O wiongas

A Spectra Energy Company

April 1, 2015

Ms. Kirsten Walli

Board Secretary

Ontario Energy Board

2300 Yonge Street, 27" Floor
Toronto, ON M4P 1E4

Dear Ms. Walli:
RE: EB-2015-0029 — Union Gas Limited — 2015-2020 DSM Plan

On December 22, 2014, the Ontario Energy Board (the “Board”) issued its final 2015 to 2020 Report on
the DSM Framework for Natural Gas Distributors (the “Framework”) and the Filing Guidelines to the
DSM Framework (“the Guidelines”). These documents were developed to guide the utilities in the
preparation of their 2015-2020 DSM Plans.

In the Framework, the Board states its expectation is for the utilities to file their plans by April 1, 2015.
Enclosed is Union’s proposed 2015-2020 DSM Plan. In developing its Plan, Union has balanced meeting
the needs of customers; fulfilling the Board’s request to enable and incorporate the key priorities and
guiding principles outlined in the Framework; responding to input received from stakeholders; and
adhering to a reasonable total cost impact for customers as guided by the Board.

Also in the Framework, the Board states its expectation to hold a joint Union and Enbridge hearing with
respect to approval of certain aspects of the utilities” multi-year DSM plans. With the joint nature of the
hearing, Union anticipates the scope of the hearing will be large. To help plan workload over the months to
come, Union requests that the Board outline the timing for each of the procedural steps up to and including the
hearing within its first Procedural Order following the Notice period.

Union requires a timely Board Decision on the Plan prior to 2016 to prevent market disruption and
establish the required contracting commitments to ensure program continuity in the market. Union
requests that the Board take this into account when setting its procedural timeline.

If you have any questions with respect to this submission please contact me at (519) 436-5334.

Yours truly,

[original signed by]

Vanessa Innis

P.O. Box 2001, 50 Keil Drive North, Chatham, ON, N7M 5M1 www.uniongas.com
Union Gas Limited
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Manager, Regulatory Initiatives
c.c.. EB-2014-0134 Participants

Alexander Smith, Torys
Takis Plagiannakos, OEB



EB-2015-0029
ONTARIO ENERGY BOARD

IN THE MATTER OF the Ontario Energy Board
Act, 1998, S.0. 1998, c.15 (Schedule. B);

AND IN THE MATTER OF an Application by
Union Gas Limited pursuant to Section 36(1) of the
Ontario Energy Board Act, 1998, for an Order or
Orders approving the 2015 to 2020 Demand Side
Management Plan.

APPLICATION

1. Union Gas Limited (“Union”) is a business corporation, incorporated under the laws of

Ontario, with its head office in the Municipality of Chatham-Kent.

2. Union conducts an integrated natural gas utility business that combines the operations of
selling, distributing, transmitting and storing gas within the meaning of the Ontario

Energy Board Act, 1998 (the “Act”).

3. On December 22, 2014, the Ontario Energy Board (the “OEB” or the “Board”) issued the
Demand Side Management (“DSM”) Framework and Guidelines for Natural Gas
Utilities. The Board noted the natural gas utilities were expected to develop their DSM
plans in accordance with the DSM Framework and Guidelines, and to submit those plans

to the Board for approval.

4. Accordingly, Union hereby applies to the Board pursuant to Section 36 of the Ontario
Energy Board Act for an Order or Orders effective January 1, 2015 approving Union’s

DSM Plan for the years 2015-2020.

12373729.1
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Union further applies to the Board for the following:

(a) Approval of DSM budgets and associated calculation methodology for the years
2015 - 2020;

(b) Approval of the Program scorecard targets and associated target adjustment
methodology for the years 2015- 2020;

(c) Approval of the DSM Incentive amounts and associated calculation methodology
for the years 2015-2020;

(d) Approval of the Resource Acquisition Programs budget and incentive mechanism
related thereto;

(e) Approval of the Market Transformation Program, budget and incentive
mechanism related thereto;

(f) Approval of the Low-income Program, budget and incentive mechanism related
thereto;

(9) Approval of the Large Volume Rate T2/Rate 100 Program and budget;
(h) Approval of the Performance-Based Scorecard;

(i) Approval of the Stakeholder Terms of Reference;

()] Approval of the Evaluation Plans;

(k) Approval to continue the Board approved Lost Revenue Adjustment Mechanism
variance account, DSM variance account and DSM incentive deferral account;
and,

0] Approval to build 100% of the target DSM Incentive into rates beginning in 2016.

Union also applies to the Board for an interim order if a Board Decision cannot be
released by November 15, 2015 for the 2015 to 2020 DSM Plan. Union requires a
Decision on the Plan from the Board prior to 2016 to prevent market disruption and
establish the required contracting commitments to ensure program continuity in the

market.



10.

11.

-and -

- Page 3 -

Union also applies to the OEB for such interim order or orders approving the above as

may from time to time appear appropriate or necessary.

Union further applies to the Board for all necessary orders and directions concerning pre-

hearing and hearing procedures for the determination of this application.

This application is supported by written evidence. This evidence may be amended from

time to time as required by the OEB, or as circumstances may require.

The persons affected by this application are the customers resident or located in the
municipalities, police villages and First Nations reserves served by Union, together with
those to whom Union sells gas, or on whose behalf Union distributes, transmits or stores
gas. It is impractical to set out in this application the names and addresses of such

persons because they are too numerous.

The address of service for Union is:

Union Gas Limited
P.O. Box 2001

50 Keil Drive North
Chatham, Ontario
N7M 5M1

Attention: Vanessa Innis

Manager, Regulatory Initiatives
Telephone:  (519) 436-5334
Fax: (519) 436-4641

Torys LLP

Suite 3000, Maritime Life Tower
P.O. Box 270
Toronto-Dominion Centre
Toronto, Ontario

M5K 1N2
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Attention: Alexander Smith

Telephone:  (416) 865-8142
Fax: (416) 865-7380

DATED: April 1, 2015 UNION GAS LIMITED

[Original signed by]

Vanessa Innis
Manager, Regulatory Initiatives
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UNION GAS LIMITED

OVERVIEW OF UNION’S PROPOSED 2015 — 2020 DSM PLAN
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APPENDICES

Appendix A Characteristics of Union’s Distribution System

Appendix B On-Bill Financing

Appendix C Conservation Demand Management (“CDM”)

Appendix D DSM and Infrastructure Planning Study
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1.0  Overview

In 2013, the Government of Ontario issued its updated Long-Term Energy Plan which placed a
strong focus on increasing energy conservation efforts throughout the province and incorporating
the policy of Conservation First into planning processes. On March 31, 2014, the Minister of
Energy issued a Directive (the “Conservation Directive”) to the Ontario Energy Board (the
“Board”) that among other things required the Board to establish a new Demand Side

Management (“DSM”) policy framework.

The Board issued its final 2015 to 2020 Report on the DSM Framework for Natural Gas
Distributors (the “Framework™) and the Filing Guidelines to the DSM Framework (“the
Guidelines) on December 22, 2014 (EB-2014-0134). These documents were developed to guide

the utilities in the preparation of their 2015-2020 DSM Plans.

Union Gas Limited (“Union”) has organized its 2015-2020 DSM Plan as follows:
e Tab 1: Overview of Union’s Proposed 2015-2020 DSM Plan
e Tab 2: Union’s Proposed 2015 DSM Plan

e Tab 3: Union’s Proposed 2016-2020 DSM Plan
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2.0  Introduction
Union has prepared its DSM Plan (the “Plan”) for the six year period of 2015 — 2020 in
accordance with the Framework and Guidelines. The following summarizes the key elements of
Exhibit A:
e Incorporates the Board’s guiding principles and key priorities;
e Was informed by stakeholder consultation;
¢ Includes a roll-over of the 2014 Plan parameters to 2015 per the Board’s direction;
e Budget spending rises from $34 million in 2015 to $59.5 million by 2020 (excluding
inflation), including approximately $6 million for a new tracking and reporting system;
e Volumetric savings over the term of the plan are 8 billion lifetime cubic meters of natural
gas’;
e Achieves $1 billion in net total resource cost (“TRC”) benefits?;
e Union’s shareholder incentive cap will be $11 million in 2015 and $10.45 million
annually commencing in 2016;
e Union’s shareholder incentive at 100% target will be included in rates beginning in 2016;
e Contains new program offerings for all customers beyond 2015 including; Residential,
Low Income, Commercial, Industrial and Large Volume; and,
¢ Includes a commitment to coordinating with electricity Conservation Demand

Management (“CDM?”) per the Board’s direction.

! Savings assume Union achieves the cumulative 2015 m® target as estimated based on the pre-audit and pre-
verification Resource Acquisition, Low Income and Large VVolume Scorecards as outlined in Union’s 2014 Draft
Demand Side Management Annual Report.

22015 TRC results are based on the pre-audit, pre-verification results as outlined in Union’s 2014 Draft Demand
Side Management Annual Report.
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Union is seeking approval of its 2015 Plan effective January 1, 2015 and approval of its 2016-

2020 Plan effective January 1, 2016.

As noted in Section 1.4 of the Framework, one of the Board’s objectives is, “To promote energy
conservation and energy efficiency in accordance with the policies of the Government of
Ontario, including having regard to the consumer’s economic circumstances.” In developing the
Plan, Union has taken a balanced approach striving to meet the needs of customers, fulfilling the
Board’s request to enable and incorporate the key priorities and guiding principles outlined in the
Framework, responding to input received from stakeholders and adhering to a reasonable total

cost impact for customers as guided by the Board in Section 4.2 of the Framework.

In Section 15.1 of the Framework the Board outlined the following for DSM activities in 2015,
“the gas utilities should roll-forward their 2014 DSM plans, including all programs and
parameters (i.e., budgets, targets, incentive structure) into 2015.” The Board further notes that,
“The gas utilities should increase their budgets, targets and shareholder incentive amounts in the
same manner as they have done throughout the current DSM Framework (i.e., 2013 updates to

2014 should now apply as 2014 updates to 2015).”

In accordance with Section 15.2 of the Framework, “The Board expects that the gas utilities will
file complete multi-year DSM plans that provide the proposed details of their DSM activities
between 2015 and 2020 on or before April 1, 2015.” Exhibit A is Union’s 2015-2020 DSM

Plan.
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3.0 Background

Since 1997, Union has been effectively designing and delivering DSM Programs that have
resulted in significant energy savings for customers. This positions Union well to respond to the
Ministry of Energy’s “Conservation First” Policy and to continue to build a culture of
conservation in Ontario. Conservation will play an important role in meeting the province’s

energy needs while providing significant benefits for Ontario residents and businesses.

Since 1997, Union’s DSM Programs have helped save an estimated $2.6 billion in total resource
costs and 7.5 billion cubic metres of natural gas. That translates to reducing carbon dioxide
emissions by 14 million metric tonnes and avoiding CO, emissions equivalent to removing 2.5

million cars from Ontario’s roads for a year.

While delivering these savings to Ontario consumers, Union has built the internal expertise
required to design and deliver leading DSM Programs and has been a trusted source of energy
information and assistance for customers. Union will continue to play an integral role in meeting
the conservation objectives of the Ontario Government by delivering natural gas savings to

customers through a robust portfolio of DSM Programs.

Union’s approach to the 2015-2020 DSM Plan is to continue to deliver its existing portfolio of
successful programs to Residential, Low Income, Commercial and Industrial customers and to
implement new programs and initiatives based on the key priorities and guiding principles

outlined by the Board in the Framework and Guidelines.
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4.0 Response to Guiding Principles
In Section 2.0 of the Guidelines the Board requested that the gas utilities, “...include a section in

their multi-year DSM Plan applications which discusses how they have incorporated the Board’s

guiding principles throughout the multi-year plan.” Union has addressed the Board’s guiding

principles throughout the multi-year Plan as follows:

1.

Invest in DSM where the cost is equal to or lower than capital investments and/or the
purchase of natural gas

Union will perform a study commencing in 2015 to determine the potential effects DSM
can have on deferring, postponing or reducing future capital investments. Union’s
preliminary proposed approach is outlined at Exhibit A, Tab 1, Appendix D.

Achieve all cost-effective DSM that results in a reasonable rate impact

In Section 4.2 of the Framework the Board states that it is, “...of the view that a bill
impact of $2.00/month for a typical Residential customer...provides a reasonable
guideline for the gas utilities to prepare their DSM plans.” The Board further states in
Section 4.2 that, “The gas utilities should ensure that overall cost increases to all other
rate classes are generally proportional with the guidance outlined relative to Residential
customers...”.

When developing Union’s DSM Offerings and accompanying budget requirements,
Union balanced the need to comply with the reasonable rate impact to all rate classes
outlined by the Board (as stated above) and the need to achieve all cost-effective savings
available within program areas funded by these rate classes. The result is a balanced

budget that complies with the guidance on the Residential rate class impact, and is well
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within the rate impact guidance for all other rate classes, while still achieving an overall
cost-effective portfolio. Union proposes a budget that will reach $59.5 million in 2020
(excluding inflation). Rate impacts based on the proposed 2016-2020 DSM Plan are
included at Exhibit A, Tab 3, Appendix E. For Residential customers in Rate M1 the
average monthly bill impact is $1.92 per month in 2020, for Residential customers in
Rate 01 the average monthly bill impact is $2.20 per month in 2020. In accordance with
the Framework, by 2020 the average Residential customer in Union’s franchise will pay

approximately $2.00 per month in DSM costs.

. Where appropriate, coordinate and integrate DSM and electricity CDM efforts to achieve

efficiencies

Union has successfully worked with electric utilities to partner on conservation initiatives
since 2008. Union recognizes that this is a priority for both the Board and the Ministry of
Energy and has made significant efforts towards meeting this goal through participation
on the Conservation First Advisory Working Group that was established to develop the
new CDM Framework in 2014. Union has also had ongoing discussions with a number of
electric utilities and the Independent Electricity System Operator (the “IESO”) to identify
additional opportunities to work together. In addition, Union is a member of the
Conservation First Implementation Committee and will join the CDM Working Groups
with the goal of integrating program design in the future where appropriate. Union will
continue to work on addressing the barriers in the market that are impeding stronger
collaboration of natural gas DSM programs and electric CDM programs. Union’s

approach to collaboration and integration is outlined at Exhibit A, Tab 1, Appendix C.
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4. Gas utilities will be able to recover costs and lost revenues from DSM programs

As outlined in Section 11.2 of the Guidelines, Union will continue to use the Demand
Side Management Variance Account (“DSMVA”) in 2015-2020 to track the variance
between actual DSM spending by rate class versus the budgeted amount included in rates
by rate class. Consistent with Section 11.3 of the Guidelines, Union will also continue to
use the Lost Revenue Adjustment Mechanism Variance Account (“LRAMVA”) in 2015-
2020 to track at the rate class level, the variance between the actual impact of DSM
activities undertaken (lost revenues from DSM programs) and the forecasted impact
included in distribution rates. Consistent with Section 11.4 of the Guidelines, Union will
continue to use the DSM Incentive Deferral Account (“DSMIDA”). Beginning in 2016,
Union proposes to build 100% of the DSM incentive target into rates and record the
variance between the amount built into rates and the actual DSM incentive in the
DSMIDA. Union’s proposal can be found at Exhibit A, Tab 3, Section 4.

Design programs so that they achieve high customer participation levels

Union’s proposed multi-year Plan strikes a balance between providing holistic offerings
to customers while also providing broad access to customers to achieve high customer
participation levels. Union’s Residential Behavioural offering alone will reach a
significant amount of Union’s Residential customer base by targeting 23% of Union’s
total Residential market. In addition, the Residential Behavioural offering has an online
web portal that will be available to all Residential customers. This offering coupled with
the Home Reno Rebate and Energy Saving Kit offering will strive to reach participation

levels of up to 25% of Union’s Residential customer base.
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6. Minimize lost opportunities when implementing energy efficient upgrades
The minimization of lost opportunities was considered in all Program areas when
designing the proposed offerings. Union’s DSM Portfolio is taking a more holistic
approach to the market in all Program areas. Examples by Program area are as follows:
Residential Program:

o Union’s Home Reno Rebate offering has been available to customers since 2012
and is the highest contributor of lifetime natural gas savings in Union’s 2015-
2020 Residential Program proposal. The principal objective of this offering is to
provide a holistic approach to Residential home retrofits by offering customers
rebates towards their home energy audits, insulation upgrades and their
heating/water heating systems. In 2016, Union is driving this objective even
further by providing enhanced incentives to customers to avoid any lost
opportunities in the home. Further detail on this offering is provided at Exhibit A,
Tab 3, Appendix A, Section 1.0.

Low Income:

o Union’s Home Weatherization Program takes a comprehensive approach to
private market and social housing residential homes by providing free home
energy audits and insulation upgrades to the homeowner or housing provider.
Union is proposing to add a furnace incentive in 2016 to further address any lost
opportunities in the home. Further detail on this offering is provided at Exhibit A,

Tab 3, Appendix A, Section 1.4.
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Commercial:

o0 Union is proposing a Direct Install Pilot for small business customers that will

investigate how to take a holistic approach to these hard to reach customers.
Given the barriers these customers face in entering DSM Programs, such as
capital outlay, Union is researching how to properly address this customer group
through the appropriate program design and delivery to ensure all opportunities
are addressed when entering the business, thus decreasing any potential lost
opportunities. Further detail on this offering is provided at Exhibit A, Tab 3,

Appendix A, Section 1.1.

Industrial:

o Union is proposing a Strategic Energy Management offering designed to increase

the adoption of an energy management system to establish a baseline for existing
operations and to track performance over time for continuous improvement.
Incentives are available to support the implementation of a system and for
performance improvements throughout the five year term. Taking a
comprehensive approach in energy management through monitoring and tracking
will assist customers in identifying and prioritizing further improvements and
minimizing lost opportunities. Further detail on this offering is provided at

Exhibit A, Tab 3, Appendix A, Section 1.2.

7. Ensure low-income programs are accessible across the province
Union currently has the ability to deliver the Home Weatherization and Affordable

Housing Conservation offerings province wide. For Home Weatherization, Union aims to



10

11

12

13

14

15

16

17

18

19

20

21

Filed: 2015-04-01
EB-2015-0029
Exhibit A

Tab 1

Page 11 of 23

get a minimum of ten applications within a small rural area before deploying a delivery
agent. Over the course of the Plan, Union will continue to develop its market channels to
more proactively promote and respond to customers residing in remote locations. Union
is also broadening its reach to low income customers through the launch of an Aboriginal
Conservation offering as described at Exhibit A, Tab 3, Appendix A, Section 1.4.
Programs should be designed to pursue long-term energy savings

Union’s proposed DSM offerings are designed to focus on the pursuit of long-term
energy savings with measures that have long measure lives and would be very
challenging to remove or replace. More than 98% of the measures proposed in Union’s
offerings have a measure life of 10 years or more. In addition, lifetime cubic metres of
natural gas savings represent the largest portion of the scorecards proposed in Exhibit A,
Tab 3, Section 3.

Shareholder incentives will be commensurate with performance and efficient use of funds
Union has allocated the shareholder incentive across scorecards based on the percentage
of the total proposed budget spend and allocated the largest proportion to metrics that
achieve significant lifetime natural gas savings as outlined by the Board in Section 5 of
the Framework. The targets and accompanying budgets within the 2015-2020 Plan will
produce substantial savings for customers and will be required to be delivered using
funding in an efficient manner. Union’s scorecard proposals are outlined at Exhibit A,

Tab 2, Section 3 for 2015 and Exhibit A, Tab 3, Section 3 for 2016-2020.
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10. Ensure DSM is considered in gas utility infrastructure planning at the regional and local

5.0

levels

Union will examine how DSM could be considered in gas utility infrastructure planning.
This will be identified as part of the study Union will commence in 2015 to determine the
potential effects DSM can have on deferring, postponing or reducing future capital

investments. Union’s preliminary approach is outlined at Exhibit A, Tab 1, Appendix D.

Response to Key Priorities

In Section 6.2 of the Framework, the Board outlines the expectation that the multi-year plans,

“...enable the delivery of results in the areas which have been identified as key priorities in the

Long Term Energy Plan, Conservation Directive and by the Board”.

Union’s 2015-2020 Plan will enable the delivery of results in areas identified as key priorities as

follows:

a)

b)

Implement DSM programs that can help reduce and/or defer future infrastructure
investments

As outlined in guiding principle number one and number ten above, Union will perform a
study commencing in 2015 to determine the potential effects DSM can have on deferring,
postponing or reducing future capital investments.

Develop new and innovative programs, including flexibility to allow for on-bill financing
options

Union has proposed many new and innovative programs in its Plan, including:
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e A Behavioural Offering for Residential customers (Exhibit A, Tab 3, Appendix
A, Section 1.0);

e An Aboriginal Conservation Offering (Exhibit A, Tab 3, Appendix A, Section
1.4);

e Furnace End-of-Life Upgrade Offering for Low Income customers (Exhibit A,
Tab 3, Appendix A, Section 1.4);

e Direct Install Pilot for Small Business customers (Exhibit A, Tab 3, Appendix A,
Section 1.1);

e Strategic Energy Management for Industrial customers (Exhibit A, Tab 3,
Appendix A, Section 1.2); and,

e Best practices training and technical expertise for Large VVolume customers

(Exhibit A, Tab 3, Appendix A, Section 1.3).

Although Union is not proposing to offer on-bill financing based on customer feedback
as outlined at Exhibit A, Tab 1, Appendix B, Union will investigate how to facilitate

financing options for customers through partnership and education efforts.

