the air is all pouring through?  All of those things that go on.


Again, you can't go check every building, so you check the buildings that the gas bills have already told you are the ones with the big opportunity.  You know what to look for.


MR. ELSON:  I guess basically what your data says is that there's a lot of problems out there that need fixing in these buildings?  Okay.


MR. JARVIS:  Yes.  We've hardly begun down this path of the really big savings.  We've done a lot of prescriptive stuff, but now looking at the buildings that are broken that really need some help, that work is just beginning.


MR. ELSON:  Thank you.

MS. CHAPLIN:  Thank you.


I believe, Mr. Stoll, you were going to go first?


MR. STOLL:  Yes, I was.  And I believe I have 30 minutes?


MS. CHAPLIN:  Yes.
Cross-Examination by Mr. Stoll:

MR. STOLL:  We'll maybe just try a couple things where we can get some quick agreement with things that were in Enbridge's evidence, and just so we can be clear here.


We don't need to turn this up, but Enbridge included in the GTA project influence area this statement that there were 980,000 customers.  Does anybody disagree with that number?  Okay.  If somebody could just confirm no?


I can give you the reference.  Exhibit A, tab 3, schedule 3, page 5 of 24, paragraph 9, second line.

MR. NEME:  It sounds in the ballpark, at least.

MR. STOLL:  Okay.

MR. JARVIS:  We have no knowledge of that.

MR. STOLL:  Okay.  And Enbridge also included a little later in that same exhibit a statement that it has not expanded the capacity within the extra-high-pressure network since 1992.  Do any of you have any disagreement or -- with respect to that comment?  I'm taking silence as
a --

MR. NEME:  Not an issue that I looked at.

MR. JARVIS:  No knowledge.

MR. STOLL:  Okay.  Would you agree that the -- and this may be to Mr. Chernick -- would you agree that the available supply from Marcellus and Utica shale basins has basically become known in the last five or so years?

MR. CHERNICK:  That the magnitude of the Marcellus resource?

MR. STOLL:  That's correct.

MR. CHERNICK:  Yes.

MR. STOLL:  Okay.

MR. CHERNICK:  That the -- certainly the information about its scale has changed considerably over the last --


MR. STOLL:  Right.  Okay.  And when -- and would you agree that the underutilization of the TCPL mainline system has been a similar recent phenomenon in the last couple of years?

MR. CHERNICK:  I haven't specifically looked at that.

MR. STOLL:  Okay.  And are you aware of when the National Energy Board released its latest tolls decision in respect of TCPL?

MR. CHERNICK:  I believe it was sometime earlier this year.  I don't have the exact --


MR. STOLL:  Yes.  If I said March of 2013 you would agree?

MR. CHERNICK:  That's quite plausible.

MR. STOLL:  Okay.  And do -- can you agree that Energy East was proposed within the last year?

MR. CHERNICK:  I haven't done the historical research to pin that down.  Sorry.

MR. STOLL:  Okay.  Would you agree that there was an open season conducted with respect to Energy East shippers in 2013?

MR. CHERNICK:  That's my understanding.

MR. STOLL:  Okay.  Correct.  In your review of the evidence did you consider the release of the oil and gas pipeline system coded option document amendment FS-196-12?

MR. CHERNICK:  I'm sorry, what kind of a document are we --


MR. STOLL:  It was the oil and gas pipeline system coded option.  It's from the Technical Standards and Safety Authority.

MR. CHERNICK:  Oh, oh.  I'm sorry, I may have the titles confused.  I'm familiar with the -- at least some of the content of the document that the company referred to as the basis for its preference for reducing pressures on a couple of the pipelines.

MR. STOLL:  But that's not really within your area of expertise as you were qualified today.

MR. CHERNICK:  In terms of the --


MR. STOLL:  Content --


MR. CHERNICK:  No --


MR. STOLL:  Okay.

MR. CHERNICK:  -- I haven't really reviewed it.

MR. STOLL:  Okay.  So given that these were fairly recent events, I'm a little puzzled by the criticism that Enbridge should have been planning for all these eventualities since 2002.  It has been listed in numerous pieces of evidence that the deficiency has been for 11 years.

MR. CHERNICK:  It was my understanding that the company had said on this record that as early as 2002 it recognized that there might be a pressure problem at station B, which is the specific issue that most of this DSM load reduction analysis goes towards.  That is not affected by the price of transportation on the main line or the availability of Marcellus gas or any of the other things --


MR. STOLL:  We're going to beg to disagree on that point, because the point of the Enbridge evidence is, this is an integrated project that takes into account all the system limitations, not just with the distribution system, but with the supply basin, with the availability of supply, the condition of the assets, and the changing regulatory requirements.

So we're going to beg -- we're going to disagree, and I'm going move on from that.

MR. CHERNICK:  I'm sorry, I'm not sure what you think we're disagreeing on.  You're asking whether in 2002 the company had reason to believe that there might be an overload on this line and might need some DSM, and didn't do anything about it.  And you're saying now that if there are other reasons for thinking about it now, that you wouldn't have known about those in 2002, I think we agree with you, you didn't know everything in 2002 that you know today, but you did, as I understand it, recognize that there was a possible low-pressure problem at station B which should have caused the company to ask, what can we do about that with DSM.

MR. STOLL:  Well, we'll disagree on that.

Earlier Enbridge testified that when there is a service interruption on the electricity side there's no visit required to the customer's residence or business.  Can you agree or disagree or have no -- confirm whether you have any reason to disagree with that statement?

MR. CHERNICK:  I'm sorry, under what circumstances?

MR. STOLL:  For an electricity customer service, when there's an interruption, an outage, does the electricity company have to go to each customer's house to turn on the electricity?

MR. CHERNICK:  No, they have to go to where the -- there were failure in the equipment.