Increase collaboration and integration of natural gas DSM programs and electricity
CDM programs

Union has been actively engaged with the IESO and electric LDCs to continue to
progress on collaboration and integration of DSM and CDM Programs. Union’s

approach to collaboration and integration is outlined at Exhibit A, Tab 1, Appendix C.
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d) Expand the delivery of Low-income offerings across the province
As outlined in guiding principle seven above, Union will continue to offer Low Income
Programs across the province in 2015-2020.

e) Implement DSM programs that are evidence-based and rely on detailed customer data,

including
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i.  Provide a greater level of customer-specific educational information and data to

help customers use natural gas more efficiently;

Union is proposing a Behavioural Offering that will educate and empower
Residential customers to actively monitor and manage their gas usage by
providing customized reports using their specific household data and comparing

their usage to similar homes (Exhibit A, Tab 3, Appendix A, Section 1.0).

Union is also proposing a Performance-Based Scorecard that will measure
offerings that are evidence based and rely on detailed customer data including
Strategic Energy Management and RunSmart (Exhibit A, Tab 3, Appendix A,
Section 1.2). In addition, Union will participate in a Performance-Based
Conservation Pilot, in collaboration with the IESO and Enbridge to determine the

potential to expand this program more broadly in the future.

Union will also continue to work with the Ministry of Energy on the development
and launch of the Green Button initiative for natural gas customers in Ontario

(Exhibit A, Tab 2, Section 12.4).
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ii.  Benchmark energy usage to enable detailed data analysis and comparison of
usage with other similar customers and pre/post program participation;
Union’s Low Income and Performance-Based Programs will incorporate
benchmarking activities in the upfront engagement with customers to assist them
in making informed decisions around their efficiency upgrades (Exhibit A, Tab 3,
Appendix A, Sections 1.4 and 1.2).
f) Ensure that programs take a holistic-approach and identify and target all energy savings

opportunities throughout a customer’s home or business

Union takes a holistic approach in all Program areas, including offerings such as: Home

Reno Rebate, Home Weatherization, Aboriginal Conservation, Direct Install Pilot and

Strategic Energy Management.

6.0  Customer Needs
Union recognizes that future success with DSM Program offerings requires an understanding of
the market and a focus on meeting customer needs. Over the years, Union has consistently
reached out to customers to get their perspective on the barriers to adopting energy efficiency
improvements and what is meaningful to them in their pursuit of energy savings. Union heard the
following from customers:
e Awareness of the potential to save energy remains a key barrier to customer participation
in DSM Programs. In the Residential market, many customers have no plans to make
their home more energy efficient, believing instead that their homes are already energy

efficient. In the general service Commercial/Industrial market more than half of Union’s
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customers are unaware of Union’s DSM Program Offerings. These indicators suggest
that Union can play an important role as a source of information on the potential to make
energy efficiency improvements and how customers can save energy. New offerings such
as Residential Behavioural will play a critical role in addressing this barrier.

The primary benefit or motivator to undertaking energy efficiency investments is the
ability to achieve energy savings, yet many customers are uncertain about the potential
benefit that can be realized. In both Residential and Commercial/Industrial markets,
Union has heard that a valued element of any DSM Program Offering is the ability to
provide confidence that the estimated energy savings will be realized. Union is
addressing this barrier in offerings such as Residential Behavioral, Strategic Energy
Management and RunSmart where savings will be measured at the meter.

Cost and limited resources continue to be a key barrier to customers undertaking energy
efficiency improvements. As such, customer incentives are a critical feature to overcome
the cost barrier in investing in deep measures for both Residential and
Commercial/Industrial general service customers. Union has heard that many of these
customers consider the rebates and/or incentives offered in a DSM Program to be the
most valuable program feature. Union is addressing the cost and limited resources barrier
in offerings such as Home Reno Rebate and Commercial/Industrial Custom and

Prescriptive by enhancing the incentives for customers.
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7.0  Stakeholder Consultation

Over the course of developing its 2015-2020 Plan, Union consulted with stakeholders, including
intervenors, customers, the IESO, electric utilities, Enbridge and service providers. Union
consults regularly with stakeholders to gain their insights and to refine Union’s DSM Programs

in response to the changing needs of the market and customers.

In advance of the release of the final Framework and Guidelines, Union met with stakeholders to
proactively engage in discussions around the 2015-2020 Plan. Details on the stakeholder sessions

can be found at Exhibit A, Tab 2, Appendix A and Exhibit A, Tab 3, Appendix B.

After the final Framework and Guidelines were released on December 22, 2014, Union held four
DSM Consultative sessions with stakeholders to further engage them in the Plan development
process. Union received valuable feedback from stakeholders at all of the sessions and Union
took the feedback into consideration when developing and finalizing the Plan. A summary of the
changes Union incorporated in the Plan based on stakeholder feedback can be found at Exhibit

A, Tab 2, Appendix A, p. 51 and Exhibit A, Tab 3, Appendix B, pp. 238-240.

Consultative Session 1 - January 14, 2015

Union met with stakeholders to review the approach to the 2015 DSM Plan based on the
direction from the Board to, “...roll-forward their 2014 DSM plans, including all programs and
parameters (i.e., budgets, targets, incentive structure) into 2015 (Section 15.1 of the

Framework). At the Consultative, Union reviewed scorecards, targets, and budgets for the 2015
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Plan and feedback was received on all items. Materials from the session including the meeting

invitation, the attendance list and the presentation can be found in Exhibit A, Tab 2, Appendix A.

Consultative Session 2 — February 18, 2015

Union met with stakeholders to review the following items regarding the Plan: proposed
stakeholder process up to the filing of the Plan; changes to the 2015 Plan based on feedback from
stakeholders at the Consultative Session 1 held on January 14, 2015; 2016-2020 directional
Program proposals for Residential, Low Income, Commercial/Industrial Prescriptive and Market
Transformation; and proposed scorecard metrics for those Program areas. Materials from the
session including the meeting invitation, the attendance list and the presentation can be found at

Exhibit A, Tab 3, Appendix B.

Consultative Session 3 — March 4, 2015

Union met with stakeholders to review the following items regarding the Plan: proposed
stakeholdering process up to the filing of the Plan; changes to the 2016-2020 directional Program
proposals for Residential, Low Income, Commercial/Industrial Prescriptive and Market
Transformation based on feedback from stakeholders at the Consultative Session 2 held on
February 18, 2015; 2016-2020 directional Program proposal for Commercial/Industrial Custom
and Large Volume; 2016-2020 Resource Acquisition and Low Income Scorecards; budgets and
shareholder incentive (considered feedback from February 18 session); overall rate impact

assessment; DSM/CDM Collaboration; DSM and Infrastructure Planning; and DSM Tracking
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and Reporting Requirements. Materials from the session including the meeting invitation, the

attendance list and the presentation can be found at Exhibit A, Tab 3, Appendix B.

Consultative Session 4 — March 11, 2015

Union met with stakeholders to review the following items regarding the Plan: 2016-2020
Program proposal updates for all markets; the overall Portfolio budget; 2016-2020 Scorecards
with proposed metrics and formulas; the proposed allocation of shareholder incentive across
scorecards; and the allocation of budget across rate classes. Materials from the session including
the meeting invitation, the attendance list and the presentation can be found at Exhibit A, Tab 3,

Appendix B.

8.0  Proposed Treatment of Rate T1 Customers

In the Framework, the Board proposes that the Large Volume rate classes for Union be defined
as Rate T1, Rate T2 and Rate 100. Beginning in 2016, Union is proposing to offer Rate T1
customers Commercial/Industrial Programs within the Resource Acquisition Scorecard rather
than the Large VVolume Program given the significant differences between Rate T1 and Rate T2

in terms of daily contracted demand and annual consumption.

In its 2013 Cost of Service Decision (EB-2011-0210), the Board approved the split of Rate T1
into a new Rate T1 rate class and a new Rate T2 rate class, effective January 1, 2013. Prior to the
Board’s Decision Union filed its 2013-2014 Large Volume DSM Plan, which was premised on

Rate T1 before the split of the rate class. While the new Rate T1 remained in the Large Volume
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Scorecard, the rate class was treated differently than Rate T2 and Rate 100. Specifically, the
Programs offered to Rate T1 customers were consistent with the Commercial/Industrial Custom
offering on the Resource Acquisition Scorecard. Rate T1 customers are similar in composition to
customers in Union’s Rate M4 and Rate M7 rate classes and Enbridge’s Rate 100 rate class,
none of which are defined as Large Volume in the Framework. Please see Exhibit A, Tab 3,

Section 12.1 for Union’s proposed treatment of Rate T1 customers.

9.0  Migration of Rate M4/M5/M7 Customers

In its EB-2011-0210 Decision, the Board approved Union’s proposed Rate M4, Rate M5 and
Rate M7 rate class eligibility changes effective January 1, 2014. As a result of this change, 22
Rate M4 and Rate M5 customers in Union’s 2013 Board-approved forecast were required to
move to Rate M7 effective January 1, 2014. Union’s ratemaking process during Incentive
Regulation Mechanism (“IRM”) does not recognize the annual volumes associated with the
transition of 22 customers from Rate M4 and Rate M5 to Rate M7, while Union’s proposed
2016-2020 DSM budget reflects the current number of customers in all three rate classes. Due to
Rate M7 rate class eligibility changes, the DSM costs in proportion to the current approved bill
in Rate M7 are approximately two times greater than Rate M4 and three times greater than Rate
M5. To address the discrepancy between the proportion of DSM costs in Rate M7 compared to
Rate M4 and M5, Union proposes to pool the proposed DSM costs for these three rate classes
and reallocate the costs in proportion to 2015 approved volumes. Union’s approach is discussed

in more detail at Exhibit A, Tab 3, Section 13.
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10.0 Evaluation Governance
In Section 7.2 of the Framework, the Board concludes that, “....it is in the best position to
coordinate the evaluation process throughout the DSM framework period (i.e., 2015 to 2020)”.
Union supports the Board’s coordination of the evaluation and audit process. Union expects this
change will improve the process by providing for regulatory efficiency and ensuring timelines
are met while giving the Board and stakeholders confidence in the accuracy of results.
During the plan period of 2015-2020, Union proposes that evaluation and audit be coordinated
by the Board through two separate processes for evaluation and audit:

1. Evaluation will be guided by a common Evaluation Advisory Forum (“EAF”) involving

the Board, Union, Enbridge, and stakeholders.

2. The Audit will be guided by a separate Audit Committees (“AC”) for Union.

Union’s proposed approach is discussed in more detail at Exhibit A, Tab 2, Section 9.

11.0 Tracking and Reporting System Requirements

The information technology architecture behind Union’s current DSM tracking and reporting
systems was originally designed in 2000 to support the reporting requirements over a decade
ago. Several upgrades were made over the last ten years to accommodate the requirements of the
previous two DSM Frameworks. The new DSM Framework for 2015-2020 has additional data
reporting requirements that can no longer be supported by the architecture of Union’s existing

DSM tracking and reporting systems.
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Union conducted a preliminary review of both the current state of the DSM systems and the
future requirements to enable compliance with the new DSM framework. The review included
identification and prioritization of DSM data requirements during the six year framework.
Union’s proposal for a new DSM tracking and reporting system is included at Exhibit A, Tab 2,

Section 12.2.

12.0 Characteristics of Union’s Distribution System
Under Section 14.1 of the Guidelines, the Board requested the following characteristics of

Union’s distribution system:

a) Total natural gas purchases;

b) Sales by rate class;

c) Number of customers by rate class; and,

d) Summaries of sales and number of customer figures for all rate classes within the various
customer types (e.g. Residential, Low Income, Commercial, Industrial and Large

VVolume) that DSM programs will be developed for and offered to.

The information requested by the Board is below.

a) Total Natural Gas Purchases

The total gas purchased for system sales customers and the quantity of gas supplied for the
account of direct purchase customers in 2014 (which will be reported to the Board through the

Q4 2014 Reporting and Record Keeping Requirements due April 30, 2015) is shown below.
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Union does not purchase gas for direct purchase customers.

Gas Purchased for System Sales Customers: 5,219 10°m?

Gas Supplied for the Account of Direct Purchase Customers: 9,971 10°m?

b) and c) Sales and Number of Customers by Rate Class

Please see Exhibit A, Tab 1, Appendix A, Schedules 1 to 3. Schedule 1 provides the total
throughput volume by rate class, Schedule 2 provides total gas sales revenue by rate class and
Schedule 3 provides Union’s number of customers by rate class as of Q4, 2014. This information

will also be provided in Union’s 2014 Deferral Disposition Proceeding (EB-2015-0010).

d) Sales and Number of Customers by Rate Class and Service Type

Please see Exhibit A, Tab 1, Appendix A, Schedule 4 and 5 for the total throughput volume and
number of customers broken out by rate class and service type, for all rate classes for which

DSM programs will be developed and to which the DSM programs will be offered.
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Line No. Volumes in 10%m? System Sales ABC-T ABC-Unbundled Bundled-T T-Service Total System Sales ABC-T ABC-Unbundled Bundled-T T-Service Total System Sales ABC-T ABC-Unbundled Bundled-T T-Service Total
(@) (b) (© (d) () () () (h) i () (k) 0] (m) (n) (0) (p) (@) (r)

General Service
1 Rate M1 Firm 2,271,443 465,977 185,421 16,702 - 2,939,543 2,626,749 315,338 72,211 16,377 - 3,030,675 2,942,275 308,880 59,947 17,591 - 3,328,692
2 Rate M2 Firm 378,137 336,728 23,220 237,485 - 975,571 602,017 301,229 12,281 261,437 = 1,176,964 670,955 329,963 7,913 275,597 - 1,284,428
3 Rate 01 Firm 641,423 233,272 - 9,727 - 884,421 830,433 139,168 = 9,933 = 979,534 913,183 129,135 - 10,749 - 1,053,067
4 Rate 10 Firm 155,398 82,428 - 85,062 - 322,887 189,948 73,623 = 94,901 3,602 362,073 204,812 74,764 - 96,807 3,047 379,430
5 Total General Service 3,446,401 1,118,404 208,642 348,975 - 5,122,423 4,249,148 829,358 84,492 382,648 3,602 5,549,247 4,731,226 842,742 67,859 400,744 3,047 6,045,618

Wholesale - Utility
6 Rate M9 Firm - - - 60,750 - 60,750 = = = 63,240 = 63,240 - - - 67,138 - 67,138
7 Rate M10 Firm 48 - - 141 - 189 284 - - - 284 312 - - - 312
8 Total Wholesale - Utility 48 - - 60,891 - 60,939 284 - - 63,240 - 63,524 312 - - 67,138 - 67,450

Contract
9 Rate M4 16,855 - - 387,823 - 404,678 29,890 12,923 = 432,002 = 474,815 37,330 11,639 - 435,435 - 484,404
10 Rate M7 - - - 147,143 - 147,143 10,921 = = 161,362 = 172,283 27,984 2,922 - 361,350 - 392,256
11 Rate 20 Storage - - - - - - = = = = = = - - - - - -
12 Rate 20 Transportation 13,514 - - 110,097 506,191 629,802 7,264 = - 97,110 546,594 650,968 8,614 - - 93,899 433,114 535,626
13 Rate 100 Storage - - - - - - - - - - - - - - - - - -
14 Rate 100 Transportation - - - - 1,895,488 1,895,488 = = = = 1,926,579 1,926,579 - - - - 1,710,928 1,710,928
15 Rate T-1 Storage - - - - - - = = = = = = - - - - - -
16 Rate T-1 Transportation - - - - 548,986 548,986 = = = = 452,838 452,838 - - - - 470,811 470,811
17 Rate T-2 Storage - - - - - - = = = = = = - - - - - -
18 Rate T-2 Transportation - - - - 4,880,297 4,880,297 = = - - 4,241,475 4,241,475 - - - - 4,305,103 4,305,103
19 Rate T-3 Storage - - - - - - = = = = S = - - - - - -
20 Rate T-3 Transportation - - - - 272,712 272,712 = = = = 273,597 273,597 - - - - 288,979 288,979
21 Rate M5 14,152 - - 520,981 - 535,132 25,761 941 = 497,780 = 524,481 14,733 - - 244,625 - 259,358
22 Rate 25 42,913 - - - 116,643 159,555 97,661 = = = 117,806 215,467 97,399 - - - 89,150 186,550
23 Rate 30 - - - - - - = = = = = = - - - - - -
24 Total Contract 87,433 - - 1,166,044 8,220,317 9,473,795 171,497 13,864 - 1,188,254 7,558,890 8,932,505 186,060 14,561 - 1,135,309 7,298,086 8,634,015
25  Total Throughput Volume 3,533,882 1,118,404 208,642 1,575,911 8,220,317 14,657,156 4,420,929 843,222 84,492 1,634,142 7,562,492 14,545,277 4,917,599 857,303 67,859 1,603,190 7,301,132 14,747,083
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Line No. Particulars ($000's) System Sales ABC-T ABC-Unbundled Bundled-T T-Service Total System Sales ABC-T ABC-Unbundled Bundled-T T-Service Total
() (b) (© (d) (€) () () (h) i ' (k) U]

General Service
1 Rate M1 Firm 693,117 58,944 24,671 889 - 777,621 786,347 37,442 9,865 900 - 834,554
2 Rate M2 Firm 84,792 17,612 2,631 11,466 - 116,501 132,946 15,550 544 12,393 568 162,002
3 Rate 01 Firm 268,545 66,665 - 1,993 - 337,202 332,962 38,003 = 1,981 = 372,946
4 Rate 10 Firm 43,957 13,251 - 12,874 - 70,083 52,348 11,184 = 13,459 238 77,229
5 Total General Service 1,090,412 156,472 27,301 27,222 - 1,301,407 1,304,603 102,180 10,409 28,733 805 1,446,730

Wholesale - Utility
6 Rate M9 Firm - - - 727 - 727 - = - 744 - 744
7 Rate M10 Firm 11 - - 7 - 18 62 = = = 62
8 Total Wholesale - Utility 11 - - 734 - 745 62 = = 744 = 806

Contract
9 Rate M4 3,407 - - 11,786 - 15,193 6,583 597 = 12,306 = 19,485
10 Rate M7 - - - 4,127 - 4,127 2,191 = = 4,109 = 6,299
11 Rate 20 Storage - - - - 1,057 1,057 = = = = 1,483 1,483
12 Rate 20 Transportation 3,304 - - 10,277 10,637 24,219 1,634 = - 8,832 10,304 20,771
13 Rate 100 Storage - - - - 166 166 S = = = 168 168
14 Rate 100 Transportation - - - - 15,481 15,481 = = = = 15,656 15,656
15 Rate T-1 Storage - - - - 1,400 1,400 - - - - 1,412 1,412
16 Rate T-1 Transportation - - - - 9,241 9,241 - - - - 8,562 8,562
17 Rate T-2 Storage - - - - 5,976 5,976 = = = = 7,661 7,661
18 Rate T-2 Transportation - - - - 36,193 36,193 = = = = 38,896 38,896
19 Rate T-3 Storage - - - - 1,345 1,345 = = = = 1,385 1,385
20 Rate T-3 Transportation - - - - 3,054 3,054 = = = = 3,072 3,072
21 Rate M5 2,801 - - 12,913 - 15,713 5,058 32 = 12,335 = 17,424
22 Rate 25 10,172 - - - 3,273 13,445 20,777 = = = 3,270 24,047
23 Rate 30 - - - - - - = = = = 80 80
24 Total Contract 19,684 - - 39,102 87,824 146,610 36,243 629 - 37,581 91,950 166,402
25  Subtotal 1,110,107 156,472 27,301 67,058 87,824 1,448,762 1,340,908 102,808 10,409 67,058 92,755 1,613,938
26 LRAM - 2,832
27 Average Use / Normalized Average Consumption - (11,481)
28 Parkway Obligation Rate Variance - =
29 Parkway West Capital Pass Through - =
30 Total Revenue S 1,448,762 S 1,605,289

Actual 2014
System Sales ABC-T ABC-Unbundle: Bundled-T T-Service Total

(m) (n) (0) (P) (@) (r)
892,930 34,352 7,765 973 - 936,020
152,465 14,812 312 11,265 456 179,311
359,459 31,773 - 1,923 - 393,155
56,398 9,755 - 11,541 147 77,841
1,461,252 90,692 8,078 25,702 604 1,586,327
- - - 780 - 780
70 - - - - 70
70 - - 780 - 850
8,489 334 - 12,845 - 21,668
8,009 251 - 7,724 - 15,984
- - - - 1,529 1,529
2,051 - - 7,779 10,074 19,905
- - - - 154 154
- - - - 15,618 15,618
- - - - 1,521 1,521
- - - - 8,702 8,702
- - - - 8,360 8,360
- - - - 40,968 40,968
- - - - 1,604 1,604
- - - - 3,111 3,111
3,174 - - 6,832 - 10,007
21,643 - - - 2,801 24,443
- - - - 58 58
43,367 585 - 35,181 94,501 173,633
1,504,688 91,277 8,078 61,663 95,104 1,760,810
786

(2,576)
3,585
(1,106)