MR. STOLL:  Okay.  And with respect to natural gas I believe Mr. Moore or Mr. Thalassinos said that with natural gas there are two site visits required, one to turn the gas off, one to basically turn the gas back on.  Would you have any reason to disagree with that?

MR. CHERNICK:  No, and actually, I've experienced that myself when my local gas company over-pressured the distribution lines.

MR. STOLL:  So the consequences of an outage therefore are somewhat different from the utility's perspective in that regard.  Would you -- I don't know how they can be the same if there is no visits or two visits.

MR. CHERNICK:  There are a lot of differences between the electric and gas system, in terms of length of outage, restoration of outage --


MR. STOLL:  I believe Enbridge included in its evidence reference to periods of several weeks where outages continued following the hurricane surrounding the New York area.  Do you have any reason to disagree with that type of potential in a widespread outage?

MR. CHERNICK:  Well, I think there was probably a lot of damage in a lot of places there.  So that's not exactly comparable to a single event causing flameout on a large number of customers and just the restoration of those customers, going around, turning off meters, re-pressuring the line, turning the meters back on, checking to make sure that there aren't any pilots that have gone out in the meantime and so on.

And I agree with you that's a time-consuming process, and I've experienced it.  But Hurricane Sandy seemed to have involved a lot of other problems.

MR. STOLL:  I'm not disagreeing with that.

Would you agree that greater diversity and flexibility of supply of natural gas to an area provides greater security in the continuing supply?  If you have greater diversity in the sources and the flexibility in your system, there's greater security in that supply for the customer in receiving continued delivery?

MR. CHERNICK:  That's sort of a broad statement, but in general the more options you have for operations -- well, you can't be any worse off for having more options.

MR. STOLL:  Okay.  Would you agree that a loop system is greater security of supply than a single-source system?

MR. CHERNICK:  With a lot of other things being equal, I think that's --


MR. STOLL:  Okay.  Well, let's leave everything else equal.  Okay.  Would you agree that segment B does provide some looping of the extra high pressure system within the GTA?

MR. CHERNICK:  Yes, it does add parallel lines in some portion of the system.

MR. STOLL:  Okay.  And I believe you were qualified as an expert in rate economics?

MR. CHERNICK:  Yes.

MR. STOLL:  Okay.  And there were no rate impacts for customers provided from the initiatives proposed by you or the other panellists, were there?

MR. CHERNICK:  There are no rate impacts?

MR. STOLL:  You didn't provide a customer rate impact or a customer bill impact from the --


MR. CHERNICK:  No, we haven't done that for either the pipeline projects or the DSM or various combinations thereof.

MR. STOLL:  Right.  And your economic analysis basically was restricted to the elimination of segment B1 or B2, as you call them?


MR. CHERNICK:  Yes.


MR. STOLL:  Okay.  In that analysis, the gas would flow across segment A.  And then where does the gas go from there in your economic model?  Well, I'll rephrase.


segment A is intended to move gas from Parkway to Albion, and then segment B1 is intended to move those volumes to the eastern part of the GTA.  If segment B is not built, the gas still has to get to the eastern part of the GTA, so I assumed you were bringing it in from Vic Square.


MR. CHERNICK:  Yes.  The supply would need to be through Vic Square, and to some extent through the NPS 26 line, which also flows into the Don Valley.


MR. STOLL:  Did you include in your analysis the demand charges at Vic Square that would not be avoided through your process?  I didn't see it.  I might have missed it.  Like, part of the --


MR. CHERNICK:  I'm just trying to make sure that I answer this with the right -– with the negatives in the right place so the record isn't confusing.


No, I did not re-optimize the supply, either for continuing to take the Victoria Square supply from the TCPL Mainline, which, it appeared to me based on the data that Enbridge provided, would still allow the company to take all of the U.S. gas it was planning to take through segment A into the remainder of the system.


MR. STOLL:  Right.  Mr. --


MR. CHERNICK:  And -- or alternatively taking the U.S. gas to Albion up to Maple, across to Vic Square and then down.


MR. STOLL:  Did you include in your economic analysis the facilities between Albion and Maple?


MR. CHERNICK:  No, I don't think we have any for those.


MR. STOLL:  All right.  That's fine.


Just to be clear on the other aspect, you didn't include the -- in your economics, the costs or avoid --costs that wouldn't avoided by the GTA project and the -- of the demand charges for taking gas at Vic Square?


MR. CHERNICK:  Again, I'm not clear that demand charges from taking gas at Vic Square would be avoided by the project, because the company is still proposing to use a lot of western Canada gas coming over the Mainline.  And it's not clear to me that if that is just going to Vic Square, that that would be a problem.


MR. STOLL:  I think the deliveries from western Canada are on an annual basis base load.  What we're talking about, the access for the U.S. gas is for peak demands and the charges associated with those peak demands.  And it doesn't appear that you've incorporated those into your economic analysis.  So --


MR. CHERNICK:  I -- go on.


MR. STOLL:  Okay.  Well, given where we are, Mr. Naczynski basically testified that without the east-west portion of segment B, the gas is stuck at Albion.  Would you have any reason, any model simulation to disagree with that assertion?


MR. CHERNICK:  I think that's only true if the Albion-to-Maple line is not built, which the -- I believe there's a commitment to build it and so therefore it's -- who uses it and how that redistributes the costs of the -- paying for it between various companies will vary in various cases, but I think that that line is committed.


And so therefore, as I said in my evidence-in-chief, it looks like you should be able to get the gas to Don Valley just using the Maple-to-Vic Square portion of the Mainline.


MR. STOLL:  Did you incorporate into that analysis any of the other changing supply issues around Gaz Métro or the -- Enbridge's eastern delivery area?


MR. CHERNICK:  Did I incorporate in the supply to Vic Square the issues of supply to the eastern area?


MR. STOLL:  That's correct.


MR. CHERNICK:  I did not.


MR. STOLL:  That's fine.  And the evidence from the IESO, it confirms that the Portlands Energy Centre has run on each of the last four years during the peak winter day.  Would you have any reason to disagree with that statement?


MR. CHERNICK:  No.


MR. STOLL:  Does Portlands have dual-fuel capability?


MR. CHERNICK:  Not that I'm aware of.


MR. STOLL:  And would you agree that Portlands has helped defer or avoid the need of a third transmission line into Toronto on the electricity side?


MR. CHERNICK:  At some point the summer peak was expected to require a third transmission source without --prior to the construction of Portlands.  It's not --


MR. STOLL:  So you would agree with me that they are linked?  I'm not saying there's a direct causal link for the entirety, but there is a link?


MR. CHERNICK:  I'm not sure that that applies going forward, even at the summer peak, but it certainly is relevant for the winter peak.


MR. STOLL:  Have you included in your suggestion any economics for Portlands not running?  Or the increased electricity costs as a result of taking a generator that is economic to generate out of the supply mix?


MR. CHERNICK:  Remember that that would occur only in some winters, on some days, for some hours.


MR. STOLL:  It's occurred on each of the last four winters on peak day.


MR. CHERNICK:  It has operated on the last four peak days, but I believe that there's only one of those in which, if the company had wanted to operate the Don Valley pipeline at 30 percent SMYS, that it would have had to curtail Portlands at all.  So anyway, it -- I was just putting that in perspective.


We're not talking about retiring the plan.  We're talking about on some very cold days.  Especially very cold days in which there is some problem on the system that prevents the line from operating at more than 30 percent, then you would take out the –- plant off-line, and it would probably be replaced by another, similar combined-cycle, which might be a little more expensive.


MR. STOLL:  I'm not sure how you would know that the replacement is another combined-cycle.


MR. CHERNICK:  There's a lot of combined-cycle capacity in Ontario and in surrounding areas, driven primarily by the summer peaks.


MR. STOLL:  And do they have the same contract that Portlands has with the OPA?


MR. CHERNICK:  The cost of running the plant is based upon the cost of fuel, and the price that they bid into the IESO is based on fuel and variable O&M.  So except for minor differences in heat rate and losses due to the location on the system, it should be quite similar.


Another consequence might be that Ontario wound up selling a little less power to one of the neighbouring regions and making a little less money on that.


MR. STOLL:  So to be clear, there is an economic cost but it hasn't been included in your numbers?


MR. CHERNICK:  Right.  And it probably would be very small compared to the numbers we're talking about.


MR. STOLL:  But to be clear, you have not included those costs in your analysis?  Yes?


MR. CHERNICK:  Yes.  I could not include those costs in my analysis, because the IESO did not have any information about the economics in front of them.


MR. STOLL:  Let's -- if we assume the pressure reduction on the Don Valley line is warranted, and the -- would you have any reason to disagree with the number that Enbridge associates that capacity of equal to approximately 160 tJs per day?


MR. CHERNICK:  I know I've seen that number.  I can't lay my hands on it right now.


MR. STOLL:  Okay.  Will your DSM programs deliver 160 tJs per day?  And if so, in which year?  Like, that's just for the lowering of the pressure, so it would have to be over the incremental growth that you're already projecting.


MR. CHERNICK:  Would you like to make that an undertaking?  I don't think we necessarily have the numbers at hand, and you are asking about tJs per day, rather than cubic metres per hour, and it's not something I can produce off the top of my head.


MR. STOLL:  Well, okay.  Well, let's see if we can come at it a different way.  The reduction that you're projecting through the programs advanced by everybody on the panel is in the neighbourhood of 25,000 metres cubed per hour?


MR. NEME:  In my evidence the peak-hour savings would ramp up in 2016 to 36,900 and change cubic metres per hour.  I should make clear, that's the -- I'm sorry.  That's the total.  That's not the increment above what the company is or -- the increment above what the company is already expected to produce would be about 23,000.


MR. STOLL:  Right.  Okay.  All right.  That's probably a good place to switch.  And we can actually go to some of your evidence, Mr. Neme.  And we've heard a great deal about the certainty of the programs, and I'm just wondering if you can confirm that these statements are accurate.  And this goes to Exhibit M.GEC.ED.6, attachment A.


MR. NEME:  I'm sorry, I'm not intimately familiar with all of the nomenclature.  Is that in your book?


MR. STOLL:  All right.  It is in my book at tab 1.


MR. NEME:  Okay.


MR. STOLL:  And if I read that correctly, your name is on the front of that.


MR. NEME:  Yes.  So what page on tab 1 are you looking at?


MR. STOLL:  It's page (iii) at the bottom.


MR. NEME:  Okay.


MR. STOLL:  And partway down the left-hand side it says:
"Although peak demand savings in the targeted areas were at least 30 percent below targets."


So they missed their peak target in that case; correct?


MR. NEME:  That's correct.


MR. STOLL:  Okay.  All right.  And we can just move on towards the end of the report.  And on page 15 of the report -- and you would agree this is an accurate statement:

"A recent evaluation of the geo-targeting program suggests that it has had some success, although not all results were as good as hoped or projected."


Is that an accurate statement?


MR. NEME:  That's an accurate statement about that particular experience in Vermont.


MR. STOLL:  Okay.  And on the other side it said:

"All told, over the 2007 to 2009 time period..."

This is the top right-hand corner of that page, page 15.
"...the program achieved summer peak demand reductions in the targeted areas of 10 megawatts, about 70 percent of its goal.  Winter demand savings were more problematic with the program, achieving only 4.1 megawatts of reductions, or only about 40 percent of its goal."


Those are accurate statements?