S 1,761,499
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Total Customers by Service Type and Rate Class
All Customer Rate Classes
Year Ended December 31
Board Apprroved 2013 Actual 2013 Actual 2014
Line No. Particulars System Sales ABC-T ABC-Unbundled Bundled-T T-Service Total System Sales ABC-T ABC-Unbundled Bundled-T Total System Sales ABC-T ABC-Unbundled Bundled-T T-Service Total
(@) (b) (© (d) (e) U (@) (h) i ' U] (m) (n) (0) (P) (@) (r)
General Service
1 Rate M1 Firm 837,301 157,165 72,389 902 - 1,067,757 945,122 92,119 26,110 1,048 - 1,064,399 976,089 83,200 17,858 1,142 - 1,078,289
2 Rate M2 Firm 3,172 2,594 241 771 - 6,778 3,942 1,960 59 762 - 6,723 3,937 2,177 43 783 - 6,940
3 Rate 01 Firm 242,644 80,300 - 343 - 323,287 282,559 41,913 = 585 = 325,057 295,243 35,942 - 595 - 331,780
4 Rate 10 Firm 930 845 - 289 - 2,064 1,217 494 = 300 5 2,016 1,181 539 - 294 5 2,019
5 Total General Service 1,084,047 240,904 72,630 2,305 - 1,399,886 1,232,840 136,486 26,169 2,695 5 1,398,195 1,276,450 121,858 17,901 2,814 5 1,419,028
Wholesale - Utility
6 Rate M9 Firm - - - 3 - 3 = = = 2 = 2 - - - 2 - 2
7 Rate M10 Firm 1 - - 1 - 2 2 = = = 2 2 - - - - 2
8 Total Wholesale - Utility 1 - - 4 - 5 2 = = 2 = 4 2 - - 2 - 4
Contract
9 Rate M4 11 - - 104 - 115 18 5 = 126 = 149 18 5 - 131 - 154
10 Rate M7 - - - 4 - 4 1 = = 3 = 4 3 1 - 24 - 28
11 Rate 20 Storage - - - - - - = = = = = = - - - - - -
12 Rate 20 Transportation 4 - - 20 39 63 2 = = 18 28 48 3 - - 17 28 48
13 Rate 100 Storage - - - - - - - - - = - - - - - - - -
14 Rate 100 Transportation - - - - 17 17 = = = = 14 14 - - - - 11 11
15 Rate T-1 Storage - - - - - - = = = = = = - - - - - -
16 Rate T-1 Transportation - - - - 35 35 = = = = 38 38 - - - - 36 36
17 Rate T-2 Storage - - - - - - - - - - - - - - - - - -
18 Rate T-2 Transportation - - - - 29 29 = = = = 22 22 - - - - 22 22
19 Rate T-3 Storage - - - - - - - = - - - - - - - - - -
20 Rate T-3 Transportation - - - - 1 1 = = = = 1 1 - - - - 1 1
21 Rate M5 5 - - 139 - 144 11 = = 100 = 111 8 1 - 73 - 82
22 Rate 25 50 - - - 42 92 43 - - - 51 94 38 - - - 47 85
23 Rate 30 - - - - - - - - - - - - - - - - - -
24  Total Contract 70 - - 267 163 500 75 5 - 247 154 481 70 7 - 245 145 467
25  Total Number of Customers 1,084,118 240,904 72,630 2,576 163 1,400,391 1,232,917 136,491 26,169 2,944 159 1,398,680 1,276,522 121,865 17,901 3,061 150 1,419,499

*Customer count for storage is included within transportation
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UNION GAS LIMITED
Throughput Volume by Service Class and Rate Class
All Customer Rate Classes that DSM Programs will be Developed For and Offered To
Year Ended December 31, 2014
Line No. Volumes in 10°m? Residential Commercial Industrial Total
(a) (b) (d) (f)
General Service
1 Rate M1 Firm 2,503,641 754,225 70,826 3,328,692
2 Rate M2 Firm 386 919,280 364,762 1,284,428
3 Rate 01 Firm 766,176 285,639 1,252 1,053,067
4 Rate 10 Firm 282,474 96,957 379,430
5 Total General Service 3,270,204 2,241,617 533,797 6,045,618
Contract

6 Rate M4 124,965 359,439 484,404
7 Rate M7 148,469 243,786 392,256
8 Rate 20 535,626 535,626
9 Rate 100 48,210 1,662,718 1,710,928
10 Rate T-1 107,399 363,412 470,811
11 Rate T-2 147,221 4,157,883 4,305,103
12 Rate M5 159,578 99,780 259,358
13 Total Contract - 735,842 7,422,645 8,158,486

14 Total Throughput Volume 3,270,204 2,977,459 7,956,441 14,204,104
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Line No.  Particulars Residential Commercial Industrial Total
(a) (b) (©) (d)
General Service
1 Rate M1 Firm 995,647 78,652 3,990 1,078,289
2 Rate M2 Firm 8 5,708 1,224 6,940
3 Rate 01 Firm 303,618 28,129 33 331,780
4 Rate 10 Firm 1,866 153 2,019
5 Total General Service 1,299,273 114,355 5,400 1,419,028
Contract
6 Rate M4 53 101 154
7 Rate M7 14 14 28
8 Rate 20 1 47 48
9 Rate 100 - 11 11
10 Rate T-1 7 29 36
11 Rate T-2 3 19 22
12 Rate M5 52 30 82
13 Total Contract - 130 251 381
14 Total Number of Customers 1,299,273 114,485 5,651 1,419,409

*Customer count for storage is included within transportation
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APPENDIX B: ON-BILL FINANCING
Union has considered the flexibility given by the Board in Section 6.2 of the Framework for the
“development of new and innovative programs, including flexibility to allow for on bill
financing options”. On-bill financing was discussed as a potential new program idea in a
consultation session with stakeholders in December 2013 as referenced at Exhibit A, Tab 3,
Appendix B and the majority of participants did not support moving ahead with this new

offering.

One of the guiding principles for the DSM Framework is that programs should be designed to
remove barriers in the marketplace to increase program take-up*. Customer research provides
important insights on the barriers to participation. Notably, customers do not cite access to

financing as an obstacle to undertaking energy efficiency improvements.

High upfront costs of undertaking energy efficiency improvements are a commonly cited barrier
to participating in DSM programs. While some may argue that an on-bill financing program
helps to overcome upfront costs, it would only do so if the customer is willing to take on
additional debt. Union’s research suggests that there is a wide array of financing options
available to those customers wishing to pursue financing for energy efficiency improvements,

2

including some borrowing vehicles which specifically target energy efficiency improvements*.

In spite of the current availability of financing, the majority who have or expect to undertake

! EB-2014-0134 Report of the Board, December 22, 2014, page 8.
2 On-Bill Financing for DSM Programs: Research Insights and Findings.
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energy efficiency improvements in the next two years have or expect to do so from cash or
savings®. Union believes that making an additional borrowing vehicle available through an on-
bill financing program, with additional customer costs required to establish that vehicle, will not

alter the customer’s willingness to take on debt for energy efficiency improvements.

In Union’s view, overcoming the upfront cost of energy efficiency improvements is critically
linked to two factors:
1. Customer incentives
Union has heard that rebates and incentives are the most valued program feature by
residential single family and commercial/industrial mass market customers. In contrast,
access to financing options is perceived as the least valuable program feature by the

majority of these customers.

2. Customer understanding of the potential to save on their utility bills
Lack of clarity on savings also emerges as a barrier. Union believes that program features
that build customer understanding of the benefits of the investment, such as the energy
assessment component of the Home Reno Rebate Offering outlined at Exhibit A, Tab 3,
Appendix A, Section 1.0 will be far more effective in encouraging customers to

implement efficiency upgrades than an on-bill financing offering.

* On-Bill Financing for DSM Programs: Research Insights and Findings.
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In order to ensure customers have an understanding of the financing options available to them
during the 2015-2020 Plan, Union intends to focus on enabling financing options through the
following:
e Providing information to customers on financing options for energy efficiency upgrades,
for example within a promotion on a bill insert
e Initiating dialogue with key financial institutions about how their financing offerings
might be promoted from Union’s programs
e Developing an online page on Union’s website that provides customers with financing

information and options
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APPENDIX C: CONSERVATION DEMAND MANAGEMENT (“CDM”)

Union has been actively collaborating and partnering with electric local distribution companies
(“LDCs) on conservation initiatives since 2008. Over the next six years, Union will continue
to build on this experience and work with the electric LDCs and the Independent Electricity
System Operator (“IESO”) to identify opportunities to further collaborate and integrate DSM and

electricity CDM programs.

Alignment of the DSM and CDM Framework terms represents an important step toward
enabling future collaboration. Over the past year Union and Enbridge have been active
participants on the Conservation First Advisory Working Group established by the Ontario
Power Authority (as predecessor to the IESO) to establish the 2015-2020 CDM Framework in

accordance with the Minister of Energy’s March 31, 2014 direction.

Union and Enbridge are also members of the newly formed Conservation First Implementation
Committee established by the IESO in collaboration with electric LDCs to provide guidance to
the CDM Working Groups and provide input on the management of CDM. Union and Enbridge
will also be members of the CDM Working Groups which will further enable collaboration and
integration as existing programs are updated and new programs are introduced. In addition,
Union is participating on the CDM Achievable Potential Steering Committee that is overseeing

the study that needs to be completed by June 2016. By participating in these committees, Union
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is hoping to address some of the barriers to collaboration, including alignment of program

elements.

The electric LDCs are currently developing their six year CDM plans that need to be submitted
to the IESO for approval® by May 1, 2015. In addition to the committee work, Union has met
with a number of electric LDCs to discuss potential opportunities for collaboration. Union has
65 electric LDCs within its franchise area, so a targeted approach will be required and need to

evolve over the course of the Framework.

Union will investigate collaborative opportunities in 2015, with the goal of incremental
collaboration from 2016-2020 through:

e Actively participating on the Conservation First Implementation Committee and CDM
Working Groups to seek alignment where possible on DSM and CDM programs;

e Further engaging with electric LDC’s to understand their CDM Plans and interest in the
collaboration opportunities Union has identified and opportunities they have identified to
work together;

e Engaging with electric LDC’s and IESO to discuss various pilot project opportunities
which could result in coordinated and/or integrated collaborative programs. Further

details are included in Exhibit A, Tab 3, Appendix A; and,

L IESO approval period for CDM Plans is 30 - 60 days.
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e Working with Enbridge and the IESO to develop an aligned measures and assumptions

list.

Potential Opportunities for Collaboration
As outlined in Section 12 of the Framework, Union has considered how elements of both

existing and pilot DSM offerings could be integrated with existing electricity CDM programs.

As noted above, further discussion with the electric LDCs and the IESO will be required on

collaboration opportunities.

The following outlines a preliminary summary of potential collaboration opportunities that
Union has identified. Once the electric LDCs have completed their CDM Plans for 2015-2020,

Union intends to have additional discussions on potential areas of collaboration.

Residential

Home Reno Rebate (““HRR’”) Offering

e Home Reno Rebate Service Organizations could build awareness for the saveONenergy
Heating and Cooling offer while in the home, and other applicable CDM offers such as

coupons (i.e. via a leave-behind package).
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e Union will look to investigate electric LDC interest in a gas-electric pilot that could
leverage the Home Reno Rebate home energy assessment’s ability to identify deep
electricity savings opportunities.

Behavioural Offering

e Union will discuss its program with targeted electric LDCs and the residential CDM
Working Group to determine potential for collaboration.

Enerqgy Savings Kits (““ESK™) Offering

e saveONenergy Retail Coupon offer could be bundled with ESKs and distributed by
Home Reno Rebate Service Organizations.

Wi-Fi Thermostat - Pilot

e Potential to pursue as a collaborative pilot at the design stage to best align the DSM offer

along with the provincially available offer through an electric LDC.

Commercial/Industrial

C/I Prescriptive Offering

e Potential to incorporate gas measures with electricity savings in the CDM Retrofit
Program through the prescriptive stream (locally/provincially).

C/l Custom Offering

e Union could promote and identify any potential electric energy efficiency opportunities,
such as combined heat and power, arising with participating gas customers through

customer visits, energy studies/audits, gas projects.
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Direct Install (Small Business) - Pilot

e Consider a collaborative pilot to align the DSM offer with an electric LDC.

Performance-Based

RunSmart Offering

e Investigate a potential pilot program opportunity with an electric LDC (or a small group
of electric LDCs) for a gas-electric retrocomissioning offer.

Strategic Energy Management Offering

e Potential to promote and identify any electric energy efficiency opportunities arising with
participating gas customers through assessments/walkthroughs.

e Union could also offer gas energy efficiency training/support to any electric LDC
funded/appointed Embedded Energy Managers. These Embedded Energy Managers
could coordinate with Union’s Account Managers as necessary.

Performance-Based Conservation Pilot

e Union has committed to funding and in-kind support of a Performance Based

Conservation Pilot lead by the IESO and the Toronto and Region Conservation Authority.

Large Volume
e Union can encourage its large volume customers to contact their transmission or

distribution electricity providers for any electricity energy efficiency opportunities.
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Low Income

Home Weatherization (““HW?*) Offering

e Union could deliver Basic and Extended CDM measures, on behalf of partner electric
LDCs, to homes receiving Union's DSM offer.

e Potential to co-brand marketing materials that highlights both the Home Weatherization
Offering and the electric LDC’s Home Assistance Program.

e Consider using Union’s Home Weatherization Offering delivery agent to deliver Home
Assistance Program in DSM weatherized homes.

Aboriginal Offering

e Union could deliver the Aboriginal Conservation Program to all eligible gas and
electrically heated homes in DSM targeted reserves with residential gas service.

Furnace End-of-Life Upgrade Offering

e Union could promote this offering through social service agencies and other channels as
needed to promote the saveONenergy Heating and Cooling offer at one touch-point,
ensuring customers are aware of both incentive programs.

Multi-Family Offering

e Union could identify any electric energy efficiency opportunities arising with

participating gas customers through customer visits, energy studies/audits, gas projects.
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Union plans to engage with the CDM Working Group to identify potential programs in

anticipation of the 2017 building code change.
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APPENDIX D: DSM AND INFRASTRUCTURE PLANNING STUDY

Introduction

In Section 13 of the Framework, the Board states that DSM should be considered by the natural gas
utilities when developing infrastructure plans and that gas utilities must provide evidence in future
infrastructure projects of how DSM has been considered as an alternative at the preliminary stage of
project development. The Board then states that as part of each utility’s multi-year DSM plan
applications, each of the gas utilities “should include a preliminary scope of the study it plans to
conduct and propose a preliminary transition plan that outlines how the gas utility plans to begin to

include DSM as part of its future infrastructure planning efforts”.

Union’s preliminary study scope outlines the questions Union will study to determine the potential
effects DSM can have on deferring, postponing or reducing future capital investments. It is
premature for Union to propose a transition plan at this time. Union has had very preliminary
discussions with Enbridge regarding DSM and infrastructure planning and intends to continue those

discussions through the study process.

Study Scope

There is a fundamental difference between the approach used for distribution infrastructure
planning (e.g. instantaneous peak volumetric flow rate, or needle peak) and the approach used

for gas supply planning (e.g. peak day). The design day demands for Union South and Union
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North take into account existing DSM program volume reduction since the design day demands
are based on the previous winter’s actual daily measured volumes. Any impact of in-place DSM
programs will be reflected in the actual daily measured volumes. Company forecasts which
include, for example, reduction of contract rate customers’ volumes due to known energy

efficiency changes, are also included in the calculation of forecast design day demand.

Based on the DSM Framework, the primary focus of this study will be on the potential impacts
DSM could have on instantaneous peak hour, and hence, distribution infrastructure planning.
Currently Union South and Union North distribution systems are designed to accommodate the
required instantaneous peak volumetric flow rate, or needle peak. DSM programs have not been

designed specifically to target reductions in the instantaneous peak volumetric requirement.

In addition, Union plans to study how it will address the outcomes/recommendation of the ICF
report regarding including an estimate of facility cost savings within Union’s Avoided Costs
calculation. In its report filed as Exhibit A, Tab 2, Appendix C, ICF notes ““avoided local
distribution system infrastructure costs are achieved when reduced natural gas demand enables
delays in the timing of new projects, or reductions in the size of these projects. The avoided
transmission and distribution costs vary by utility service territory, but are typically driven by

the level of gas demand in the winter heating season” (pp.3-4). ICF recommends Union review
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and consider including an estimate of facility cost savings in its Avoided Costs calculation (p.

26).!

Issues to be Addressed Through the Study

Targeted DSM and Deferral of Infrastructure Projects

Can targeted DSM make a significant impact on peak hour?
What is the required load reduction that would lead to deferral of infrastructure?
How should the potential of DSM measures that would impact peak hour be assessed

o0 Can instantaneous peak load shapes be derived for efficiency measures?

0 Could sub-metering be used to confirm instantaneous peak volumetric impacts?
Could DSM programs be designed and implemented to achieve the necessary impact?
How would targeted DSM be integrated with Union’s planning and regulatory processes?
What is the appropriate cost effectiveness test to compare the demand and supply options
for targeted areas?

How can Union ensure the safe, reliable service to its customers both in the short and

long term when using DSM measures to defer infrastructure?

Broad-Based DSM impacts

What information from broad-based DSM programs would be helpful to Distribution

Planning? (e.g., could DSM programs track equipment upgrades by distribution district?)

! Union has estimated avoided T&D costs at 2% of its other avoided gas costs. Union will refine this estimate
through its DSM and Infrastructure Planning Study.
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« Could metering for DSM purposes also provide useful information for Distribution
Planning?
« What changes would be needed to better integrate relevant broad-based DSM information
into the Distribution Planning process (including studying energy efficiency

measures/equipment to determine peak impact)?

iii. Avoided Costs
« What value should be included in the Avoided Costs calculation to represent avoided

costs for distribution infrastructure?
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1.0  Introduction

In Section 15.1 of the Framework the Board outlined the following for DSM activities in 2015,
“the gas utilities should roll-forward their 2014 DSM plans, including all programs and
parameters (i.e. budgets, targets, incentive structure) into 2015.” The Board further notes that,
“the gas utilities should increase their budgets, targets and shareholder incentive amounts in the
same manner as they have done throughout the current DSM framework (i.e., 2013 updates to

2014 should now apply as 2014 updates to 2015).”

In addition, in Section 11.2 of the Guidelines the Board notes that incremental funding of up to

15% of the DSM budget can be used in 2015 to begin implementing the key priorities identified
in the Framework during the transition to the new multi-year DSM Plans. This is in addition to
the option to spend 15% above the approved annual DSM budget (also referred to as the

overspend).

Union’s 2015 DSM Plan follows the Board’s direction and rolls over all elements of Union’s
2014 DSM Plan. All scorecard adjustments were rolled over using the formulas in place for

2014, with two required changes as summarized in Table 1 below.
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Scorecard Approach for 2015

Scorecard

Approach for 2015

Rationale for Approach

Resource Acquisition

Roll-over of 2014 scorecard
metrics and formulas with the
exception of the Deep
Savings - Residential Metric.

The Deep Savings — Residential lower
and upper band targets were changed to
a -25%/+25% percentage of target
achievement to better reflect a
challenging upper band scenario given
the 2015 target. Further details on this
can be found in Exhibit A, Tab 2,
Section 3.1.

Low Income

Roll-over of 2014 scorecard
metrics and target structure.

Consistent with the existing scorecard
structure.

Large Volume

Roll-over of 2014 scorecard
metrics and formulas.

Consistent with the existing scorecard
structure.

Market Transformation

Roll-over of 2014 scorecard
metric for number of homes
built to Optimum Home
standard (>20% above
Ontario Building Code 2012)
by participating customers.

Market Transformation is a phased
approach where the offerings focus
needs to shift over time. In year four of
the offering, Union heard from
stakeholders that the focus should shift
to the number of homes built to
Optimum Home standards and Union
has adjusted the targets accordingly.
Further details on this can be found in
Exhibit A, Tab 2, Section 3.4.

The required changes were discussed over the course of two consultations with stakeholders held

on January 14, 2015 and February 18, 2015. All of the details surrounding the proposed changes

to the 2015 Plan and the stakeholder consultation Union completed in support of the changes can

be found at Exhibit A, Tab 2, Appendix A.
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2.0 Budget
Union’s 2015 DSM budget will be $34.0 million which is the 2014 DSM budget adjusted for
inflation as well as $1.4 million in incremental budget to begin to address the guiding principles

and key priorities outlined in the Framework. Table 2 summarizes the 2015 budget.

Table 2

2015 DSM Budget

Line Calculation of 2015 Roll-Over Budget ($000)
No.

1 2014 DSM Budget 32,049
2 Inflation Rate (1.68%) 538
3 Total 2015 Roll-Over Budget 32,588

Calculation of Incremental Budget

4 Achievable Potential Study 200
5 DSM and Infrastructure Planning Study 200
6 DSM Tracking and Reporting System 1,000
7 Total Incremental Budget 1,400
8 Total 2015 DSM Budget (line 3 + Line 7) 33,988

Prior to the application of inflation and the incremental budget, the Program and Portfolio
budgets remain consistent with the budgets as outlined in Union’s 2012-2014 DSM Plan
Settlement Agreement (“EB-2011-0327 Settlement”), Section 2.1. As outlined in Section 2.3 of
the EB-2011-0327 Settlement, inflation has been calculated using the Q2, 2014 four quarter
moving inflation rate based on the Gross Domestic Product Implicit Price Index (“GDP IPI”)

reported by Statistics Canada, which equates to 1.68%.*

! EB-2014-0271, Exhibit B. VECC.1.
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The proposed incremental 2015 DSM budget of $1.4 million and a description of the items the
incremental budget will be spent on can be found in Table 3 below.
Table 3
2015 Incremental Budget Requirements
Incremental Incremental
2015 Rationale
. Budget
Requirement
As per the Framework, Section 1, the Board identified the need to
Achievable complete an Achievable Potential Study by June 1, 2016 to $0.20
Potential Study inform the mid-term review. Union’s approach to the Achievable | million
Potential Study is outlined at Exhibit A, Tab 2, Section 12.1.1.
As per the Framework, Section 13, the Board identified the need
DSM and for the utilities to complete a study to determine the appropriate
role that DSM may serve in future system planning efforts in time | $0.20
Infrastructure . . . e .
Planning Study to inform the mld-te_rm review. Unlo_n S approac_h to the DSM and | million
Infrastructure Planning Study is outlined at Exhibit A, Tab 2,
Section 12.1.2.
. The new Framework for 2015-2020 has additional data reporting
DSM Tracking . :
. requirements that can no longer be supported by the architecture
and Reporting o . i -, 1 $1.00
of Union’s existing DSM tracking and reporting systems. Union’s .
System million

Requirements

approach to developing a new DSM Tracking and Reporting
System is outlined at Exhibit A, Tab 2, Section 12.2.