MR. NEME:  Yes.  And again, these are all -- all three cases that you pointed to are the same example.


MR. STOLL:  Correct.  And we can -- and all these are electricity utilities in this report?


MR. NEME:  That's correct.


MR. STOLL:  Okay.  So -- and which gas companies are actively using peak demand reduction targeted DSM to avoid large facility system reinforcements?


MR. NEME:  Well, as I think I indicated in the response to the interrogatory, I have not done an assessment, the research, to identify which utilities across North America are doing this.  This report was intended to focus just on the electric examples.


I did cite the one example that I was familiar with, which is the case of Vermont Gas, where they have used DSM to defer an investment.


MR. STOLL:  Okay.  Madam Chair, how much time do I have left?


MS. CHAPLIN:  I think about ten minutes.


MR. STOLL:  Okay.  That's fine.


So there is no -- and we'll use the phrase you used earlier -- there is no evidence in this proceeding that other gas utilities have successfully used targeted, geo-targeted DSM to avoid large facility expansions.


MR. NEME:  There is no evidence that that is the case.  There's no evidence that they -- that it isn't the case, either.  And the point I was attempting to make with the presentation of this report was more that in many ways electric efficiency efforts are -- across North America have been more advanced than on the gas side, and the conceptual approach that's being used on the electric side should be equally applicable on the gas side.  But the analysis of what -- or the analysis of what examples exist out there has not been done.


MR. STOLL:  So you are agreeing with me that there is no evidence in this proceeding?

MR. NEME:  Well, finish the statement.  There is no evidence in this proceeding --


MR. STOLL:  Well, okay.  I'll finish the question.  There is no evidence that any gas utilities are using geo-targeted DSM to reduce peak-hour demand to avoid large infrastructure projects?

MR. NEME:  No, I wouldn't say there is no evidence.  Again, I gave the one example that I'm familiar with, Vermont Gas.


MR. STOLL:  Okay.  Well, all right.  And you would -- I'll read the statements, and you can just confirm that you're in agreement with these statements:

"In general, the smaller area being addressed, the easier it is to consider efficiency and other non..."


Oops, sorry, my apologies.  This is on page 20 of the same reference, and that's Exhibit M.GEC.EGD.6, attachment A.


MR. NEME:  I'm sorry, page 20, you said?


MR. STOLL:  Page 20.


MR. NEME:  Okay.  Go ahead.


MR. STOLL:  All right.  And it's -- and smaller is easier.


MR. NEME:  Yes.


MR. STOLL:  "In general, the smaller the area being
addressed, the easier it is to consider efficiency and other non-wires alternatives to T&D investments."


Correct?


MR. NEME:  That's correct.


MR. STOLL:  "Smaller areas mean the efficiency savings
need to be acquired from fewer customers."


Seems intuitively obvious.


MR. NEME:  Indeed it does.


MR. STOLL:  "That in turn means it is often easier to
characterize the opportunity for efficiency investments accurately."


MR. NEME:  Correct.


MR. STOLL:  Okay:

"And it also means shorter lead times will be needed."


MR. NEME:  Yes.


MR. STOLL:  So in your experience, is 980,000 customers considered a small area?


MR. NEME:  No.  But again, remember that the fact that smaller is easier doesn't mean that bigger is not possible.


MR. STOLL:  I didn't say it was possible, but we do have a lack of certain descriptions.  We don't have a history of this type of program, and you are suggesting that we would use this to defer significant facilities that the company has identified to meet and certain distribution needs, so.

MR. NEME:  Well, I guess I would observe that on -- and this this was raised earlier today -- that Con Edison, which serves New York City and some of the surrounding areas, has now used targeted efficiency to address potential constraints on one-third of its distribution system, which is well in excess of -- in aggregate, well in excess of the number of customers that you were talking about.


MR. STOLL:  And that is on the gas system?


MR. NEME:  On the electric side.


MR. STOLL:  Okay.  Again, you know, it's not a gas-related issue.


I hope I have an easy -- I just want to confirm a couple things.  And it's at tab 4 of my compendium, and it's the cover page.  This is just to make sure the record is clear.  And that report is dated June 28th, 2012.  That should be this year, should it not?


MR. NEME:  Yes, thank you for pointing that out.  It should be 2013.


MR. STOLL:  Okay.  All right.  I appreciate that.  Otherwise I would be quite surprised that you could do that report before the project was filed.


MR. NEME:  Yes.  I'm not nearly that prescient.


[Laughter]


MR. STOLL:  All right.  I'm conscious of my time here.  I guess we'll switch to you, Mr. Jarvis, for my last couple of questions.


I take it there was no work done to quantify the rate impacts of the DSM programs that you were talking about?


MR. JARVIS:  That is correct.  We did not do that one.


MR. STOLL:  Was the reporter able to get that?


MR. JARVIS:  That is correct.  We did not do that work.


MR. STOLL:  Did you prepare a specific plan to achieve these objectives, or is this more of a generic plan or proposal that you made?


MR. JARVIS:  We presented a high-level plan as part of our response to Board Staff Interrogatory, I think, No. 3.


MR. STOLL:  Okay.  That's fine.  And is your plan based on a verified relationship in the quantity of peak demand reduction that will be seen from the initiatives in your proposal?


MR. JARVIS:  The model forecasts the reduction in peak demand, that relationship to annual consumption reduction, in the same way that Enbridge used it to come up with our estimation.  So we have no better information than what Enbridge provided.


MR. STOLL:  Right.  So you would agree that is not verified?  I believe Enbridge provided several caveats to that number.  Can you confirm that?


MR. JARVIS:  If that is what Enbridge provided, then that's the case.  As I say, we just use their numbers.


MR. STOLL:  All right.  And in your proposal it appears that you're assuming a hundred percent success in reaching customers as far as the number of customers that would have to be approached to the number that actually would proceed.