The incremental budget requirement of $1.4 million is in addition to the existing 15% overspend

provision in place since EB-2006-0021 to allow Union to aggressively pursue programs which

prove to be very successful during the program year. The 2015 DSM budget reflects the amount

required for Union to deliver programs and achieve its scorecard targets. It is inappropriate to

use the 15% overspend amount to conduct the incremental items, as the overspend amount is

required to aggressively pursue programs which prove successful and to strive towards

achievement of the Upper Band. Union’s 2015 DSM Budget by program is included in Table 4.
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Resource Acquisition
Residential Incentives/FPromoation ! 2.567
Residential Administration ! 576
Residential Evaluation b 20
Total Residential Program ;! 3,163
Commercial/ndustrial Incentives/Promotion b 8.118
Commerciallndustrial Administration 3 2,682
Commercial/industrial Evaluation 5 B0
Total Commercial/Industrial Program b 10,858
Total Resource Acqguisition Programs b 14,022
Large Volume T1/T2/R100
Large Volume T1/T2/R100 Incentives/Promotion ! 3,587
Large Volume T1/T2/R100 Administration 5 807
Large Volume T1/T2/R100 Evaluation 5 40
Total Large Volume T1/T2/R100 Program 5 4,534
Low-Income
Low-Income [ncentives/Promation ! 5,827
Low-Income Administration ! 972
Low-Income Evaluation ;! 40
Low-Income Program b 6,839
Market Transformation
Optimum Home Incentives/Promotion 5 1,185
Optimum Home Administration 5 194
Optimum Home Program 5 1,379
Programs Sub-total 5 26,773
Research 5 766
Evaluation b 969
Administration 3 1,662
DSM Budget Subtotal Pre-Inflation 5 30,091
Cumulative Inflation @1.68% b 2,497
DSM Budget Subtotal % 32,588
Achievable Potential Study ! 200
Future Infrastructure Planning Study ! 200
DSM Tracking and Reporting System Upgrades 5 1,000
L

Total DSM Budget Post-Inflation
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The 2015 DSM budget is allocated to individual rate classes based on the methodology outlined
in Union’s 2012-2014 DSM Plan®. The incremental DSM budget requirements cannot be
assigned to individual rate classes and will be treated similar to Portfolio level costs which are
allocated across all rate classes based on their percentage allocation of program costs. For
example, if 10% of the 2015 program budget is assigned to Residential, then 10% of the
incremental budget will be allocated to this customer class. The Low Income program budget
will continue to be funded by all rate classes based on Union’s 2015 distribution revenue as per
Union’s 2015 Rates Application (EB-2014-0271). Table 5 provides the allocation of the 2015

DSM budget (including incremental budget requirements) by rate class.

2 EB-2011-0327, Exhibit A, Section 2.1.
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Table 5

Calculation of 2015 DSM Budget with Proposed Incremental Budget
Allocation by Rate Class

EB-2014-0271 2015
Approved Incremental 2015
Line 2015 DSM Budget Proposed
No. Particulars ($000s) Budget (1) Requirements DSM Budget
(a) (b) (c)=(a+b)

Union North
1 Rate 01 3,843 129 3,973
2 Rate 10 1,222 54 1,276
3 Rate 20 1,004 55 1,058
4 Rate 100 1,852 63 1,914
5 Total Union North 7,920 300 8,221

Union South
6 Rate M1 10,763 487 11,250
7 Rate M2 4,012 201 4,213
8 Rate M4 1,655 104 1,759
9 Rate M5A 2,763 71 2,834
10 Rate M7 933 69 1,002
11 Rate T1 1,855 44 1,899
12 Rate T2 2,687 124 2,811
13 Total Union South 24,668 1,100 25,767

Total Union (line 5 +
14 line 13) 32,588 1,400 33,988

Notes:
(1) EB-2014-0271, Working Papers, Schedule 11.

As outlined in Section 15 of the Framework, Union can re-allocate funds between programs up
to a maximum of 30% of the approved annual DSM budget. In addition, consistent with the EB-
2011-0327 Settlement, Union will continue to adhere to the following budget provisions for

2015:
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e Union, at its sole discretion, will be allowed to transfer a maximum of $0.5 million of the
program budget allocated to Rate T1, Rate T2 or Rate 100 to Rate T1, Rate T2 or Rate
100 respectively (exclusive of the 15% allowable overspend).

e Union will not transfer budget from any other part of the overall DSM budget into Rate
T1, Rate T2 or Rate 100.

e Union will monitor and limit shifts in the Resource Acquisition budget to an increase of
100% of the amount allocated to the participating rate classes. For further information
on the aforementioned budget provision, please refer to EB-2011-0327 Settlement, page

22.

Union anticipates that it will exceed the 100% increase in the amount allocated to Rate M7 in
2015. This is due to the Rate M4, Rate M5 and Rate M7 rate class eligibility changes which are

discussed at Exhibit A, Tab 3, Section 13.

3.0  Targets

Consistent with the Board’s direction, Union has maintained its balanced scorecard approach in
establishing targets for its 2015 DSM programs. The four proposed scorecards for 2015 continue
to be Resource Acquisition, Large Volume, Low Income and Market Transformation. The
Resource Acquisition Scorecard consists of the Residential and Commercial/Industrial programs.

Further details of the individual offerings can be found in Union’s 2012-2014 Plan,® Union’s

® EB-2011-0327 — Union Gas Limited — 2012-2014 Demand Side Management Plan, September 23, 2011.
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2012-2014 DSM Plan Settlement,* and Union’s 2013-2014 Large Volume Plan®. The following

sections provide further detail on the proposed scorecards.

3.1. Resource Acquisition Scorecard

The Resource Acquisition Scorecard consists of three metrics: Cumulative Natural Gas Savings
(m®), Deep Savings — Residential (Homes) and Deep Savings — Commercial/Industrial (% of
baseline consumption). These metrics were guided by the Board’s objectives in the 2012-2014
DSM Guidelines including the maximization of cost-effective natural gas savings and the pursuit

of deep energy savings.

Union’s initial proposal, based on the direction received in the Framework, was to roll-forward
the 2014 Resource Acquisition scorecard. Table 6 shows the 2014 Deep Savings — Residential
(Homes) metric, as agreed to in the EB-2011-0327 Settlement, including the formulas used to set
the Lower and Upper Band targets.

Table 6

2014 Deep Savings — Residential Metric

2014 Deep Savings - Residential (Homes) Approach

Metric Target Levels
Metric
Lower Band Target Upper Band
Deep Savings - Residential (Homes) | 2014 Target 2013 Actuals | 2014 Target
minus 50 homes times 1.25 plus 50 homes

* EB-2011-0327 — Union Gas Limited Settlement Agreement, January 31, 2012.
®2013-2014 DSM Plan for Large Volume Customers.
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1 Based on feedback received by stakeholders at Union’s January 14, 2015 DSM Consultative

2 session, Union has revised the Lower and Upper Band target setting methodology for the Deep

3 Savings — Residential (Homes) metric. The revised methodology recognizes that the Deep

4  Savings Residential (Homes) targets have increased to the point where the +/- 50 homes does not
5 have the same effect on the Lower and Upper Band. The 2015 metric has been revised to set the
6 Lower Band to 75% of the Target and the Upper Band to 125% of the Target. This has been

7 reflected in the 2015 Resource Acquisition Scorecard outlined in Table 7 below.

8 Table 7
9 2015 Resource Acquisition Scorecard
10

2015 Resource Acquisition Scorecard

Metric Target Scorecard Weidht
Lower Band Target Upper Band g
2014 Post-Audit
Scorecard Cost
Effectiveness (m> per
75% of Target | Promotion and 125% of Target 90%
Incentive Dollar Spent)
times $10.684M times

Metrics

Cumulative Natural Gas
Savings m*

1.02
Deep Savings - Residential 75% of Target | 2014 Actual times 1.25 | 125% of Target 5%
(Homes)
Deep Savings - The higher of: | The higher of: The higher of:

Commercial/Industrial (% | i) 2014 Actual | i) 2014 Actual + 1% i) 2014 Actual + 2% | 5%
of baseline consumption) | ii) 4.5% i) 5.5% i) 6.5%
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Scorecard Metric Descriptions

Cumulative Natural Gas Savings (m°)

The Cumulative Natural Gas Savings Metric measures the total natural gas saved for all
Resource Acquisition programs (Residential and Commercial/Industrial) delivered for the term
of their measure life, net of adjustment factors (such as free ridership, spillover and persistence).
For 2015, the Cumulative Natural Gas Savings target will be determined by multiplying the 2014
post-audit scorecard cost-effectiveness (cumulative m* per promotion and incentive dollar spent)
by $10.684 million (the 2015 Resource Acquisition promotion and incentive budget prior to the
application of inflation). The result is further multiplied by 1.02, ensuring a 2% increase in
targets from the previous year, which produces the final 2015 Cumulative Natural Gas Savings
target. The Lower Band will be 75% of the target and the Upper Band will be 125% of the
target. By using a formulaic approach, the targets will be adjusted based on the prior year’s

performance.®

Deep Savings — Residential (Homes)
The Deep Savings — Residential (Homes) Metric measures participants in the Home Reno Rebate
Offering that achieve a minimum gas savings of 11,000 cumulative m* (based on HOT2000

software used in EnerGuide mode), and implement a minimum of two major measures in their

® For illustrative purposes, if Union’s 2014 post audit achievement is 875,000,000 m*® while spending $10.9 million
(promotion and incentive spend) to achieve those results, the cost-effectiveness would be 80.3 m® per dollar spent.
To calculate the 2015 Target, the 2014 post audit cost effectiveness (80.3 m*/$) will be multiplied by the 2015
Resource Acquisition promotion and incentive budget ($10.684 million) and 1.02 to equal a target of 875,083,703
m>. The Lower Band will be 656,312,777 m* (75% of 875,083,703 m®) and the Upper Band will be 1,093,854,629
m?® (125% of 875,083,703 m®).
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home as outlined in Exhibit A, Tab 3, Appendix A, Section 1.0. Furthermore, the aggregate of all
the homes counted towards the Deep Savings — Residential (Homes) Metric must achieve, on
average, at least a 25% reduction in their annual gas usage for space and water heating (as

determined by HOT2000 software used in EnerGuide mode).

For 2015, the Deep Savings — Residential (Homes) target will be based on 2014 achievement
multiplied by 1.25. The Lower Band will be 75% of the Target and the Upper Band will be

125% of the Target.”

Deep Savings — Commercial/Industrial (%)

The Deep Savings — Commercial/Industrial Metric measures the savings achieved from all
Commercial/Industrial custom projects as a percentage of the participants’ baseline consumption.
This will be calculated by comparing the forecasted weather normalized annual gas savings for
all Commercial/Industrial custom projects against the actual weather normalized consumption of
the participants in those projects for the immediately preceding year. For any
Commercial/Industrial custom project, should a prescriptive measure be installed, the savings
relating to that measure will be included for the purpose of calculating the normalized annual gas
savings. For 2015, the Deep Savings — Commercial/Industrial target will be based on the higher

of: a) 2014 actual plus 1% or b) 5.5%. The Lower Band will be based on the higher of: a) 2014

7 For illustrative purposes, if Union’s 2014 Deep Savings — Residential (Homes) achievement is 1,000 homes, then
the 2015 Target will be 1,250 homes (1,000 homes times 1.25). The Lower Band will be 938 homes (75% of 1,250
homes) and the Upper Band will be 1,563 (125% of 1,250 homes).
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actual or b) 4.5% and the Upper Band will be based on the higher of: a) 2014 actual plus 2% or

b) 6.5%.°

3.2. Large Volume Scorecard
The Large Volume Scorecard consists of two metrics, a Cumulative Natural Gas Savings Metric
for Rate T2/Rate 100 customers and a Cumulative Natural Gas Savings Metric for Rate T1
customers. These two metrics are in recognition of the 2012-2014 DSM Guidelines main
principle of maximizing cost-effective natural gas savings. The scorecard metrics for Rate
T2/Rate 100 customer and Rate T1 customers are split to recognize that Rate T2/Rate 100
customers operate under the Direct Access budget mechanism which allows them direct access
to their dedicated customer incentive budget in rates whereas Rate T1 customer will have access
to an aggregated pool of customer incentive funding. The 2015 Large VVolume Scorecard, which
is a rollover of the formulaic adjustment of the 2014 Large Volume Scorecard approved in

Union’s Large Volume 2013-2014 DSM Proceeding (EB-2012-0337), is provided in Table 8.

® For illustrative purposes, if the total annual natural gas savings from Union’s 2014 Commercial/Industrial custom
projects was 400,000,000 m®and the total 2013 consumption for the Commercial/Industrial project participants was
5,318,598,501 m?, then the 2014 achievement would be 7.52%. Therefore the 2015 Target will be 8.52% (7.52%
plus 1%) which is higher than 5.5%. The Lower Band will be 7.52% and the Upper Band will be 9.52%.
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able 8

2015 Large Volume Scorecard

2015 Large Volume Rate T1/Rate T2/Rate100 Scorecard

. Metric Target Scorecard -
LalHIE: Lower Band Target Upper Band GieE
Three-year rolling average
. (2012-2014) post-audit Rate
Rate T2/Rate 10.0 Cumuslatlve 75% of Target T2/Rate 100 cost effectiveness 125% of 40%
Natural Gas Savings (m®) 3 ; . Target
(m*® per customer incentive
dollar spent) times $2.383M
Three-year rolling average
. (2012-2014) post-audit T1 cost
g:\t/?n; (CnL:gTUIatlve Natural Gas 75% of Target effectiveness (m® per customer .}_Za?;/gtOf 60%
incentive dollar spent) times
$1.104M

H

Both of the Cumulative Natural Gas Savings Metrics measure the total natural gas saved for all

5  projects delivered to Rate T1, Rate T2, and Rate 100 customers for the term of their measure life,

6  net of adjustment factors (including, but not limited to free ridership, spillover and persistence).

8  For 2015, both of the Cumulative Natural Gas Savings Targets will be determined by

9  multiplying the average 2012-2014 post-audit scorecard cost effectiveness (cumulative m* per

10  incentive dollar spent) by the current year’s customer incentive budget, prior to the application of

11 inflation ($2.383 million for Rate T2/Rate 100 and $1.104 million for Rate T1). The Lower

12 Band will be 75% of the Target and the Upper Band will be 125% of the Target. The formulaic

13 approach for the Large Volume Scorecard approved in EB-2012-0337 uses a three year rolling

14  average to recognize that the cost effectiveness may change considerably for the Large Volume



10

11

12

13

14

15

16

17

18

19

20

21

22

Filed: 2015-04-01
EB-2015-0029
Exhibit A

Tab 2

Page 17 of 38

Program from year to year. The Large VVolume cost effectiveness is calculated using the

customer incentive as promotion costs are not tracked at a rate class level.

3.3. Low Income Scorecard

Union’s Low Income Scorecard contains two metrics: Cumulative Natural Gas Savings from
Single Family and Cumulative Natural Gas Savings from Multi-Family Offerings. These two
metrics reflect the principle in the 2012-2014 DSM Guidelines of maximizing cost-effective
natural gas savings. The Cumulative Natural Gas Savings from Single Family Metric measures
the total natural gas saved from the Home Weatherization Offering delivered by Union for the
term of their measure life, net of adjustment factors (such as free ridership, spillover and
persistence). The Cumulative Natural Gas Savings from Multi-Family Metric measures the total
natural gas saved from the Affordable Housing Conservation Offering delivered by Union for the
term of their measure life, net of adjustment factors (such as free ridership spillover and

persistence).

The 2015 Low Income Scorecard, which is a rollover of the 2014 Low Income Scorecard as

illustrated in the EB-2011-0327 Settlement, is provided in Table 9.
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2015 Low Income Scorecard

Metric Target Scorecard

from Multi-family (m°)

Metrics Lower Band | Target Upper Band g
Cumulative Natural Gas Savings | 19560000 | 26,000,000 | 32,500,000 | 60%
from Single Family (m°)
Cumulative Natural Gas Savings | 14500000 | 17600000 | 22,000,000 | 40%

3.4. Market Transformation Scorecard

Union will continue to deliver the Optimum Home Offering in 2015 as a Market Transformation

program. The Optimum Home Offering is a three phased approach that starts with providing

participating builders with consulting services from leading building science experts in phase

one, allowing them to implement the learnings from phase one to build a prototype home

(“Discover Home”) in phase two, and lastly, in phase three, transitioning their building practices

to implement the Optimum Home process to the homes they build.

Union’s 2014 Market Transformation Scorecard reflected the Program’s objectives based on the

Program approach noted above. While the 2014 Program still encouraged new participants into

the Optimum Home Offering, the focus began to shift to ensuring that the program participants

who were entering phase three were building their housing stock to Optimum Home standards.

This was recognized by the introduction of a third scorecard metric in 2014 that measures the
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percentage of homes built to Optimum Home Standard (20% above Ontario Building Code 2012

— (“OBC 2012™)), by participating builders.

Based on feedback received by stakeholders at Union’s DSM Consultative session on January
14, 2015, Union proposes to evolve the 2015 Market Transformation scorecard to reflect the
objective of the Program for 2015: increase the market penetration of homes that are built to
Optimum Home standards by participating builders. In anticipation of the changes to Ontario
Building Code in 2017, Union will not be enrolling new participants into the program in 2015.

This transition has been reflected in the Market Transformation scorecard in Table 10 below.

Table 10

2015 Market Transformation Scorecard

2015 Market Transformation Scorecard

. Metric Target Scorecard i
Metrics Lower Band Target Upper Band e
Homes Built (>20% above 2014 Actual 2014 Actual 2014 Actual
OBC 2012) by Participating + + + 100%
Builders 10% 15% 20%

Union has received feedback from program participants and reviewed lessons learned and it is
clear that on-going support is required for the current program participants. There are additional
barriers related to energy efficient building science and materials that require Union to continue
providing consulting support. Addressing these concerns will help program participants continue
to refine their building process to ensure homes are built to the Optimum Home standard in an

efficient and cost effective manner.
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The Market Transformation Metric measures the percentage of homes built to a 20% higher
energy efficient standard than OBC 2012 in relation to the total number of homes built in a

program year by actual participating builders who remain enrolled in the program.

In 2015, the metric target will be calculated by taking the 2014 actual metric achievement plus
15%. The Lower Band and Upper Band metric targets similarly will be based on 2014 actual

results plus 10% and 20% respectively.®

40  DSM Incentive

As outlined by the Board in Section 15.1 of the Framework, Union has rolled forward the 2014
shareholder incentive (“DSM Incentive”) structure for 2015. The 2015 maximum DSM
Incentive will be the 2014 maximum incentive escalated for inflation. In 2015, the total

maximum DSM Incentive is $11.002 million ($10.820 million x 1.0168).

Union will continue to allocate the DSM Incentive between the Resource Acquisition, Large
Volume, Low Income and Market Transformation Scorecards based on their associated program

budget share prior to the addition of inflation. This methodology is consistent with the 2012-

® For illustrative purposes, if Union’s 2014 metric achievement was 10% (10% of all homes built by program
participants were built to Optimum Home standards) then the 2015 Target will be 25% (10% plus 15%). The Upper
Band and Lower Band Targets will be 20% and 30% respectively.

% As outlined in Section 2.3 of the EB-2011-0327 Settlement, inflation has been calculated using the Q2, 2014 four
quarter moving inflation rate based on the Gross Domestic Product Implicit Price Index (“GDP IPI1”) reported by
Statistics Canada, which equates to 1.68%.
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2014 DSM Guidelines (“EB-2008-0346 Guidelines™). The 2015 allocation is outlined in Table
11.

Table 11

Maximum DSM Incentive Allocated to Each Scorecard Prior to Inflation

Year

2015
Budget Max DSM
Budget Share Incentive
($000) % ($000)

Scorecard

Resource Acquisition 14,022 52.4% 5,762
Large Volume T1/T2/R100 4,534 16.9% 1,863
Low Income 6,839 25.5% 2,810
Market Transformation 1,379 5.2% 567

Programs Sub-Total 26,773 100.0% 11,002

Consistent with 2014, a DSM Incentive will not be provided to any scorecard that achieves an
overall weighted score of less than the Lower Band. Union will earn 40% of the maximum DSM
Incentive for achieving a scorecard weighted score of 100% Target. The remaining 60% will be
achieved for scorecard performance above the 100% Target score up to a scorecard weighted
score of the Upper Band. The scorecard results will be linearly interpolated between the
scorecard metric target levels. The DSM Incentive amount is capped at the scorecard weighted

score of the Upper Band.

The DSM Incentive achieved by Union will be recorded in the DSM Incentive Deferral Account

(“DSMIDA”) as per the EB-2008-0346 Guidelines Section 13.4.
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5.0  Lost Revenue Adjustment Mechanism (“LRAM”)

Union will calculate the full year impact of its DSM programs on a monthly basis. The
volumetric impacts from its DSM programs, in that month, will be multiplied by the distribution
rate for each of the rate classes in which the volumetric variance occurred. The distribution rate
will be based on the average yearly Quarterly Rate Adjustment Mechanism (“QRAM?”). For
illustrative purposes, the natural gas saving from DSM activities in January of 2015 will have 12
months of LRAM calculated based on the average QRAM rate for the rate classes that achieved
the savings whereas, the natural gas savings from DSM activities in November of 2015 will have
two months of LRAM calculated. The natural gas savings tracked in LRAM will be based on the
best available information for input assumptions resulting from the evaluation and audit process

of the program year.

6.0  Recovery and Disposition of DSM Amounts
6.1. DSM Variance Account (“DSMVA”)

Union will continue to track the variance between actual DSM spending by rate class relative to
the DSM budget included in rates by rate class in the DSMVA. Union is eligible to recover up to
an additional 15% above its approved DSM budget. The overspend can only be used on program

expenses (i.e., promotion and incentive costs, not additional utility overheads).

Union is proposing to maintain the current overspend restrictions for the Large Volume Program

for 2015. In the event Union qualifies to access the 15% allowable overspend, Union will only
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access the overspend for Rate T1 up to a maximum of 15% of the program and portfolio budget

allocated to Rate T1 (Rate T2 and Rate 100 rate classes are excluded).

With the exception of the Low Income budget, the actual DSM spending will be allocated as
follows. The DSM Program costs will be calculated by rate class based on the total actual DSM
spend by rate class. The customer incentive is the only element tracked at a rate class level and it
will be allocated based on the amount spent within each rate class. All other program costs not
tracked at the rate class level, such as promotion and administrative costs, will be allocated by
customer class (e.g. Residential, Commercial/Industrial) and assigned by rate class based on the
percentage allocation of the customer incentive costs. All portfolio-level costs that cannot be
attributed to an individual program, such as the support staff engaged in DSM evaluation and
program tracking, will be allocated to a rate class based on the percentage allocation of the

program costs by rate class.

The variance between the Low Income DSM budget included in rates and the actual amount
spent on Low Income DSM Programming will be recovered in proportion to the Board-approved
2015 distribution revenue by rate class. In Union’s view, continuing to allocate Low-income
DSM costs to in-franchise rate classes using distribution revenue is a reasonable approach and is

consistent with the 2012-2014 DSM Guidelines.
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6.2. Lost Revenue Adjustment Mechanism Variance Account (“LRAMVA”)

Union will continue to track, at a rate class level, the actual impact of its DSM activities through
the LRAMVA. Union will recover the associated lost distribution revenues by truing up the
difference between the forecasted impacts included in distribution rates and the actual impacts of
its DSM activities. Consistent with Union’s 2014-2018 Incentive Regulation Mechanism
(“IRM”), LRAM is applicable to the contract rate classes (Rate M4, M5, M7, T1, T2, 20, 100).
Union will apply annually for the disposition of the balance in the LRAMVA after the

completion of the annual third party audit of its DSM programs.

6.3. DSM Incentive Deferral Account (“DSMIDA”)

The DSM Incentive achieved by Union will be recorded in the DSMIDA. Union will apply
annually for the disposition of the balance in its DSMIDA after the completion of the annual
third party audit of its DSM programs. The DSM Incentive amounts earned by Union will be
allocated to rate classes in proportion of the amount actually spent on DSM activities on each

rate class, as per the DSM Guidelines.

7.0  Cost Effectiveness Screening

For 2015, as per the direction outlined in the Framework, Union will roll-forward its 2014
approach to cost-effectiveness screening. As such, Union will employ the Total Resource Cost
(“TRC”) test agreed upon in the EB-2011-0327 Settlement as the sole method of program cost-
effectiveness screening. The TRC test methodology and thresholds will remain consistent with

those outlined in EB-2011-0327.
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8.0  Avoided Costs
Avoided costs represent the benefits in TRC calculations (i.e. the benefits of not having to
provide an extra unit of supply of natural gas, electricity, water, heating fuel oil and/or propane)

and are thus integral to Program screening.

Since 2007, Union and Enbridge have used the same methodology in calculating avoided gas
costs. In late 2014, Union contracted ICF International to review Union’s use of this
methodology. The ICF International report, “Evaluation of Union Gas Avoided Costs”, can be
found at Exhibit A, Tab 2, Appendix C. The purpose of this review was to ensure that the
methodology remains an accurate reflection of Union’s franchise area and gas supply

management policies and practices.

The review concluded that Union’s use of this methodology is reasonable and appropriate. ICF’s
report provides four refinements to the methodology:
1. Account for avoided fuel losses across Union’s system
2. Account for avoided storage costs
3. Incorporate a long term gas commodity price forecast when forecasting
avoided cost estimates beyond the initial modeling period

4. Account for avoided, deferred or delayed infrastructure (T&D) costs
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Union supports the findings of the report and has incorporated these refinements into a revised

avoided gas cost methodology.*

For 2015, Union used its revised methodology for the calculation of avoided gas costs. The
commodity portion of Union’s avoided gas costs will be updated annually. Union will also
discount the total avoided costs resulting over the life of each DSM measure by using its

Weighted Average Cost of Capital (“WACC”).

Exhibit A, Tab 2, Appendix B includes the 2015 avoided costs for natural gas, electricity and
water that Union used for TRC screening in this Plan. Avoided costs used for cost-effectiveness

screening in each program year will be filed annually in the Annual Report for the program year.

9.0 Evaluation and Audit Approach

In Section 7.2 of the Framework, the Board concludes that, “....it is in the best position to
coordinate the evaluation process throughout the DSM framework period (i.e., 2015 to 2020)”.
Union supports the Board’s coordination of the evaluation and audit process. Union expects this
change will improve the process by providing for regulatory efficiency and ensuring timelines

are met while giving the Board and stakeholders confidence in the accuracy of results.

1 Union has estimated avoided T&D costs at 2% of its other avoided gas costs. Union will refine this estimate
through its DSM and Infrastructure Planning Study.
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Union is concerned that the current process has not provided the Board and all stakeholders with
confidence in the results or provided for timeliness and regulatory efficiency. The evaluation

process should be designed with a focus on evaluation expertise and accuracy, not on advocacy.

Section 7.1 of the Guidelines notes that, “The Board will set out the specific roles and
responsibilities for the parties involved in the different steps of the evaluation and audit process
in a future correspondence”. To be helpful, Union has outlined a recommended structure it

believes would meet the objectives of the Board.

During the plan period of 2015-2020, Union proposes that the evaluation and audit be
coordinated by the Board through two separate processes for evaluation and audit:
1. Evaluation will be guided by a common Evaluation Advisory Forum (“EAF”) involving
the Board, Union, Enbridge, and stakeholders.

2. The Audit will be guided by a separate Audit Committee (“AC”) for Union.

In Exhibit A, Tab 2, Appendix D, Union has included a Proposed Draft Stakeholder Terms of
Reference that further outlines the composition, roles and responsibilities of EAF and AC
representatives as well as key deliverables from each process. A summary of changes from the
2012-2014 Stakeholder Terms of Reference to the 2015-2020 Proposed Draft Stakeholder Terms

of Reference is also included in Exhibit B, Tab 2, Appendix D.



10

11

12

13

14

15

16

17

18

19

20

Filed: 2015-04-01
EB-2015-0029
Exhibit A

Tab 2

Page 28 of 38

Evaluation Advisory Forum

Union proposes that the Technical Evaluation Committee (“TEC”) be replaced by an Evaluation
Advisory Forum (“EAF”) that advises the Board and natural gas utilities on DSM evaluation
standards and protocols that are best practices, consistent and reliable. The EAF will provide a
forum where representatives can discuss evaluation projects and contribute to the development of
evaluation studies. With eight representatives at the table, including experts with extensive
energy evaluation, technical and/or program experience, as well as intervenor members
representing the broader DSM Consultative, the EAF will ensure that all viewpoints are

considered in the evaluation process.

The EAF will advise on the following evaluation activities:
e Impact Evaluation'? priority setting for the gas utilities;
e Impact Evaluation firm selection;
e Impact Evaluation methodology/scope determination; and,

e Technical Resource Manual (“TRM?”) annual update and new measure additions.

It is proposed that the EAF consists of eight members:
e Board representative - as Chair;
e Two intervenor members - elected by the DSM Consultative, to represent the interests of

the broader DSM Consultative;

12 An evaluation of the program specific, directly or indirectly induced changes (e.g. changes in energy and/or
demand use) associated with an energy efficiency program.



10

11

12

13

14

15

16

17

18

19

20

21

Filed: 2015-04-01
EB-2015-0029
Exhibit A

Tab 2

Page 29 of 38

e Two utility members — one from Union and one from Enbridge, selected by each utility;
and,
e Three independent members - with technical and/or evaluation expertise, selected by

EAF consensus.

The Board representative will coordinate all impact evaluation through its role as EAF Chair.
The EAF will endeavour to reach consensus on all evaluation recommendations. Where

consensus is not reached, the Board representative will lead the resolution process.

There are currently three intervenor members on the TEC whose role is to represent the broader
interests of the DSM Consultative. Union proposes to reduce the intervenor members to two to

allow for the addition of a third independent member.

The independent members are expected to provide professional evaluation and technical
expertise in relation to evaluation impact studies and to the development of input assumptions,
encompassing experience in residential, low income, commercial and industrial applications.
Independent experts were first introduced to the evaluation process as part of the 2012-2014
DSM Plan. The two independent members have been actively engaged and their expertise has
enhanced the evaluation process. Adding a third independent technical member to the EAF will
enhance the evaluation process further by building on the expertise available to provide an

independent technical perspective to the utilities.
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Audit Committee

During the plan period of 2015-2020, Union proposes that it continue to have a separate Audit

Committee (“AC”) that is chaired by a Board representative, with an advisory role throughout

the annual third party audit process. The AC will advise on the following key audit activities:

Selection of the independent auditor to audit the DSM Annual Report;
Selection of the Custom Project Savings Verification (“CPSV”) firms;
Review and input on Draft and Final CPSV Reports;

Review and input on Draft and Final Auditor Reports;

Filing of the AC Final Summary Report with the OEB;

It is proposed that the AC consist of six members:

Board representative as Chair;

Union representative;

Three intervenor members elected by the DSM Consultative to represent the interests of
the broader DSM Consultative; and,

Independent third party Auditor.

The Board representative will select the auditor and coordinate the audit process. The AC will

ensure the independent third party auditor completes the required audit elements outlined by the

Board in Section 7.1.2 of the Guidelines. The AC will also be responsible for meeting the
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reporting guidelines of the Board (found at Section 2.1.12 of the Natural Gas Reporting &

Record Keeping Requirements Rule for Gas Utilities).

The AC will be responsible for following a structured process that provides sufficient
opportunity for input and the transparency required to instill confidence in the accuracy of
audited results. The AC will endeavour to reach consensus on all recommendations and where

consensus is not reached, the Board representative as Chair will lead the resolution process.

Union’s overall evaluation budget for 2015 will be $1.13 million, which includes impact
evaluation as well as the cost of funding the EAF, the AC, two DSM Consultative meetings, and

the Auditor.

10.0 Research

Union has long recognized that Research activities are a necessary component of new Programs
and offerings. Over the term of the Plan, Union will continue to investigate emerging energy
efficiency technologies and new opportunities that provide an increased understanding of the
market Union serves. Through these studies, the utility is able to offer customers a full suite of

cost-effective programs in ever changing markets.
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Union will continue to conduct research activities in coordination and collaboration with
Enbridge over the term of the Plan resulting in more cost effective projects, reducing duplication

of research efforts, and greater value to customers.

Research ideas are generated for the Residential, Low-Income, Commercial and Industrial
sectors from internal employees, Enbridge, research exchanges with other utilities outside of
Ontario, industry associations and experts, customers, conferences, and trade shows etc.
Research projects thoroughly investigate critical input assumptions to natural gas, electricity and
water savings, costs and equipment useful life, among a variety of typical usage data for a variety
of market segments. Market information, such as market barriers, market shares, and how
supply chains operate, is also examined to assist Union in designing programs that are well
informed and take a strategic approach to the market. Information garnered through research
informs Union’s program design process to overcome identified market barriers and target the
appropriate customers in a manner that is economically effective. Existing programs are
impacted by changes in market conditions. Market saturation, competitive alternatives,
technology advances, the economy and other external forces drive the importance of research in
order to adapt to shifting market conditions and continue to improve upon the diverse portfolio

of programs for customers.

Research additionally enables the utility to convert common custom DSM projects into

prescriptive offerings. In such cases, research can determine common average input assumptions
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based on typical equipment use and characteristics, as well as market data. This provides
information on the ability to reach a broad base of customers, which in turn drives further
participation. Increased participation is achieved through a more straightforward application
process which typically results in a more streamlined process for customers and a more efficient
evaluation process. A resulting benefit of research moving custom options towards more
prescriptive program offerings is that it allows Union’s custom project resources to focus on

projects which are truly unique in nature.

Through its research efforts, Union will continue to investigate leading front line program
options for all customer segments. Over the duration of the Plan technologies under
investigation will change to include new compelling energy efficient options and solutions for

customers.

In 2015, Union will focus on research to identify technology opportunities, including space
heating, water heating, controls etc., that will improve overall program design for commercial,
residential and low income sectors. For example, Union is currently exploring the viability of
commercial market expansion of Demand Control Ventilation systems (“DCV”). The overall

research budget for 2015 is $0.766 million.

11.0 Stakeholder Engagement
Union developed its 2015 DSM Plan in accordance with the Board’s direction as outlined in the

Framework. On January 14, 2015 Union held a full day DSM Consultative meeting on its 2015
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DSM Plan approach. Union reviewed individual programs, scorecard and budgets at the session.
The purpose of the meeting was to receive feedback from stakeholders on Union’s 2015 Plan
approach. Feedback was taken into consideration and resulted in revisions to Union’s 2015 Plan.
A summary of the revisions were presented to stakeholders on February 18, 2015 and have been
reflected in Union’s 2015 DSM Plan. A summary of the changes to Union’s 2015 DSM Plan can

be found at Exhibit A, Tab 2, Appendix A.

12.0 Additional Planned Activities

12.1. Studies
12.1.1. Achievable Potential Study

As outlined in Section 1.3 of the Framework, a study of achievable potential for natural gas
efficiency in Ontario must be completed by June 1, 2016 to inform the mid-term review. The
Board also notes that, “more details on the scope, timing and nature of the mid-term review will

be provided at a later date”.

Achievable potential studies are extensive in nature and designed to estimate the amount of
energy efficiency improvement that can reasonably be achieved over the course of the study
period. In order to complete a comprehensive study by the required date, work on the study will
begin in 2015. Union has estimated the cost of the study to be $0.45 million over two years and

has included the cost in its proposed budgets for 2015 ($0.2 million) and 2016 ($0.25 million).
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12.1.2. DSM and Infrastructure Planning

Union will perform a study commencing in 2015 to determine the potential effects DSM can
have on deferring, postponing or reducing future capital investments. Union’s preliminary

proposed approach is outlined at Exhibit A, Tab 1, Appendix D.

12.2. DSM Tracking and Reporting System Upgrades

The information technology architecture behind Union’s current DSM system was designed in
2000 and 2005 respectively to support the needs of DSM reporting at that time. Several
upgrades to Union’s DSM systems were made over the last ten years to accommodate the revised

DSM reporting and processing requirements of the previous two DSM Frameworks.

The 2015-2020 DSM Framework includes new data reporting and processing requirements that
can no longer be met by the architecture of the existing DSM systems. Union has conducted a
preliminary review of both the current state of the DSM systems and the future requirements to
meet the needs of the new DSM framework. The review process included identification and

prioritization of DSM data requirements during the six year framework.

Future needs include the following functionality:

e Packaged Customer Relationship Management (“CRM”) tool to manage DSM related

contacts, customer activities, leads and opportunities;
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e Core DSM tracking system to replace the existing systems. The primary functionality is
to support all of the key DSM processes, including the ability to interface with Union’s
billing systems and financial software; and,

e Analytics and reporting to support the new DSM framework requirements.

This project will replace the aging applications with current technology to meet the new DSM
reporting requirements, maintain data integrity, utilize resources more efficiently and provide

flexibility for future needs.

The preliminary review has provided a high-level estimate of $6 million to perform the necessary
system changes. This is reflected in the DSM budget submission as $1 million in 2015 and $5
million in 2016. Any variance between the budget and actual cost will be captured in the

DSMVA and subject to a full prudence review on disposition.

In addition, initial discussions with Enbridge are underway to determine if there are potential

synergies in the replacement of the utilities’ existing systems.

12.3. Collaboration

Union is committed to meeting the Board’s objective of increasing DSM and CDM collaboration

opportunities through the coordination and integration of program offerings. Union will
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investigate collaborative opportunities in 2015, with the goal of incremental collaboration from

2016-2020 through:

e Actively participating on the Conservation First Implementation Committee and CDM
Working Groups to seek alignment where possible on DSM and CDM programs.

e Further engaging with electric LDCs to understand their CDM Plans and interest in the
collaboration opportunities Union has identified and opportunities they have identified to
work together.

e Engaging with electric LDCs and IESO to discuss various pilot project opportunities
which could result in coordinated and/or integrated collaborative programs. Further
details are included at Exhibit A, Tab 3, Appendix A.

e Working with Enbridge and the IESO to develop an aligned measures and assumptions

list.

Further details on Union’s overall CDM and DSM collaboration approach can be found at

Exhibit A, Tab 1, Appendix C.

12.4. Green Button Initiative

In 2015 Union will be working with the Ministry of Energy and Enbridge to support the Green
Button initiative for natural gas customers in Ontario. The Green Button initiative gives
customers access to their energy data that can then be used in mobile and web based applications

to analyse their energy use and increase their energy literacy. Green Button also provides
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customers with their consumption information in a standard format that is used in other

jurisdictions to allow for easier comparison and reporting.

The Ministry of Energy expects to establish a Natural Gas Green Button Working Group in the
Spring of 2015 to determine the scope and steps required to implement this initiative in Ontario.
Union will be a part of the working group and will fund this work through the DSM research

budget in 2015. The estimated cost is $0.1 million.



APPENDIX A: 2015 DSM CONSULTATIVE MEETINGS

Union’s Stakeholder Invite List?