MR. JARVIS:  We're assuming attainment of the quartile, and that the large part, as presented there, the large part of that will be associated with large buildings and large building portfolios.


MR. STOLL:  Right.  You said, I believe, the number is 60 building owners in the first year, in your evidence.  I'm going from memory here.


MR. JARVIS:  That sounds correct, yes.


MR. STOLL:  So are you suggesting that if we approach 60 building owners, we'll have 60 people participating?


MR. JARVIS:  I'm sure as you roll out this plan you'll be talking to a significant number of people to get those 60 building owners, yes.


MR. STOLL:  Right.  So there'll be significant resources to talk to all the different people?


MR. JARVIS:  I think we budgeted those resources and we felt that that was pretty realistic.


MR. STOLL:  One minute.  I'm just checking to see if there is anything else I need to...


This goes back to Mr. Neme.  I believe one of the other hallmarks of what you've noted in your reports has been that sufficient lead that time is crucial to being able to implement successful programs.  Can you confirm that?  Yes or no?


MR. NEME:  By definition of the word "sufficient" the answer is yes.  You need to have sufficient lead time, absolutely.


MR. STOLL:  And would you agree that in a couple of the instances cited, where there was not sufficient lead time, the results were dramatically different than projected and did not initially have the level of success projected?


MR. NEME:  Can you point to a particular example?


MR. STOLL:  Just a minute.  I believe it's the California example.


MR. NEME:  With the delta project that PG&E ran on -- actually it's noted the final -- now I'm reading from page seven:

"The final evaluation of the project suggests that the savings achieved succeeded in deferring the need for the substation for at least two years."


MR. STOLL:  Correct, but there was also the earlier statements that the savings did come at a high cost, roughly $3,900 per kilowatt.  That's earlier on, on page 6, halfway down on the right-hand column.


MR. NEME:  Yes.  In that particular example, they would have been better served by having more lead time. They to do kind of learn on the fly.


And as a result, their initial efforts were more expensive than they initially projected.  They were able to make adjustments and still have some success with the project, but to be sure, if they could have had a little bit more time upfront to more effectively plan, and for that matter to adapt as they went, it would have been better.


MR. STOLL:  All right.


MR. JARVIS:  If the question is directed towards the lead file for a DSM program for this particular proceeding, which I assume it is, I think the good news here is this is not a change of direction that's being proposed here for Enbridge.


The company has had the foresight to already have in place the -- to run it right, they're hiring the kinds of people that we're referring to already.


So this is more of a reinforcement and a focus of what they are already doing.  There's not a change of direction.


MR. STOLL:  I'll agree with you.  And would I take it that we've already incorporated that into our forecast.


So just one last question.


MR. NEME:  If I could, there's one other major difference.


You pointed out in some cases that electricity is different than gas, and I guess at some level that goes without saying, but I think one of -- to Ian's point, one of the important differences is that because the use of gas, at least for non-industrial customers, is dominated by space heating, a single end use which is also the end use that drives peak, it's very different than on the electric side where peaks tends to be driven by air-conditioning, which in terms of the amount of annual energy consumed tends to be a relatively small portion of the total.


And as a result, when you're trying to defer something on the electric side, you do need a little bit more of a shift in emphasis, because you do need to put much more emphasis on the one end use, which is not a huge part of the energy picture but it's a huge part of the peak demand picture.


In the case of gas, the opposite is true.


MR. STOLL:  Just a couple questions and I'll wrap up.


Does Enbridge use a smart meter or an equivalent of a smart meter to gather load data from its customers?


MR. NEME:  Are you directing it to me?


MR. STOLL:  Yes.


MR. NEME:  I don't know the answer to that question.


MR. STOLL:  Would you have any reason to disagree when Enbridge says it does not have the same customer data that would be produced by smart meters for the electricity utilities?


MR. JARVIS:  Perhaps I could help with that.  Enbridge is doing a great job of rolling out, for larger customers, all kinds of meters and that's --


MR. STOLL:  For larger customers, not for residential.

MR. JARVIS:  We recommend that they mine that data as well as they can.  It's remarkably helpful.


MR. CHERNICK:  I would also assume that, for cost allocation purposes, the company would have at least a sample of hourly meters on the various customer classes, so that they could characterize their load shapes but I haven't checked that out.  Nobody asked me that.


MR. STOLL:  And they did not here either.  So I'm not sure why it was added.


MS. CHAPLIN:  Are you almost finished, Mr. Stoll?


MR. STOLL:  I've -- I think that concludes my questions, actually.


MS. CHAPLIN:  Thank you.


We will take an additional break now.  We'll break now for 20 minutes.


--- Recess taken at 12:17 p.m.

--- On resuming at 12:40 p.m.


MS. CHAPLIN:  Please be seated.


Ms. Grice, I believe Energy Probe was next on my list.  Is that your understanding?


MS. GRICE:  The questions I had have been adequately covered, so Energy Probe has no additional questions.


MS. CHAPLIN:  Thank you.  I don't know that I had a -- was given a particular order from this point on.  Mr. Wolnik, did you have some questions?


MR. WOLNIK:  I do, just a couple of questions.  I'm happy to go next.

Cross-Examination by Mr. Wolnik:

MR. WOLNIK:  Panel, John Wolnik.  I'm with APPrO.


Mr. Chernick, I just have a couple of question areas for you.  There's been a lot of discussion in this proceeding about Portlands Energy Centre, and I know that is part of -- one of your conclusions that part or all of segment B could be eliminated under -- assuming that Portlands would migrate from firm transportation arrangement that it's on today to some sort of interruptible or curtailable arrangement; is that right?


MR. CHERNICK:  Yes.  I wouldn't call it migration, necessarily, but that they would do an interruptible provision under very limited circumstances.


MR. WOLNIK:  A change.  Let's just call it a change.


MR. CHERNICK:  Yes.  Sure.


MR. WOLNIK:  And is it GEC's position that Portlands would voluntarily agree to this change?


MR. CHERNICK:  Well, I think that Portlands would need to get it approved by OPA, its off-taker, its customer, but I don't see any reason why they wouldn't voluntarily agree to it.


MR. WOLNIK:  But your position is that there needs to be a change.  I'm just trying to understand whether you're suggesting that that is a voluntary change by them or not.


MR. CHERNICK:  I would think that it could be voluntary, and we say there needs to be a change.  It would be in the interests of the province to have Portlands be interruptible for -- under certain circumstances.


MR. WOLNIK:  What if they are not interested for their own commercial reasons, whatever they may be?  Let's assume that they are not voluntarily interested in making this change.  Does that undermine your conclusions?


MR. CHERNICK:  Well, it's easy to see how interruptibility of Portlands increases the flexibility of the system.  Without the ability to interrupt Portlands you would need to get more information about other customers and their willingness to participate in interruptible or curtailable rates for this specific purpose; that is, with -- not on a regular basis, but only when it's very cold, and potentially when there is an operating problem.


MR. WOLNIK:  So simply speaking, if that doesn't work commercially for Portlands, you're agreeing with me then that that option doesn't -- you know, it's not available.


MR. NEME:  Could we confer for just a second?

[Witness panel confers]


MR. CHERNICK:  If Portlands and OPA refuse -- and I don't see why OPA would refuse to do what was in the interests of the province, but if they simply refuse to discuss it, I don't know whether this Board can amend the terms of delivery to Portlands or not.  I'm just not familiar with --


MR. WOLNIK:  Are you suggesting that OPA is a party to the transportation contract?


MR. CHERNICK:  OPA is the customer of Portlands.  Portlands is owned in part by OPG, another provincial entity, and I don't see why Portlands would be unwilling to do what its partial owner and its customer should want to do, which is to reduce costs to the province.


MR. WOLNIK:  That was nice, but it wasn't my question at all.  The question was, is OPA a party to the transportation contract with Enbridge?


MR. CHERNICK:  No, they are a beneficiary.


MR. WOLNIK:  Thank you.


The second question that I've got relates to page 26 of your evidence, and it talks about -- I think you imply in there that Portlands may have over-contracted for firm capacity?  I'm paraphrasing.  That's not precisely what you've said, but would you agree generally with that statement?


MR. CHERNICK:  Yes.


MR. WOLNIK:  Okay.  And do you have any firsthand knowledge that that is the case?


MR. CHERNICK:  I do not have any firsthand knowledge that a line of reasoning was suggested to me by GEC's consultant, John Rosencrantz, who worked on the contracting arrangements for Portlands.


MR. WOLNIK:  Mr. Rosencrantz is not here giving evidence; is that correct?


MR. CHERNICK:  That's correct.


MR. WOLNIK:  So do you have any firsthand knowledge of Portlands having over-contracted for the rate 125 capacity?


MR. CHERNICK:  No, and the company hasn't provided any data, and Portlands take at peak hours.


MR. WOLNIK:  Thank you.  Those are my questions.


MS. CHAPLIN:  Thank you, Mr. Wolnik.


Mr. Brett?  Do you have any questions for this panel?


MR. BRETT:  No, I do not, Madam Chair.  Thank you.


MS. CHAPLIN:  Mr. Quinn, do you have any questions for this panel?


MR. QUINN:  Yes, I do.  Thank you.


MS. CHAPLIN:  Please proceed.
Cross-Examination by Mr. Quinn:

MR. QUINN:  Good afternoon, panel.  My name is Dwayne Quinn, and I represent the Federation of Rental-housing Providers of Ontario.  Mr. Stoll for Enbridge asked some of the economic questions that I was interested in, and I think we have some information on the record that will be helpful, but the part that I was struck by, Mr. Chernick specifically, you opined on the need for segment B, and I guess I'm not sure I understand the logic behind it.


So as clarification, can you tell me from your knowledge what the takeaway capacity is for the King North project by TCPL?


MR. CHERNICK:  No.


MR. QUINN:  Would you take it subject to check that that is about 400 tJs?


MR. CHERNICK:  I -- I'm not sure what you're asking me to check.


MR. QUINN:  I'm just -- you had --


MR. CHERNICK:  The King North project?


MR. QUINN:  Yes.


MR. CHERNICK:  I haven't -- I haven't dealt with that at all.  I have no way of checking that number offhand.


MR. QUINN:  Okay.  Well, evidence in this proceeding
-- I can tell you on the record that the evidence has said that it's in and around 400 tJs for the King North project.  I guess I'm trying to understand how you're thinking -- or the logic behind your opinion that segment B would not be required for the gas-supply needs of Enbridge.


Is there anything more you can help me with, what was your thinking that gave you that opinion?


MR. CHERNICK:  I went over that in my evidence in-chief.  I'm not sure what part you're asking about.


MR. QUINN:  Okay.  Well, I was trying to understand your understanding of the dynamics at play with the changes and the potential outcomes of these projects and the term settlement agreement that the utilities have evidenced in this case.  And I think maybe those are my questions for now, and I'll defer other questions to the joint panel for those utilities.


Thank you.  Those are my questions.


MS. CHAPLIN:  Thank you.


Mr. Rubenstein, do you have questions?


MR. RUBENSTEIN:  Thank you very much.  I just have one question.
Cross-Examination by Mr. Rubenstein:

MR. RUBENSTEIN:  I'd like you to respond to an answer Enbridge provided to Energy Probe's questioning in their panel with respect to the alternatives.  And this is on -- you don't need to turn it up.  I'll read it into the record.  And this is from volume 5, page 125.