Organization

Representative

1 | Association of Power Producers (“APPrO) David Butters

2 | APPrO John Wolnik

3 | Building Owners and Managers of Ontario (“BOMA”) Thomas Brett

4 | BOMA Marion Fraser

5 | BOMA Chris Conway

6 | Consumers Council of Canada (“CCC”) Julie Girvan

7 | City of Kitchener Jaya Chatterjee

8 | Canadian Manufacturers and Exporters (“CME”) Paul Clipsham

9 | CME Nancy Coulas

10 | CME Peter Thompson

11 | CME Vince DeRose

12 | Direct Energy Ric Forster

13 | Energy Probe Norman Rubin

14 | Energy Probe David Maclntosh
15 | EnerQuality Corey McBurney
16 | Enbridge Gas Distribution (“EGD”) Fiona Oliver-Glasford
17 | EGD Ravi Sigurdson

18 | Environmental Defence Murray Klippenstein
19 | Environmental Defence Kent Elson

20 | Environmental Defence Jack Gibbons

21 | Federation of Rental-housing Providers of Ontario (“FRPQO”) Dwayne Quinn

22 | Green Energy Coalition (“GEC”) David Poch

23 | GEC Kai Millyard

24 | GEC Chris Neme

25 | Heating, Refrigeration and Air Conditioning Institute of Canada (“HRAI”) | Martin Luymes

26 | Hydro One lan Malpass

27 | Industrial Gas Users Association (“IGUA”) Dr. Shahrzad Rahbar
28 | IGUA lan Mondrow

29 | IGUA Mark Crane

30 | Just Energy Ontario Nola Ruzycki

31 | Low Income Energy Network (“LIEN") J. Abouchar

32 | LIEN Matt Gardiner

33 | LIEN Judy Simon

34 | London Property Management Association (“LPMA”) Randy Aiken

35 | Ministry of Energy Grant Cockburn

36 | Ministry of Energy Malena Mendez

37 | Natural Resource Gas Limited Jack Howley

38 | Ontario Energy Board (“OEB”) Staff Josh Wasylyk

39 | OEB Staff Takis Plagiannakos
40 | OEB Staff Michael Bell

41 | Ontario Power Authority (“OPA”) Miriam Heinz

42 | School Energy Coalition (“SEC”) W. McNally

43 | SEC Jay Shepherd

44 | Toronto and Region Conservation Authority lan Jarvis

45 | TransCanada Energy ("TCE") Brian Kelly

46 | Vulnerable Energy Consumers Coalition (“VECC”) Michael Buonaguro
47 | VECC Roger Higgin

48 | VECC Shelley Grice
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! Invite list is accurate as of March 2015, consultation invites may not match invite list due to adjustments made,
adding or removing representatives as requested by stakeholders.
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Organization

Representative

In Person/Dial-in

1 | APPrO John Wolnik In person
2 | BOMA Marion Fraser In person
3 | CCC Julie Girvan In person
4 | CME Vince DeRose Dial-in

5 | Enbridge Gas Distribution Brandon Ott In person
6 | Enbridge Gas Distribution Fiona Oliver-Glasford In person
7 | Enbridge Gas Distribution Ravi Sigurdson In person
8 | Energy Probe Norman Rubin In person
9 | Environmental Defense Jack Gibbons In person
10 | FRPO Dwayne Quinn Dial-in

11 | GEC Kai Millyard In person
12 | HRAI Martin Luymes In person
13 | IGUA Mark Crane In person
14 | Just Energy Ontario Nola Ruzycki In person
15 | LIEN Matt Gardiner In person
16 | LPMA Randy Aiken Dial-in

17 | Ministry of Energy Grant Cockburn In person
18 | Natural Resource Gas Limited Brian Lippold Dial-in

19 | OEB Staff Michael Bell In person
20 | OEB Staff Takis Plagiannakos In person
21 | OPA Phillip Chisulo In person
22 | SEC Jay Shepherd In person
23 | Energy Probe Roger Higgin In person
24 | Toronto and Region Conservation Authority | lan Jarvis In person
25 | VECC Shelly Grice In person
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From: Moore, Alison [mailto:AMoore@uniongas.com]

Sent: November-25-14 3:47 PM

To: john.beauchamp@nortonrose.com; David.Butters@appro.org; jwolnik@elenchus.ca;
thrett@foqglers.com; Marion.Fraser@rogers.com; cconway@bomatoronto.org; jgirvan@uniserve.com;
paul.clipsham@cme-mec.ca; nancy.coulas@cme-mec.ca; Thompson, Peter C. P.; DeRose, Vincent J.;
Normrubin.energyprobe@gmail.com; DavidMaclntosh@nextcity.com; Corey@enerquality.ca;
drquinn@rogers.com; dpoch@eelaw.ca; kai@web.ca; cneme@energyfuturesgroup.com;
regulatory@HydroOne.com; srahbar@igua.ca; ian.mondrow@gowlings.com;
Paul.Seaman@gowlings.com; jim.gruenbauer@kitchener.ca; jabouchar@willmsshier.com;
mgardner@willmsshier.com; jsimon@elenchus.ca; randy.aiken@sympatico.ca;
Miriam.Heinz@powerauthority.on.ca; murray.klippenstein@klippensteins.ca;
kent.elson@klippensteins.ca; jack@cleanairalliance.org; wmcnally@opsba.org;
jay.shepherd@canadianenergylawyers.com; mrb@mrb-law.com; spainc@rogers.com;
shelley.grice@rogers.com; ric.forster@directenergy.com; howley@nrgas.on.ca; ian.jarvis@enerlife.com;
brian_kelly@transcanada.com; TCE_Regulatory@transcanada.com;
josh.wasylyk@ontarioenergyboard.ca; takis.plagiannakos@ontarioenergyboard.ca;
michael.bell@ontarioenergyboard.ca; nruzycki@justenergy.com; mluymes@hrai.ca;
Fiona.OliverGlasford@enbridge.com

Cc: Lynch, Tracy; Dawodu, Ayo

Subject: Union Gas DSM Consultation Meeting - CHANGE IN DATE TO WED JANUARY 14 2015

Good afternoon,

As we anticipate Board direction for 2015 and beyond will be released in December, Union is
moving its Consultative meeting from December to January. This will allow for an informed
discussion on Union’s approach for 2015 within the context of the Board’s direction.

The updated meeting logistics are provided:

DATE: Wednesday, January 14™, 2015

LOCATION: Ontario Energy Board, 2300 Yonge St. Toronto, 25th Floor, West Hearing
Room

TIME: 12:00 p.m. —5:00 p.m. (lunch will be provided)

Please RSVP to Ayo Dawodu by December 10 at ADawodu@uniongas.com indicating your
availability and whether you, or a delegate on behalf of your organization, plan to attend in person
or remotely. Remote access will be provided as required.

We hope you will be available to join us and look forward to engaging in a productive discussion.

Cheers,
Alison.

From: Moore, Alison
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‘paul.clipsham@cme-mec.ca'’; ‘'nancy.coulas@cme-mec.ca’; ‘pthompson@blg.com’; ‘vderose@blg.com’;
‘Normrubin.energyprobe@gmail.com’; '‘DavidMacIntosh@nextcity.com’; ‘Corey@enerquality.ca’;
'drquinn@rogers.com'; ‘dpoch@eelaw.ca’; 'kai@web.ca'; ‘chneme@energyfuturesgroup.com’;
'regulatory@HydroOne.com’; 'srahbar@igua.ca’; 'ian.mondrow@gowlings.com';

'Paul.Seaman@gowlings.com'; 'jim.gruenbauer@kitchener.ca'; 'jabouchar@willmsshier.com’;
'mgardner@willmsshier.com’; 'jsimon@elenchus.ca’; 'randy.aiken@sympatico.ca’;
'‘Miriam.Heinz@powerauthority.on.ca'; 'murray.klippenstein@klippensteins.ca’;

'kent.elson@klippensteins.ca’; ‘jack@cleanairalliance.org’; ‘wmcnally@opsba.org’;
'jay.shepherd@canadianenergylawyers.com’; ‘mrb@mrb-law.com’; ‘spainc@rogers.com’;
‘shelley.grice@rogers.com’; ‘ric.forster@directenergy.com’; ‘howley@nrgas.on.ca’;

"lan.jarvis@enerlife.com’; 'brian_kelly@transcanada.com'; 'TCE_Regulatory@transcanada.com’;
'josh.wasylyk@ontarioenergyboard.ca’; 'takis.plagiannakos@ontarioenergyboard.ca’;
'michael.bell@ontarioenergyboard.ca’; 'nruzycki@justenergy.com'; ‘mluymes@bhrai.ca’;
'Fiona.OliverGlasford@enbridge.com'

Cc: Lynch, Tracy; Dawodu, Ayo

Subject: SAVE THE DATE: December 1, 2014 - Union Gas DSM Consultation Meeting

Good Morning,

Union Gas invites you to join us on December 1, 2014 for a DSM Consultative meeting. The meeting
will be held in Toronto - agenda and logistics to follow.

Please RSVP to Ayo Dawodu by November 17t at ADawodu@uniongas.com indicating your
availability and whether you, or a delegate on behalf of your organization, plan to attend in person
or remotely. Where applicable please advise us of any dietary restrictions/allergies with your
response.

We value your perspective on our DSM programs and activities, and will reimburse stakeholder
organizations for the cost of their participation in this consultation.

Thank you, we look forward to your engagement in this meeting.

Cheers,
Alison.

Alison Moore

Manager, DSM Strategy

Union Gas Limited | A Spectra Energy Company

777 Bay Street, Suite 2901 | Toronto, ON M5G 2C8

Tel: (416) 496-5289 | Cell: (416) 994-4576 | Fax: (416) 496-5331

Email: amoore@uniongas.com | www.uniongas.com

cid:image001.jpg@01CFOBBA.EA7C48F0
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This email communication and any files transmitted with it may contain confidential and or
proprietary information and is provided for the use of the intended recipient only. Any review,
retransmission or dissemination of this information by anyone other than the intended recipient is
prohibited. If you receive this email in error, please contact the sender and delete this
communication and any copies immediately. Thank you.
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From: Moore, Alison

Sent: January-08-15 6:34 PM

To: john.beauchamp@nortonrose.com; David.Butters@appro.org; jwolnik@elenchus.ca; thrett@foglers.com; Marion.Fraser@rogers.com;
cconway@bomatoronto.org; jgirvan@uniserve.com; paul.clipsham@cme-mec.ca; nancy.coulas@cme-mec.ca; pthompson@blg.com;
vderose@blg.com; Normrubin.energyprobe@gmail.com; DavidMaclntosh@nextcity.com; Corey@energuality.ca; drquinn@rogers.com;
dpoch@eelaw.ca; kai@web.ca; cneme@energyfuturesgroup.com; regulatory@HydroOne.com; srahbar@igua.ca; ian.mondrow@gowlings.com;
Paul.Seaman@gowlings.com; jim.gruenbauer@kitchener.ca; jabouchar@willmsshier.com; mgardner@willmsshier.com; jsimon@elenchus.ca;
randy.aiken@sympatico.ca; Miriam.Heinz@powerauthority.on.ca; murray.klippenstein@klippensteins.ca; kent.elson@klippensteins.ca;
jack@cleanairalliance.org; wmcnally@opsba.org; jay.shepherd@canadianenergylawyers.com; mrb@mrb-law.com; spainc@rogers.com;
shelley.grice@rogers.com; ric.forster@directenergy.com; howley@nrgas.on.ca; ian.jarvis@enerlife.com; brian_kelly@transcanada.com;
TCE_Reqgulatory@transcanada.com; josh.wasylyk@ontarioenergyboard.ca; takis.plagiannakos@ontarioenergyboard.ca;
michael.bell@ontarioenergyboard.ca; nruzycki@justenergy.com; mluymes@bhrai.ca;

Cc: Lynch, Tracy; Dawodu, Ayo

Subject: Union Gas DSM Consultation Meeting - WEDNESDAY JANUARY 14, 2015

Good afternoon,

Please find attached the agenda for Union’s DSM Consultative meeting next week. Union will be reviewing our DSM approach for 2015 at this
session.

If you have not done so already please RSVP to Ayo Dawodu at ADawodu@uniongas.com indicating your availability and whether you, or a
delegate on behalf of your organization, are available to attend in person or remotely. Remote access will be provided if required.

DATE: Wednesday, January 14™ 2015
LOCATION: Ontario Energy Board, 2300 Yonge St. Toronto, 25th Floor, West Hearing Room
START TIME: 12:00 p.m. (lunch will be provided)

We hope you will be available to join us and look forward to engaging in a productive discussion.

Cheers,
Alison.

Alison Moore
Manager, DSM Strategy
Union Gas Limited | A Spectra Energy Company
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Date: January 14, 2015
Location: Ontario Energy Board, 2300 Yonge Street Toronto
25th Floor, West Hearing Room
SUELLE/ UL item Discussion Lead
Allotment
12:00 | :30 | Lunch
12:30 | :15 | Opening Remarks Tracy Lynch
12:45 | :90 | 2015 DSM Program Approach Ehsan Dibaji
e Residential
e Commercial / Industrial
e Low-Income
2:15 :15 | Break
2:30 | :60 | 2015 DSM Program Approach Ehsan Dibaji
e Large Volume
e  Market Transformation
e Budget and Shareholder Incentive Summary
Next Steps
3:30 | :30 | 2015 Avoided Costs Eric Buan
4:00 | :15 | Closing Remarks Tracy Lynch
Adjourn
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Receive feedback from Stakeholders on Union’s approach as it pertains to the
Final DSM Framework and Guidelines in the context of 2015

Agenda:
® 2015 DSM Direction

® Program Discussions
— Resource Acquisition
— Low Income
— Large Volume

— Market Transformation

2015 Studies

® Budget and Shareholder Incentive Summary
® Next Steps

® 2015 Avoided Costs Update
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Final DSM Framework Direction:

® Gas Utilities should roll-forward their 2014 DSM Plans,
including all programs and parameters (i.e., budget, targets,
incentive structure) into 2015

® Gas Utilities may increase overall spending by up to 15% to
address the principles and key priorities outlined in the DSM

Framework
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® Ensure programs take a holistic approach throughout a
customer’s home or business

® Implement DSM programs that are evidence based and rely on
customer specific data

® Expand the delivery of low-income offerings across the
province

® Implement programs that reduce and/or defer future
infrastructure investments

® |[ncrease collaboration and integration of CDM/DSM

® Develop new and innovative programs, including flexibility to
allow for on-bill financing options
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Resource Acquisition — 2015 Approach

Residential Program

Commercial/Industrial Program
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* Provide a cost-effective residential program that provides broad access and
holistic, long-term savings

e Continue to shift focus from ESK to Home Reno Rebate

 Lay the groundwork for behavioural natural gas management tools

ENERGY SAVINGS KIT HOME RENO REBATE BEHAVIOURAL




Energy Savings Kit & Home Reno Rebate
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* Continuation of shift in program focus to Home Reno Rebate

* Maintain ESKs at a reduced level

— Energy Saving Kits

* Energy efficient showerhead, faucet aerators,
Teflon tape, pipe insulation, p-stat coupon

e Decrease number of kits delivered

Target

Units

— Home Reno Rebate
* Space Heating

Water Heating
* Insulation

* Air Sealing

* Homeowner completes pre- and post- energy
assessments and installs at least two deep
measures

* Increase number of homes as per 25% target
adjustment rollover

Year 2015
Target

Homes 1,246
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* Base case for furnace to code, effective useful life of 20 years
* Eligibility Criteria
* Maintain 25% average savings and 2 major measure requirements for deep savings

* Eliminate the per home savings threshold of 11,000 cumulative m3

— Impact on Residential Program Savings
2014 Avg. Gross 2015 Avg. Gross % of Homes below
Home Type cffol-llzrzzzc'?rzt:tgez Savings per Home Savings per Home 11,000 m3
(Lm3) (Lm3) threshold
Homes — Furnace 54% 27,968 18,956 23%
Homes — No Furnace 46% 40,679 31,892 0%
Weighted Avg. / Home -- 33,858 24,951
I T
Results
ESK Cumulative m3 31 M m3 9M m3 15,000 ESKs
Home Reno Rebate Cumulative m3 27 M m3 26 M m3 1,246 Homes * 21,208 Lm3
(net savings)
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* Educates and empowers customers to actively monitor and manage gas usage

Description

Measurement &
Tracking

Lead generation channel for other offerings

Comparative reports with
suggested energy saving actions

Online energy portal

Highest natural gas consuming
customers (eg. >2,400m3/year)

Energy use reports mailed four
times during the fall/winter

No savings claimed in 2015

Savings in 2016 + measured by
comparing actual usage of
treatment and control group

Appendix A
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Provides targeted, customized information to customers based on internal and third-party data

Reflects desire for more information on how to conserve energy from Union Gas

- Key Call Outs

* Evidence based offering that quantifies savings at
the meter

* EMA&V utilizing a treatment vs. control group

* Reports target customers with the greatest
potential for savings

* Online energy portal to reach all residential
customers

* 2015 start-up to fully integrate with systems
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Appendix A

System Integration

* Integrate into MyAccount, Union’s online

account management system

MPAC Data

* Size and vintage of home data to ensure
meaningful comparisons for customers

and relevant suggestions
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* Continue to generate long-term energy savings in the C/l market

* Maintain focus on prescriptive measures and custom applications

PRESCRIPTIVE OFFERING CUSTOM OFFERING

d“,,.m‘

12



DESCRIPTION

MARKET APPROACH
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* Generate long-term energy savings in the C/l market through prescriptive, quasi-prescriptive,
and custom energy conservation measures

* Broad reaching program that covers all sectors in the C/I market

Prescriptive/Quasi-Prescriptive Custom

» Offering covers opportunities outside
the scope of the approved prescriptive
and/or quasi-prescriptive measures.

* Pre-determined incentives for energy
efficient technologies

* Account Managers

* Project Manager technical support

* Account Managers . . . .
g * Trade allies, engineering & consulting

* Mass market techniques firms

* Savings confirmed on project-by-project
basis based on the parameters for each
project, e.g.:

* Robust engineering analysis
« CUSUM (where applicable)

e Channel partners including HVAC
contractors, distributors, manufacturers

13



Resource Acquisition Scorecard

2015 Resource Acquisition Scorecard

Metric Target Levels
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Metrics Weight
Lower Band Target Upper Band
2014 Post-Audit Scorecard
, ) Cost Effectivness (m3 per
Cumulative Natural Gas Savings m3 75% of Target o 125% of Target 90%
Promo and Incentive) times $10.684
times 1.02
Deen Savi Residential (H ) 2015 Target minus 2014 Actuals fimes 1.25 2015 Target plus co;
vings - Residenti m imes 1.
eep Savings - Residential (Homes 50 homes ctuals times 50 hormes b
The higher of: The higher of: The higher of:
Deep Savings - Commercial/Industrial i) 2014 Actual i) 2014 Actual + 1% i) 2014 Actual + 2% 5%
ii) 4.5% ii) 5.5% ii) 6.5%

— Key Call Outs

® Scorecard roll over as per the Final DSM Framework

® Remove 11,000 m3 Home Reno Rebate eligibility criteria

14



2015 Resource Acquisition Budget

Resource Acquisition Budget (S 000)

15% Incremental
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Budget Item 2014 Plan 2015 Plan Budget 2015 Total
Residential $3,163 $3,163 $4,090 $7,253
Promotion/Incentive $2,567 $2,567 S4,000 $6,567
Administration S576 S576 $90 $666
Evaluation S20 $20 SO $20
Commercial/Industrial $10,859 $10,859 - $10,859
Promotion/Incentive $8,118 $8,118 - $8,118
Administration S2,682 S2,682 — S2,682
Evaluation S60 S60 - S60
Cumulative Inflation S913 S1,164 S1,164
Total $14,935 $15,186 $4,090 $19,276

15
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Effective January 1, 2014 maximum contracted demand for Rate M4 and Rate M5
changed from 140,870 m3/day to 60,000 m3/day

Customers with contracted demand greater than 60,000 m3/day migrated to
Rate M7

Key Call Outs

Due to the rate class eligibility threshold change customers in Rate M4, M5 migrated
into Rate M7 rate class

The 2015 DSM allocation built into rates was based on 2014 allocation plus inflation

The change in customer rate class mix will result in an increase above 100% of the
DSM budget amount allocated to the M7 Rate Class

The 2015 DSMVA balance will be addressed in the 2015 Deferral Disposition
proceeding

16
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Single Family and Multi-family Offerings



Filed: 2015-04-01

O wipnyas
Low Income A spcts gy

Appendix A

Page 25 of 51

e Continue addressing the specific energy conservation challenges and barriers
faced by Low-income customers

* Provide program access to incremental target market to ensure comprehensive
Low-income program

Single Family Offering Multi Family Offering Market Rate Multi Family
(HWP) (AHCP) Eligibility

Affordable Housing

Conservation Program

unionyas.com/affordablehousing

18



DESCRIPTION

MARKET APPROACH

Home Weatherization Program
Affordable Housing Conservation Program
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* Single and Multi Family offerings ensure broad program access for low-income energy consumers

» Offering directly pursues long-term energy savings through thermal envelope improvements and
a mix of prescriptive, quasi-prescriptive and custom offerings

HWP - Single Family

* Free home energy audit and thermal
envelope upgrades including:
* Insulation, air sealing measures and
basic measures

* Delivered through 3rd party delivery agents
* Increasing focus on the private market

* Increasing focus on H&S — e.g. Carbon
Monoxide Detectors

* Expand geographical reach to rural
communities

* Implement new market channels and
partnership models

AHCP — Multi Family

* Offering provides incentives for prescriptive
and custom applications as well as building
assessments to help identify opportunities

* Delivered through UG Account Managers

* Increased focus on non-profits/co-op
housing providers

* Implement new market approach strategy
and marketing toolkit (messaging/channels)

O wmiongas

A Spectra Enmigéﬁ‘r?lpany
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* Broaden accessibility of Multi Family offering to privately owned buildings with a high percentage
of Low Income tenants

e Offering addresses barriers of this market segment to achieve long-term energy savings

* Consistent measures and

incentives as AHCP offering - Key Call Outs

Description * Tenant Education & Awareness
component

* Union committed to assessing offering Low-
income programming to the Market Rate

* Privately owned buildings with segment

high percentage of Low Income
tenants

* Consensus reached with the LI Consultative that
Union will offer LI programming to the Market
Rate segment

* Demonstration program in 2015 » Union convened a Low-income Market Rate

* UG sales team to target and Multi-Family working group which met
deliver throughout 2013/2014 to discuss the
market barriers, program design, market

approach and timing for this offering

Measurement & e Consistent with AHCP

Tracking

20



2015 Low Income Scorecard

2015 Low Income Scorecard
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i Metric Target Levels .
Metrics Weight
Lower Band Target Upper Band
Cumulative Natural Gas Savings from
) ) 19,500,000 26,000,000 32,500,000 60%
Single Family (m3)
Cumulative Natural Gas Savings from
) , 13,200,000 17,600,000 22,000,000 40%
Multi-Family (m3)

— Key Call Outs

® Scorecard roll over as per the Final DSM Framework

21
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Low Income (S 000)

Budget Item 2014 Plan 2015 Plan Variance
Single Family Promotion/Incentive $3,883 $3,883 ---
Multi-Family Promotion/Incentive $1,944 $1,944 -
Administration $972 $972 ---
Evaluation $40 $40 —
Cumulative Inflation S445 $570 $125

Total $7,284 $7,409 $125

Key Call Outs

® Consistent budget

22
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Large Volume — 2015 Approach
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* Continue supporting Union’s largest customers by providing technical assistance
and financial incentives

* Maintain Direct Access budget mechanism for Rate T2/Rate 100 customers

* Consistent budget and target approach

EQUIPMENT and O&M STUDIES ENERGY MANAGEMENT

enersmart

HITCESS & HrDouckn

24



MARKET
APPROACH

DIRECT
ACCESS

Large Volume Rate T1, Rate T2, Rate 100

* Generate long term cost effective savings
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* Continue to support the continuous improvement approach (Plan/Do/Check/Act) to active