And the background of the questioning was Ms. Oliver-Glasford and Ms. Ramsay were discussing the -- Enbridge's process of setting up various DSM programs.  And it was asked -- and I'll read it -- by Ms. Grice:

"With the proposed in-service dates for segment A and B, and given what you've said you would need to do in terms of your analysis, is a DSM program that reaches this level something that could be implemented in time to meet those in-service dates?"

Ms. Oliver-Glasford responds:

"No, I would not be able to confirm that with any confidence."


And I would like to ask the panel for their response to the ability for Enbridge to implement the DSM programs that are proposed or would be needed for the in-service dates for the projects.


MR. NEME:  So for my part, I can't answer the question.


My testimony focussed on how much peak-hour savings could be achieved in different years, over and above what's already been forecast to be achieved, but I myself didn't take the next step to map that onto the specific magnitude of the needs.


That wasn't part of my testimony, personally.


MR. RUBENSTEIN:  Do any of the panel members want to make a response to that answer from Enbridge?


MR. CHERNICK:  Well, essentially what we looked at was that DSM could essentially eliminate load growth, leaving us where we are today in terms of the load and supply for station B.  And it appears that a targeted DSM program could reach that.


MR. ELSON:  Could I ask for a clarification?  Are we talking about by November 2015?  Is that what you're referring to?


Because the wording "in-service date," the witnesses may not know which date you are referring to.  Is that November 2015?  Is that what you're referring to?


MR. RUBENSTEIN:  It's my understanding that the in-service dates for segment A and B are November 1st, or the planned in-service dates are November 1st, 2015.


MR. ELSON:  The question is whether you can ramp up by 2015; is that... okay.


MR. JARVIS:  We can perhaps help a little bit.  If you run the model through with the plan as laid out, at the median level, not the top quartile level, the demand peaks out in 2017, and still below the three-oh-three-seven-thousand –- is that 103 m3?  Cubic metres per hour that we understand from the Enbridge evidence is the limit of the pipeline, so -- or the median level, not the top quartile level, we never -- or the load never hits the limit, as we understand it to be, on the pipeline.  That's embedded within the model that we've provided already.


MR. RUBENSTEIN:  Thank you.  Those are my questions.


MS. CHAPLIN:  Thank you.


Are there any other counsel -- does Staff have any questions?  Do any other counsel have questions?  Mr. Elson, Mr. Poch, do you have questions in re-examination?


MR. ELSON:  I have no questions in redirect.


MS. CHAPLIN:  Mr. Poch?


MR. POCH:  I just have one matter.
Re-Examination by Mr. Poch:

MR. POCH:  Mr. Chernick, Mr. Stoll asked you where does this reference to them knowing about the problem at station B in 2002 come from, and then subsequently where there was questions of the other panel members about whether it's too late to do DSM.


And I would just like to read something into the record and ask if this is what you are referring to.


I'm referring, Madam Chair, to the transcript, June 13th, page 116, lines 16 to 24, when I asked:

"First of all, in 2006 was this capacity shortfall at station B foreseen?"


And Mr. Naczynski responds:

"In 2006 the capacity shortfall was foreseen.  It was foreseen in 2002 as well, prior to the Portlands Energy Centre, and then on an ongoing basis Enbridge is tracking and managing its system.  And it's then, at this time, we've identified that something needs to be done."


Was that what you were referring to, Mr. Chernick?


MR. CHERNICK:  I believe that is where the reference 2002 first came up, yes.


MR. POCH:  In your evidence at page 10, that's where in your evidence you referred to 2002.  And then you have a footnote that talks about a phenomenon known as "too early, too early, too late":

"A common utility strategy for delaying alternatives to the utility's preferred strategy until the utility can claim it's too late to implement the alternatives."


Is that your suggestion, that this is occurring here?


MR. CHERNICK:  I can't read the minds of Enbridge's staff, current or past, so I don't know what's intentional and what's accidental.


It certainly would be consistent with that kind of approach.  It's also consistent with an interpretation that says they just never really took DSM seriously, never thought of it as being related to a need for facilities additions, ignored it, didn't bother raising the issue with the DSM -- the supply planners didn't raise the issue with the DSM planners, the DSM planners didn't drag the appropriate information out of the supply planners.


And so whether it's deviousness or limited competence, I can't really say.


MR. POCH:  Very fair.  Thank you.  Those are my questions, Madam Chair.


MS. CHAPLIN:  Thank you.

Questions from the Board:


MS. CHAPLIN:  I have just one brief area of questions, which I believe are probably best directed to Mr. Chernick and Mr. Neme, but, Mr. Jarvis and Ms. Li, that would be fine if you have anything to add.


Would I be correct in saying that sort of the cumulative message of your evidence is that if Enbridge had undertaken sort of formalized integrated resource planning, it would be able to achieve the objectives it's seeking to achieve through DSM measures rather than supply-side measures?  Is that a fair characterization?


MR. CHERNICK:  I would start by saying I'm not sure how important formalized is.


Formalizing the IRP process is important if the utility isn't paying attention and somebody needs to basically make them sit down and do their homework.


And that actually could be internally within the company, that top management could say:  All these different parts of the company need to talk to one another and turn out a comprehensive analysis that we can follow and we can file with the Board.


Or it could come from -- the direction could come from the Board.


But the important thing is that you not break, or the company not break these issues into separate islands that don't communicate with one another.  And it looks like the company has taking the position that:  Well, we'll just wait on the pressure issue at station B until it's time to get approval to start digging, to build some looping on the Don Valley Parkway.


And had they brought that issue to the DSM people and started a targeted program.  I think the other witnesses will have a very strong opinion that they could have kept down the loads on that line considerably and avoided any need for expanding the Don Valley Parkway, without scrambling in any way to do it.