DESCRIPTION

energy management

Large Volume Program
* Training and technical assistance

* Support for engineering feasibility and process improvement studies to
identify and quantify potential energy saving opportunities

* Financial incentives to support the installation of new equipment,
processes and operation and maintenance practices

* Support installation of energy meters, monitoring , management systems

* Account Manager and Project Manager delivery via established long-term
business relationships

* Direct Access funding mechanism for Rate T2/100 customers providing
dedicated first access to customer incentive budget funded by the
customer

2014 ENERGY EFFICIENCY INCENTIVES
LARGE VOLUME
DIRECT ACCESS PROGRAM

for Rate T2 and Rate 100 Customers.

uniongas.com/business

@ wiongas

25



2015 Large Volume Scorecard

2015 Large Volume Rate T1/T2/100 Scorecard
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Metrics

Metric Target Levels

Lower Band

Target

Upper Band

Weight

Rate T2 / Rate 100 Cumulative
Natural Gas Savings (m %)

75% of Target

2012-2014 Average Post-Audit
T2/100 Cost Effectivness (m3 per
Incentive)
times $2.383 million

125% of Target

40%

Rate T1 Cumulative Natural Gas
Savings (m 3 )

75% of Target

2012-2014 Average Post-Audit T1
Cost Effectivness (m3 per Incentive)
times $1.104 million

125% of Target

60%

Key Call Outs

® Scorecard roll over as per the Final DSM Framework
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Large Volume (S 000)

Budget Item 2014 Plan 2015 Plan Variance
Large Volume Rate T1/T2/100
Promotion/Incentive $3,587 $3,587 ---
Administration S907 S907 -
Evaluation $40 $40 -
Cumulative Inflation §295 $376 $81
Total $4,829 $4,910 $81
Key Call Outs

® Consistent budget considerations as 2012 — 2014
— No budget transfers into program
— S500K transfer limit between rate classes

— 15% Overspend for Rate T1 only
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Market Transformation — 2015 Approach

Residential Optimum Home



Market Transformation
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Supporting the Residential New Construction market by enabling energy efficient
building practices

Support smaller tier builders to disseminate efficient practices

PHASE 1 — DISCOVER PHASE TWO — IMPLEMENT PHASE THREE - SUSTAIN

29
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e Continue to support enrolled builders towards building housing stock 20% above current OBC 2012

* Ensure enrolled builders increase percentage of high efficient homes

- Key Lessons Learned

* Holistic three phase
consulting process ensuring
each builders receives
tailored advice

* Targeting the Top 50 builders does not provide
participation opportunities across franchise area

Description * To help stimulate the spillover effect of
* Participants receive 30 days Optimum Home, Union offered Workshops
of consulting, training, and available to all builders
financial incentives * The workshops had low participation
"""""""""""""""""""""""" * The builder community is saturated with
workshops
* Top 50 builders in UG
franchise «  Planning streamlined builder engagement
process
---------------------------------------------- * Builders face common issues thus
« Program delivered through allowing Union to focus the consulting
31 party and Account efforts to address main barriers
Managers

30



Optimum Home 2
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 Share building practices and proven approach to building 20% above OBC 2012 with mid-tier

builders

* Disseminate lessons learned through streamlined offering

L]

Participants receive 14 days
of consulting in condensed
2 year timeframe

Engagement with busy,
geographically dispersed
mid-tier builders

Builders who construct
more than 10 homes per
year

Program delivered through
3rd party and Account
Managers

[ Key Call Outs

Engaging the mid-tier builders provides an
opportunity to engage in various regions in
Union’s franchise area

Workshops discontinued going forward

Condensed consulting services that will focus on
the key lessons learned working with builders
during the 2012-2014 program term

Harder to reach this market but once they are
engaged working with the owner/operator may
create efficiencies

Moving from a three phased to a two phased
model in order to advance the market ahead of
the next code change
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* The scorecard reflects the evolution of Union’s Market Transformation program

2015 Market Transformation Scorecard

) Metric Target Levels :
Metrics B Weight
Lower Band Target Upper Band
Homes Built (>20% above OBC 2012
OH1 . ( ’ _ ) 2014 Actuals +3% 2014 Actuals +6% 2014 Actuals +9% 40%
by Participating Builders
New Participating Builders 4 8 15 40%
OH2 ) 20% of Incremental | 30% of Incremental | 40% of Incremental
Prototype Homes Built o . . 20%
Participants Participants Participants
— OH1 Call Outs — OH2 Call Outs
e Maintain homes built metric ® Incremental participant targets for mid-
tier builder
® Continue year over year increase in
percent of homes built 20% above OBC ® % Prototype homes built metric in year
2012 by participating builders one reflects condensed timeline of

offering
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Market Transformation (S 000)

Budget Item 2014 Plan 2015 Plan Variance
Optimum Home
Promotion/Incentive $1,187 $1,187 -
Administration $195 $195 —
Evaluation - - -
Cumulative Inflation S87 $115 $27
Total $1,469 $1,497 827
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Studies Required

Systems Planning, Achievable Potential



DSM Framework /Guidelines Direction

BUDGET

Studies

Role of DSM in Systems Planning

* The study will determine the
appropriate role DSM may serve in
future system planning efforts

* Completed as soon as possible and no
later than in time to inform the mid-
term review of the DSM framework

* The multi-year DSM Plan will include a
preliminary project scope and a
preliminary transition plan outlining
how DSM will be included in future
infrastructure planning efforts

$200K (initial estimate for 2015)

* Mid-term review to be informed by

* The study is to be completed by June

* Details on the scope, timing and

Filed: 2015-04-01
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Achievable Potential Study

an achievable potential study
1st, 2016.

nature of the study will be provided
at a later date

$250K (initial estimate for 2015)
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Budget Plan Budget Plan
($000) ($000)
Programs
Residential $3,163 $3,163
Commercial/Industrial $10,859 $10,859
Large Volume $4,534 S4,534
Low Income $6,839 $6,839
Market Transformation $1,379 $1,379
Program Sub-Total $26,774 $26,774

Portfolio Budget

Research $766 $766
Evaluation $969 $969
Administration $1,582 $1,582
Cumulative Inflation $1,959 $2,497
Key Call Outs

* 2015 DSM Budget is a 2014 roll over as per the Final DSM Framework

* Budget increased due to inflation
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Holistic Approach Home Reno Rebate $700
Evidence Based/Customer Specific Data Behavioural $3,300
Expand Low-Income Low-income Market Rate Eligibility --
Reduce/Defer Infrastructure Investments DSM in Systems Planning Study $200
Requirement of Framework Achievable Potential Study $250
Other Additional Transition Elements S438

Total $4,888

— Key Call Outs

e 2015 Incremental 15% budget for Key Priority items = $4.888 M

* Portion of budget has not been earmarked - available for additional
transitional elements as required
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2015 Shareholder Incentive

DSM Shareholder Incentive

Filed: 2015-04-01

O wmiongas

A Spectra Emﬂpﬁﬁrglpany
Appendix A
Page 45 of 51

Percent 2015
Scorecard Allocation (5000)
(%) Maximum Maximum
Resource Acquisition 52% $2,267 S5,667 $2,305 S$5,762
Low-Income 26% $1,105 S2,764 S1,124 $2,810
Large Volume 17% S733 $1,832 S745 51,863
Market Transformation 5% $223 S557 S227 S567
Total 100% $4,328 $10,820 $4,401 $11,002

Key Call Outs

e Consistent allocation with 2014

® Increased by 1.68% inflation as per Final DSM Framework
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® 2015 Next Steps

— Currently assessing additional Key Priority items, including activities that
would be required in 2015 to prepare for the 2016-2020 term

— Upon further direction from the Board on the Achievable Potential Study,
Union will engage stakeholders in the process

— Working through preliminary stages of the Systems Planning project
including establishing scope of the study, Union will engage stakeholders
in the process

® 2016 - 2020 Next Steps

— Program assessments in response to Final DSM Framework and Guidelines

— Stakeholder sessions to be held with Union’s consultative to discuss the
various sector programs
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Summary of ICF International Report:
Evaluation of Union Gas Avoided Costs

Eric Buan
DSM Audit Lead
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1. Review of avoided gas cost concepts and practices
for natural gas utilities

2. Review existing Union Gas avoided gas cost
methodology

3. Review of existing avoided gas cost load segments

4. Develop recommendations for improving existing
avoided gas cost methodology
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® Current methodology is reasonable and appropriate

® Four recommendations were offered

1. Account for avoided fuel losses

2. Account for avoided storage costs

3. Incorporate long term gas commodity price forecast
4

Account for avoided facility infrastructure (distribution system)
costs

® Union has adopted recommendations 1 — 3 for the
2015 Avoided Costs

— Will assess potential avoided infrastructure costs through the study
assessing future system planning efforts
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Appendix A: Incorporating Stakeholder Feedback into Union’s 2015 DSM Plan Page 51 of 51

Union met with stakeholders on January 14, 2015 to share Union’s approach for the DSM Plan as it pertains to the 2015 year. The following is a
summary of the changes incorporated into Union’s 2015 DSM Plan based on comments and feedback received. While the summary does not

reflect stakeholder consensus, it demonstrates the changes Union made to take stakeholder feedback into account.

Union’s Original Proposal

Stakeholder Comments and

Feedback®

Changes Incorporated to Union’s DSM Plan

Residential — Metric
for Deep Savings -
Residential (Homes)

Consistent with the direction given in the
DSM Framework, Union rolled forward
the Deep Savings — Residential (Homes)
target setting methodology:

Lower Band — Target minus 50 homes
Target - 2014 actuals times 1.25
Upper Band — Target plus 50 homes

Stakeholders commented that
the current target setting
formula was effective when the
Home Reno Rebate program
achievements were much lower
than 2014’s achievement levels.

Union investigated the effect of the lower
and upper band target formula on the 2013
achievement approximating a +/-25%
variance on the target. Therefore, the lower
band and upper band target is revised based
on +/- 25% of the Target:

Lower Band — 75% of Target
Target - 2014 actuals times 1.25
Upper Band — 125% of Target

The revision results in an upper band target
of +300 homes instead of the previous
methodology of +50 homes.

Market
Transformation —
Optimum Home

Union proposed an evolution of the
current Optimum Home program to
target the next tier of residential builder.
The current version of Optimum Home
targeted the top 50 builders in Union’s
franchise area. The proposal was to
continue supporting the top 50 builders
currently enrolled in the program but
also offer streamlined program to
builders who construct more than 10
homes per year.

Stakeholders expressed
concerns with shifting our focus
away from the top 50 builders
by targeting a smaller tier of
builders. The program's focus
should be ensuring the top
builders are building a greater
portion of their housing stock to
20% above OBC 2012.

Union has revised the Market
Transformation scorecard to focus solely on
increasing the market penetration of homes
built to 20% above code by participating
builders.

! List is not inclusive of all comments and feedback provided during the Consultation
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APPENDIX B: AVOIDED COSTS (NATURAL GAS, WATER AND ELECTRICITY)

Inflation Factor 1.68%

Discount Rate 7.90%

Residential/Commercial Industrial Residential/Commercial/Industrial
Baseload (m®) Weather Sensitive (m°) Water (m°) Electricity (kwh)
Rate NPV Rate NPV Rate NPV Rate NPV Rate NPV

2015

0.21378 0.21378 0.22071 0.22071

0.20537 0.20537

2.27294 2.27294 0.11280 0.11280

2016

0.19684 0.39620 0.20449 0.41024

0.20114 0.39179

2.31113 4.41486 0.11470 0.21910

2017

0.19620 0.56473 0.20266 0.58431

0.19798 0.56184

2.34996 6.43331 0.11663 0.31928

2018

0.20730 0.72974 0.21387 0.75455

0.20911 0.72830

2.38944 8.33540 0.11859 0.41368

2019

0.23174 0.90071 0.23841 0.93044

0.23358 0.90063

2.42958 | 10.12784 0.12058 0.50263

2020

0.25035 1.07188 0.25714 1.10626

0.25222 1.07308

2.47039 | 11.81695 0.12260 0.58646

2021

0.24863 1.22944 0.25553 1.26819

0.25053 1.23184

2.51190 | 13.40870 0.12466 0.66546

2022

0.25157 1.37718 0.25859 1.42005

0.25350 1.38072

2.55410 | 14.90868 0.12676 0.73990

2023

0.26925 1.52373 0.27639 1.57049

0.27122 1.52834

2.59701 | 16.32220 0.12889 0.81005

2024

0.25862 1.65419 0.26588 1.70461

0.26063 1.65981

2.64064 | 17.65424 0.13105 0.87616

2025

0.27435 1.78244 0.28173 1.83632

0.27639 1.78902

2.68500 | 18.90949 0.13325 0.93846

2026

0.27612 1.90208 0.28363 1.95921

0.27819 1.90956

2.73011 | 20.09237 0.13549 0.99716

2027

0.29855 2.02196 0.30618 2.08215

0.30065 2.03028

2.77597 | 21.20707 0.13777 1.05248

2028

0.30166 2.13423 0.30941 2.19730

0.30380 2.14334

2.82261 | 22.25751 0.14008 1.10462

2029

0.32465 2.24620 0.33253 2.31199

0.32682 2.25606

2.87003 | 23.24740 0.14244 1.15374

2030

0.32743 2.35086 0.33545 2.41922

0.32964 2.36143

2.91825 | 24.18023 0.14483 1.20004

2031

0.33257 2.44938 0.34072 2.52016

0.33482 2.46062

2.96727 | 25.05928 0.14726 1.24367

2032

0.33925 2.54253 0.34755 2.61558

0.34154 2.55440

3.01712 | 25.88766 0.14974 1.28478

2033

0.35307 2.63237 0.36150 2.70757

0.35540 2.64483

3.06781 | 26.66828 0.15225 1.32352

2034

0.36264 2.71789 0.37122 2.79511

0.36501 2.73091

3.11935 | 27.40391 0.15481 1.36003

2035

0.37758 2.80041 0.38630 2.87954

0.37998 2.81396

3.17175 | 28.09713 0.15741 1.39443

2036

0.38851 2.87911 0.39738 2.96003

0.39096 2.89315

3.22504 | 28.75038 0.16006 1.42685

2037

0.39977 2.95416 0.40878 3.03677

0.40225 2.96866

3.27922 | 29.36598 0.16274 1.45740

2038

0.41135 3.02573 0.42052 3.10993

0.41388 3.04067

3.33431 | 29.94610 0.16548 1.48619

2039

0.42328 3.09398 0.43260 3.17969

0.42585 3.10934

3.39033 | 30.49277 0.16826 1.51332

2040

0.43556 3.15907 0.44503 3.24619

0.43817 3.17482

3.44728 | 31.00793 0.17109 1.53889

2041

0.44820 3.22114 0.45783 3.30960

0.45086 3.23726

3.50520 | 31.49339 0.17396 1.56298

2042

0.46121 3.28034 0.47101 3.37006

0.46392 3.29681

3.56409 | 31.95087 0.17688 1.58569

2043

0.47461 3.33680 0.48457 3.42770

0.47736 3.35359

3.62396 | 32.38197 0.17985 1.60708

2044

0.48840 3.39065 0.49853 3.48267

0.49120 3.40775

3.68485 | 32.78823 0.18287 1.62724
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1) Introduction ¢

Union Gas engaged ICF to evaluate the existing methodology used by Union Gas to estimate
the avoided costs used to evaluate Union Gas DSM programs, and to develop and implement a
more comprehensive approach to determining Union Gas avoided costs. ICF conducted the
assessment of Union Gas avoided costs in four steps. Each step is summarized below:

1. Review of Avoided Cost Concepts and Practices for Natural Gas Utilities

ICF conducted a literature review of DSM programs and avoided cost methodologies prepared
by other natural gas distribution companies. The literature review was intended to provide a
reasonable representation of the published information available, in order to ensure that the ICF
approach to avoided cost estimation is consistent with current industry practices. The literature
review is not intended to be comprehensive. The results of the literature review are summarized
in Section 2 of this report.

2. Review existing Union Gas Avoided Cost Methodology

ICF completed a detailed review of the existing Union Gas Avoided Cost methodology. The ICF
review included a review of the Union Gas Sendout analysis currently used to generate avoided
gas costs, to determine if the existing approach appropriately estimates the gas cost savings
associated with DSM programs, and to identify any areas in the existing avoided cost
methodology that need to be extended or revised in order to be consistent with OEB guidelines
on avoided cost calculations. The results of the existing methodology review are summarized in
Section 3 of this report.

3. Review of existing Union DSM Program Impacts (Peak Day, Winter, Annual)

ICF worked with Union Gas DSM staff to evaluate the estimated impacts of the Union Gas DSM
programs on Peak Day, Winter, and Annual demand. This started with a review of the existing
DSM evaluation reports used by Union Gas when assessing DSM programs, and also
considered Union Gas DSM plans and avoided cost methodology. The results of the review of
existing DSM program impacts are summarized in Section 4 of this report.

4. Develop Recommendations for improving the Existing Avoided Gas Cost
Methodology Used by Union Gas

ICF used the results of our review of the existing Union Gas methodology to make
recommendations to improve the current methodology. We then estimated the impact of these
recommendations on the Union Gas avoided cost estimates. The recommendations made by
ICF can be found in Section 5 of this report.
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2) Review of Avoided Cost Concepts and Practices for Page > o

Natural Gas Utilities

ICF set out to conduct a literature review of avoided costs prepared by other natural gas
distribution companies as part of their DSM planning process. The literature review is intended
to be representative of the published information available, in order to ensure that the ICF
approach to avoided cost estimation is consistent with current industry practices. The literature
is not intended to be comprehensive.

It should also be noted that the first review presented in this study is lengthier than the others,
because the level of detail available for this calculation methodology was much greater. The
difference in level of rigor between certain utilities methodologies for cost-effectiveness
calculations was significant.

2.1 Avoided Cost Concepts for Natural Gas Distribution Companies

Avoided costs are one of the key components of the cost-effectiveness tests that are widely
used to evaluate energy efficiency investments. Cost-effectiveness represents whether an
investment’s benefits exceed its cost. Avoided costs are one of the main benefits considered in
these tests. However, the other types of costs and benefits that are included in this comparison
can vary. Different cost-effectiveness tests are also used in different jurisdictions. Additionally, in
most cases the ‘standard’ tests are modified to account for the jurisdiction’s desired avoided
costs (Home Performance Coalition, 2014).

This testing, and hence the avoided cost component, are critical to the justification of public
funding to support energy efficiency programs. These avoided costs will be used by utilities in
their Demand Side Management (DSM) plans or their Integrated Resource Plans (IRP), as
required by regulators, but are not typically used by the utilities for any other purposes (other
than justifying energy efficiency measure cost-effectiveness).

2.2 Typical Components of Avoided Gas Costs

The following categories of avoided costs are the most commonly considered benefits for
natural gas DSM programs:

= Commodity Costs

= Capacity Costs (Pipelines and Storage)

= Distribution System Costs (Transmission and Distribution System)
= Market Price Suppression Effects (DRIPE)

= Non-Energy Benefits

Additionally, the avoided costs above will be impacted by how the calculation methodology
accounts for seasonal fluctuations in natural gas demand and how it differentiates between
customer types. These avoided cost components are further discussed below.
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2.2.1 Commodity Costs Page 6 of 34

Avoided commodity costs represent the value of the resources conserved by efficiency
measures, and are typically a major driver of the total avoided costs. This represents what it
costs the utility to buy the natural gas, but does not yet account for other components of energy
cost, such as transportation. Losses such as from compression, the amount of fuel used by
compressors to move the natural gas through pipelines, can also be included as part of
commodity costs. These are typically variable costs, where cost savings are proportional to
natural gas savings. Commaodity costs also can include avoided costs from the conservation of
other resources, such as electricity, water, or other fuels, which are typically accounted for
separately from natural gas.

Methodologies with very different levels of complexity are used by gas distributors to forecast
commodity prices for avoided costs, which may rely on internal econometric models or the work
of external consultants. Typically, for near-term analysis there is market data available, and the
commodity costs can be based on forward and futures market data, which are publicly available
and transparent to all stakeholders. However, for long-term analysis there is no market data
available, and the avoided natural gas costs rely on public or private price forecasts.

2.2.2 Capacity Costs (Pipelines and Storage)

Avoided capacity costs represent the value that comes from lower pipeline transportation and
gas storage requirements. Whether a natural gas distributor relies on its own pipelines and
storage capacity, or is contracting this capacity, reduced natural gas volumes can also reduce
some of these capacity costs. Storage is relied upon to build up additional natural gas supply
through-out the year in order to meet the increased demands during the peak-heating winter
months. Elements of these costs can be both fixed and variable, which dictates how they can be
included in avoided costs for a specific utility, based on their gas supply infrastructure and
contracts.

More specifically, the capacity costs that can be avoided depend on the characteristics of a gas
distributor’s existing gas supply portfolio, and the opportunities to add or reduce capacity in
response to changes in demand. While all gas supply resources are avoidable over the long
run, distributors may have their own existing pipelines or hold multiyear contracts that commit
them to pay for a fixed pipeline or storage service for a minimum period of time. In such
situations, the fixed cost of the capacity cannot be avoided until the end of the contract term,
when the distributor typically has an option to renew or terminate the service (Synapse Energy
Economics Inc., 2013).