That also would have given them more flexibility in terms of reducing pressures on the lines, to the extent that that is something that is important and that they want to do it.


It wouldn't necessarily deal with the issue of importing additional gas from the United States and bringing it in through Parkway.


Chris, do you have more to say about that?


MR. NEME:  No.  I think that's a fair summation.


MS. CHAPLIN:  And perhaps you have references to this in your evidence, and if you do, then if you could just point me to them, but what is your general knowledge or experience with other gas utilities that undertake this sort of, if not formal integrated resource planning, then an equivalent consideration of supply-side and demand-side alternatives when doing overall system planning?


Is it common, uncommon?  Are there some specific instances that you can point us to?


MR. NEME:  Well, again, I think that the -- I'll say a couple things in response.


The first is that I don't know that we know the extent to which that kind of integrated resource planning happens on the gas side.  I have not done that analysis on the gas side across the continent to try to determine how often it happens and where and what the experience has been.  I have done on the electric side, and it is -- the principles apply equally well.


And the only example, as I mentioned earlier, that I'm aware of where there has been some use of demand-side investment to defer capital investment associated with construction projects, was with Vermont Gas, but that's probably largely because it's my own home state.


My colleague that co-authored the testimony with me used to run all their DSM programs, so he had intimate, firsthand knowledge of it being done.


So I think there's an extensive record, published record, on this now on the electric side.  There isn't that same published record on the gas side, but again, the principles ought to apply equally well.


And one of the things we've learned on the electric side is that to make it happen -- you know, Con Edison in New York on the electric side is the poster child for this.  They do this -- they have done it for longer, and they have done it much better and much more extensively than any other utility that I'm aware of in North America.


And I've had dozens of conversations with the folks there about how this works and why it works well, and I probably asked about a dozen times, Well, so how did you get started on this?  What caused this to start happening?

And I never really got an answer until finally someone told me that they went to their regulators with an expansion plan that the regulators said was too expensive, and they told them to go back and come up with a different answer.  And that kind of regulatory pressure forced them to begin looking at alternatives.

And now they have evolved to the point where this is institutionalized within the company.


And I think there's -- we had the same experience in Vermont, where there was a large transmission-line project where the regulators concluded in the end that the utility came forward with it too late for adequate consideration of alternatives, and ended up approving the projects -- the transmission project in saying, But you will never do this again, and you are not required to do ten-year plans for any transmission, and for that matter, they've extended to distribution system upgrades, and you will work with the efficiency utility to integrate your forecast with theirs and do least-cost analysis on everything on an ongoing basis.

So in both of those cases it was -- it took some regulatory pressure, partly in response to proposals that were too late, to change the culture of what was happening, and conceptually the same may be true.  I see no reason why the same wouldn't be true on the gas side.


MR. CHERNICK:  And sort of a more direct answer to a piece of your question, there are a number of utilities and, for that matter, a number of jurisdictions that require utilities to file integrated resource plans.  How well-integrated those are really varies, I'm sure, but you can find documents with that title or something very similar, that forecast of loads and resources.


And to the extent that resources, including major pipeline additions, are noted in the forecasts, they can then be targeted for -- by DSM efforts.


It's hard for the DSM collaborative, for example, to focus on those issues if they just never hear that there's a project floating five or ten years out until it's right on top of them.


MS. CHAPLIN:  Thank you.  Those are the Board's questions.  So this witness panel is excused with the Board's thanks.


Mr. Stoll, would Enbridge's panel number three be ready to start today?


MR. STOLL:  No, it's not ready for today.  We were going to do that on Monday.


MS. CHAPLIN:  Okay.  All right.  Then -- so just looking ahead, we are certainly hoping to complete this proceeding between Monday and Tuesday.  I had noted on my, what I believe is my most recent hearing plan -- did, I think, contemplate Enbridge panel three -- oh, starting on Monday.  Sorry, my mistake.  So we will be working to complete the proceeding in those two days.


Are there any matters before we adjourn now for the -- Mr. Rubenstein?


MR. RUBENSTEIN:  Through you, I was wondering if we could ask the utilities -- they were -- my understanding, they scheduled us on the 1st that the joint panel would sit.  And there was an expectation that the number -- some idea of the numbers that would flow out of the terms sheet would be presented before that, as parties would like to cross-examine the joint panel, and I was wondering through you to the utilities when their expectation would be that they would be able to provide that information so that we have -- we can prepare for the 1st.


MS. CHAPLIN:  Mr. Smith?


MR. SMITH:  Well, there are people hard at work on that right now.  It will not be done today.  It may be done on Sunday, and if not on Sunday, then I expect early, very early, on Monday.


MS. CHAPLIN:  All right.  Anything else?


MR. QUINN:  Just if I may, in regards to that joint panel.  I see us down for 15 minutes, and based upon what we've heard come out in this proceeding, I would like to ask the Board's indulgence for a few more minutes than 15 minutes for the joint panel.

MS. CHAPLIN:  Well, we'll see how that works.  Perhaps if there are any other parties that believe that their allocations are no longer adequate, I will expect you to inform Board Staff of that, and we'll see how that works within the overall schedule and whether those can be accommodated.


MR. QUINN:  Thank you.


MR. POCH:  Madam Chair, I just wanted to put on the record that I -- for some reason it would have been noted that I had five minutes for that panel.  I did inform Board Staff, I think a couple of weeks ago, that I was going to be half an hour.  I just wanted to note that.   It's not a change on my part, it's just a transcription problem.


MS. CHAPLIN:  All right.  So again, if everybody could look at the most current list to see if your allocation -- if it's not correct, let Staff know.  If you want additional time, also let Staff know, and we'll see where we are at.


Thank you.  See you Monday.


--- Whereupon the hearing adjourned at 1:05 p.m.
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