Additionally, the avoided capacity costs to meet natural gas loads depend on the season.
Northern pipeline systems are designed to meet winter peak demand, so avoided costs are
higher in winter than in the summer (ICF Consulting, 2005). A unit of gas conserved in the
winter may allow the distributor to plan their capacity for a lower maximum demand, but a unit of
gas conserved in the summer will not conserve storage or peaking supply, and may not
conserve pipeline costs where the line is underused.

2.2.3 Distribution System Costs (Transmission and Distribution System)

This portion of the overall cost of gas represents the cost of delivering the gas on the LDC'’s
distribution system, and is sometimes referred to as the “retail margin” (Synapse Energy
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Economics Inc., 2013). Avoided local distribution system infrastructure costs are achieved Whé)r?ge 7of 34
reduced natural gas demand enables delays in the timing of new projects, or reductions in the

size of these projects. The avoided transmission and distribution costs vary by utility service

territory, but are typically driven by the level of gas demand in the winter heating season

(National Action Plan for Energy Efficiency, 2008).

2.2.4 Market Price Suppression Effects (DRIPE)

Market price suppression effects represent a potential decrease in natural gas prices resulting
from efficiency programs reducing the total demand for natural gas. Also known as the Demand-
Reduction-Induced Price Effect (DRIPE), this is a measure of the value of efficiency measures
in terms of the reductions in the wholesale market prices of gas seen by all customers (Synapse
Energy Economics Inc., 2013). A reduction in the quantity of gas used in one region will reduce
the overall demand for gas and therefore reduce the market price for gas supply in all regions
supplied by the same natural gas producers. DRIPE will have little impact on the market price of
energy, but very small impacts on market prices can result in large absolute dollar amounts
when applied to all energy being purchased in the market.

DRIPE can be more significant in isolated markets, as it depends on the supply and demand
situation of a specific region, and supply-constrained regions are more vulnerable to spikes in
natural gas prices. For example in a region like New England, where natural gas shortages
drive up prices during the winter, DRIPE impacts would be important to quantify.

2.2.5 Non-Energy Benefits

Conservation measures often have additional benefits beyond energy savings, potentially
including improved comfort, health, convenience, aesthetics (National Action Plan for Energy
Efficiency, 2008) and carbon emission reductions. The appropriateness of inclusion of non-
energy benefits in the avoided costs typically would be based on policy decisions at the
provincial level.

2.2.6 Differentiated Customer Costs

While not a type of avoided cost on its own, it is important to note how the other cost categories
are typically broken down to account for different customer types. Costs are typically
established separately for residential, commercial, and industrial customers, since these sectors
can have different load profiles. Avoided costs can also be calculated separately for different
types of natural gas end-uses, as the load profiles for different types of equipment can also vary
significantly. End-uses will typically be grouped according to whether their gas demand is
relatively constant through-out the year (eg. non-heating loads) or if demand changes through-
out the year (eg. heating loads).

2.2.7 Seasonal Price Adjustments

As mentioned in several of the preceding sections, seasonal variations in natural gas use have
a large impact on delivered gas costs. In northern regions where gas is used as a heating fuel,
gas distributors need to have supply plans in place to meet the significant demand increases of
this winter peak demand. This uneven demand results in uneven capacity and distribution costs,
based on each individual gas distributor's supply arrangements. The variation in gas demand
throughout a year can be represented by a load curve.
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2.3 Comparison of Utility Avoided Gas Cost Practices Page 8 of 34

The components of avoided cost calculations used by the utilities considered in this literature
review are summarized in Exhibit 1. These five utilities are discussed in greater detail in the
following sub-sections.

Exhibit 1: Components Included by Various Utilities in Avoided Cost Calculations

Cost Component Connecticut | National Puget Sound Xcel NW
b Natural Gas Grid Energy Energy Natural

Commodities Yes Yes Yes Yes Yes
Differentiated Customers Yes Yes Yes - Yes
Seasonal Price Adjustments Yes Yes Yes - Yes
Capacity
(Pipeline and Storage) Yes Yes Yes Yes Yes
Transmission and
Distribution System Yes Yes Yes Yes Yes
Wholesale Market Price
Suppression Effects Yes' Yes - - -
(DRIPE)
Non-Energy Benefits - Yes - - Yes

2.3.1 Connecticut Natural Gas (Connecticut)

Natural gas DSM activities in Connecticut began with the 2007 passage of the Electric and
Energy Efficiency Act, requiring utilities to submit integrated resource plans (ACEEE, 2014).
This act requires resource needs to first be met through “all available energy efficiency
resources that are cost-effective, reliable and feasible” (ACEEE, 2014).

In Connecticut, the cost-effectiveness testing for natural gas conservation measures appears to
be simpler than for electrical conservation measures. This observation is based on the number
of components included in the avoided cost calculations outlined in the 2013 — 2015 Electric
and Natural Gas Conservation and Load Management Plan (Connecticut Natural Gas
Corporation, 2012), which was filed jointly by the Connecticut Natural Gas Corporation and
several other utilities. For example, the electrical cost-effectiveness tests factor in DRIPE
impacts that reduce wholesale electricity costs, but DRIPE impacts are not mentioned for
natural gas. Additionally, water, other fossil fuels, and maintenance cost savings are also
included in cost effectiveness tests for electrical measures.

The natural gas cost-effectiveness screening considers the avoided cost of natural gas, as well
as water savings for certain residential sector measures. This avoided cost of natural gas is
calculated based on monthly load shapes and includes both avoided fixed costs (cash pipeline
demand charges) and variable costs (gas commodity costs, cash pipeline usage charges and

! Regulatory documents make no mention of the inclusion of Natural Gas DRIPE, however these impacts
seem to be built into the numbers calculated by consultants.
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adjustments for fuel and losses in pipeline transportation and storage of gas) (Connecticg?ge9 of 34
Natural Gas Corporation, 2012).

The calculations described above to determine avoided cost of natural gas are conducted by
consultants and extracted by the utilities from the resulting regional avoided energy cost study.
Program administrators throughout the New England region join together in the Avoided Energy
Supply Costs (AESC) Study Group, which in turn sponsors a study to establish avoided costs
suitable for each of its members. This report is updated every other year, and the latest version
was completed in 2013 by Synapse Energy Economics, Inc. (Synapse Energy Economics Inc.,
2013b).

Components of these avoided calculations are expanded upon in Exhibit 2, based on the
methodology descriptions from the 2013 avoided cost report (Synapse Energy Economics Inc.,
2013b).

Exhibit 2: Details on Connecticut Natural Gas Avoided Cost Calculations

Cost

Connecticut Natural Gas Corporation
Component

The wholesale natural gas commodity prices used for the base case come from a
custom forecast developed by Synapse. The forecast uses annual Henry Hub natural
gas prices for short term projections. For the medium-term of the study period the
forecast is based on futures prices from NYMEX. A long-term forecast from the Energy
Information Administration (EIA) is used for the bulk of the study period, extrapolated for
the remaining years not covered by the EIA. The major difficulty cited by Synapse in
developing their Base Case forecast is selecting an appropriate long-term forecast and
determining what adjustments to this forecast are required. Synapse currently uses an
EIA forecast with three major adjustments (Synapse Energy Economics Inc., 2013).

Commodities

The marginal gas supply resource, for each of the load segments described below, is
determined by matching the available gas supply resources to the gas distributors’ firm
requirements to minimize the total avoidable gas supply cost. This optimization is done
annually through 2020 using a linear programming spreadsheet model.

Gas consumption is grouped into several categories, to account for differences in usage
and cost patterns. The first group is natural gas use by very large end users, which are
primarily electricity generating stations, but also include large users in other sectors.
The second group are retail customers in the residential, commercial, and industrial
(RC&I) sectors.

In this study, the variation in daily gas requirements over the course of a year is
described by a load duration curve. The residential, commercial, and industrial load
shapes are generated by dividing the annual gas requirement into six load segments
presented in Exhibit 3, with different costs calculated for each segment (level of peak).
DSM program impacts are correlated to the different load segments based on
breakdowns of the percentage of the end-use category’s annual consumption that is
consumed in each load segment. For example Connecticut's 3 different residential
avoided cost categories would each have their own load profiles. The residential non-
heating energy consumption is considered to be 100% in the ‘Annual Baseload’
segment, the residential heating consumption is distributed between the 5 non-baseload
segments, and the residential water heating is distributed between all 6 load segments.

Differentiated
Customers

Seasonal
Price
Adjustments

Exhibit 3: Natural Gas Demand Load Segments (Synapse Energy Economics Inc., 2013)
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The determination of avoidable capacity costs is performed by reviewing the most
recent integrated resource plans of each distributor under consideration. Current gas
supply resources were then classified into categories based on the different pipelines
and storage contracts, and the fixed and variable costs associated with each gas supply
category were identified. The cost of building new, incrementally priced gas
transmission capacity into the New England market was factored into the AESC 2013
avoided cost analysis by including three new gas supply resources in the list of options
available to distributors.

The Synapse avoided cost methodology accounts for the avoidable distribution costs
through what is referred to as the avoidable LDC margin, which is applicable from the
citygate to the burner tip. The change in cost of distribution incurred as demand for gas
increases or decreases is tracked separately for different load and customer types. For
seasonal loads more of the embedded cost is avoidable than for steady base loads, and
the avoidable costs are estimated as a percent of the embedded costs. In AESC 2013
the embedded cost is measures as the difference between the city-gate price of gas
and the price charged each of the different retail customer types.

Exhibit 4 is taken from the Synapse report on avoided costs for New England, and
shows the estimates used for avoided LDC margins in the categories that make up this
region. Avoided costs are later presented with and without this impact, as some LDCs
assume they will not avoid any distribution costs due to reductions in gas use from
efficiency measures. Note that these avoided cost results are driven by a National Grid
study on LDC marginal costs, which is the source of the percentages at the top of
Exhibit 4.

Exhibit 4: Estimated Avoidable LDC Margins (Synapse Energy Economics Inc., 2013)

Page 10 of 34
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Total LDC Retail Avoidable LDC Margin (a) (20138/MMBtu)
Margin & CG
Price (g) Non-heating
Type of End Use (20135/MMBtu) (High Load Heating (Low Al
Load Factor)
Factor)
Avoiclable Margin (percent) (b)
Residential 8.0% 21.0% 20.4%
Commercial & Industrial 15.0% 28.0% 24.0%
All Retail 22.0%
Southern New England (c)
Average City Gate Price 8.708]
Residential 7.466 060 1.57 1.52
Commercial & Industrial () 4.164 0.62 117 1.00
All Retall (f) 5.775) 1.27
Northern New England (d)
Average City Gate Price 9.977
Residential 6.324 0.51 1.33 1.29
Commercial & Industrial () 3.051 046 0.85 0.73
All Retall (f) 3.549) 0.78
Vermont
Average City Gate Price 9.616
Residential 7.782 062 1.63 1.59
Commercial & Industrial () 0.970 0.15 0.27 0.23
All Retall (f) 3.427] 0.75
(a) Average of Margins among states for 2007 - 2011 weighted by the delivered volumes in each state.
(o) Based on LDC marginal cost studies from National Grid (MA).
(c) Southern New England is Massachusetts, Connecticut, and Rhode Island.
(d) Northern New England is New Hampshire and Maine.
(e) An average of the margins weighted by the commercial and industrial use delivered volumes.
(f) An average of residential, commercial and industrial margins weighted by associated volumes.

Source: EIA website data sources

Built into consultant avoided cost projections.2

In addition to avoided natural gas costs associated with natural gas savings, certain
residential sector measures also save water. These measures are limited to the
residential sector and include low flow showerheads and aerators. The avoided water
savings is calculated and used for the Total Resource Cost test only. The value of water
savings is approximately 1.0 cents per gallon and was estimated using Tighe and Bond
water and sewer costs for Hartford.

Data in this table extracted and/or adapted from 2013 Synapse report (Synapse Energy
Economics Inc., 2013).

2.3.2 National Grid (Massachusetts)

National Grid is a large investor-owned utility with both electricity and natural gas distribution
operations in the Northeast United States. Here we will focus on National Grid’s gas distribution
operations in Massachusetts, where it operates though a number of subsidiaries, such as
Boston Gas and the Colonial Gas Company. Along with most of the investor owned utilities in
Massachusetts, National Grid's DSM efforts are coordinated though a collaborative program
called GasNetworks (ICF Consulting, 2005).

2 Regulatory documents make no mention of the inclusion of Natural Gas DRIPE, however they may
inadvertently be using consultant generated avoided costs which include these effects.
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Massachusetts is a leading state with a long, successful record of implementing enngfﬁe 12 0f34
efficiency programs for all customer sectors, and was ranked #1 in the State Scorecard Ranking

produced by the American Council for an Energy-Efficient Economy (ACEEE, 2014). The state’s

Green Communities Act requires gas utilities to make acquiring all cost-effective energy
efficiency a higher priority than using other resources, and the second round of 3-year plans

produced under this Act include the most ambitious energy savings targets in the U.S. (ACEEE,

2014).

Utilities in Massachusetts rely on cost effectiveness tests for which resource and non-resource
benefits are expected to be determined through EM&V and approved by the Department of
Public Utilities (ACEEE, 2014). For the non-resource avoided costs, the 2013-2015
Massachusetts statewide efficiency plan (Mass Save, 2012) relied upon non-energy benefit
estimates from a 2011 study (Tetra Tech, 2011).

National Grid is a member of the same AESC Study Group discussed for Connecticut Natural
Gas, so avoided energy gas costs are taken directly from the consultant report on this topic.
This avoided cost study is updated every other year, and is sponsored by all of the gas and
electric program administrators in New England because the markets for electricity and natural
gas are regional markets (National Grid, 2012). Components of these avoided calculations are
expanded upon in Exhibit 5.

Exhibit 5: Details on National Grid Avoided Cost Calculations

Cost Component

National Grid

Commodities

Differentiated Customers

Seasonal Price
Adjustments

Capacity (Pipeline and
Storage)

Transmission and
Distribution System

Wholesale Market Price
Suppression Effects
(DRIPE)

Non-Energy Benefits

Sources

Same methodology as for Connecticut, with Massachusetts specific inputs.
Same methodology as for Connecticut, with Massachusetts specific inputs.

Same methodology as for Connecticut, with Massachusetts specific inputs.
Same methodology as for Connecticut, with Massachusetts specific inputs.

Same methodology as for Connecticut, with Massachusetts specific inputs.

The DRIPE impacts used in this study were based on the EIA’s most recent
set of sensitivity analyses in the 2012 Annual Energy Outlook. Scenarios
that were considered to represent changing natural gas demand without
affecting the gas supply curve were assessed to establish the differences in
consumption and Henry Hub prices between the scenario and the
Reference Case in 2020. This relationship was found to be very linear, and
DRIPE percentages were based on this data.

Non-energy benefits for utilities and participants (equipment, comfort,
health & safety, etc.) are included.

Data in this table extracted and/or adapter from 2013 Synapse report
(Synapse Energy Economics Inc., 2013) and from another 2013 report by
Synapse (Synapse Energy Economics Inc., 2013b).
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Washington State’s private and public utilities have long records of offering customer energy
efficiency programs, supported by regional conservation organizations. It is part of the four-state
region served by the Bonneville Power Authority and the Northwest Power and Conservation
Council, and it incorporates energy efficiency as a resource for planning and investment
decisions. Utilities like Puget Sound Energy (PSE) are required to model energy efficiency as a
resource along with supply-side resources within their integrated resource plans, so that the
plan they identify has a “mix of energy supply resources and conservation that will meet current
and future needs at the lowest reasonable cost to the utility and its ratepayers.” (ACEEE, 2014)

The regulator for utilities in Washington has addressed the impact lower natural gas prices are
having on the cost-effectiveness of gas DSM portfolios. The regulator issued a policy statement
allowing natural gas utilities to request to use different cost effectiveness tests where there are
significant non-energy benefits that are known but unquantified, to avoid tests being biased
against conservation (ACEEE, 2014).

Components of these avoided calculations are expanded upon in Exhibit 6.

Exhibit 6: Details on Puget Sound Energy Avoided Cost Calculations

Cost Component Puget Sound Energy (PSE)

To calculate the weighted average annual market price over the next 20 years
PSE multiplied the estimated average monthly natural gas prices and the monthly
gas load shapes from its latest IRP. PSE then used an inflation rate of 2.5% to
estimate a weighted average annual market price of natural gas for an additional

Commaodities 10 years.
Along with the base commodity costs, PSE also factors in a pipeline re-
imbursement rate which covers the amount of fuel used by compressors to move
the natural gas. This reimbursement rate varies every 6 months, but is generally
in the 2-3% range.

Differentiated Avoided costs are calculated for six end-uses, which are representative of the

Customers measures offered through the energy efficiency programs.

Calculations of avoided costs account for changing energy savings and energy
costs through-out the year by using load factors. To calculate the percentage of
savings which occur during peak system periods, PSE estimates a load factor,
based on the average daily load divided by the load on the peak day. These were
calculated based on the IRP forecasts for gas sendouts. The inverse of that load
factor, which provides a percent of the average daily load which occurs on a peak
day, is multiplied by the average daily load to obtain peak demand savings.

PSE accounts for avoided capacity costs from peak demand reductions, as it
contracts external pipeline capacity to supply the peak demands it cannot meet
internally, and a smaller amount of capacity can be purchased for the following
year if peak demand is reduced. To calculate the avoided cost of pipeline demand
charges, PSE multiplies the yearly pipeline demand charge by the measure
savings which occur on peak. To calculate these peak savings, PSE uses
average end use loads and load factors, developed separately for weather
sensitive and non-weather sensitive end uses.

Seasonal Price
Adjustments

Capacity (Pipeline
and Storage)

PSE also accounts for an ‘avoided pipeline variable transportation charge’, which
represents the operation and maintenance costs on the pipeline. These costs are

10
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considered to only depend on the volume of gas, and do not change based%q\ge 14 of 34
peak periods or end-uses.

When peak demand increases, pipelines need to be reinforced to support the

additional flow of natural gas. PSE includes a ‘deferred distribution capacity cost’

to account for the value of deferring pipeline reinforcement costs through

efficiency measures. The reinforcement costs on a pipeline are calculated as a

one-time cost and the costs are simply postponed (not necessarily avoided), so

the yearly avoided costs of pipeline distribution capacity costs are represented as

an avoided payment, or the yearly value of a levelized cost.

Information in this table was adapted from a 2012 publication by the utility on their
avoided cost calculations (Puget Sound Energy, 2012).

(Colorado)

not included within the state commission’s definition of a supply-side
However, the commission does seem to be requiring utilities to include

approved DSM plans in their planning processes (ACEEE, 2014). There is also a house hill
requiring the public utilities to include the possible impacts of future greenhouse gas regulation

on electricity prices

when evaluating utility resource plans. While Xcel Energy’s DSM plan

mentioned the inclusion of carbon prices, it left their value set at $0 (Xcel Energy, 2013). Xcel
Energy uses a simple avoided cost methodology, as highlighted by the relatively brief contents
of Exhibit 7, which correspond to the few components listed in the methodology document.

Exhibit 7: Details on Xcel Energy Avoided Cost Calculations

Cost Component

Xcel Energy

Commodities

Xcel Energy’s gas price forecast is based on a market snapshot for short-
term prices and a quantitative average of projections from well-known
forecasting services for the long-term forecast prices. The source for this is
listed as ‘Public Service Gas Resource Planning’, and the forecast provides
$/Dth (dekatherm) values for the next 20 years.

Differentiated
Customers

Seasonal Price
Adjustments

Capacity (Pipeline and
Storage)

To estimate capacity savings Xcel Energy uses ‘Annual Avoided Reservation
Costs’, which represent the Peak Day gas savings and are estimated as 1%
of annual gas savings. For the 2014 to 2033 period the annual avoided
reservation cost was estimated to be $56.37/Dth, and was used to determine
the cost of service to transport incremental gas supplies to the metropolitan
Denver area. Xcel Energy uses the CIG firm transportation rate to estimate
this cost.

11
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Xcel Energy accounts for variable O&M costs avoided through a reductionp%ge 15 of 34
Transmission and gas usage based on a fixed value provided by the company’s Pricing and
Distribution System Planning department. For the 2014 to 2033 period this avoided O&M cost is
$0.05/Dth.

Wholesale Market Price
Suppression Effects

Non-Energy Benefits -

Information in this table was adapted from Xcel Energy’s 2014 Demand
Management Plan (Xcel Energy, 2013).

Sources

2.3.5 NW Natural (Oregon)

NW Natural is one of three natural gas suppliers in the state of Oregon (Oregon Department of
Energy, 2014). Oregon is considered a leading state for energy efficiency and as far back as
1989 has required its utilities to consider energy efficiency as a resource when developing
Integrated Resource Plans (ACEEE, 2014). Most DSM programs in the state are administered
by a nonprofit organization called the Energy Trust of Oregon (ETO), including those for NW
Natural (NW Natural, 2014). For energy efficiency purposes, NW Natural operates with a
business model that decouples rates from use-per-customer (ACEEE, 2014).

The 2014 reporting requirements laid out by the ETO for utilities in Oregon alter the cost-
effectiveness testing parameters such that they can account for many non-energy benefits
(ACEEE, 2014). While exceptions had already existed for certain measures such as ‘low
income’ programs, the new guidelines allow for exceptions to the cost-effectiveness requirements
if one of the following conditions is met (ACEEE, 2014) :

» Produce significant non-quantifiable non-energy benefits

= Wil lead to market transformation and reduced costs

= Are needed for consistency with other DSM programs in the region

= Will help to increase participation in a cost-effective program

= Cannot be changed frequently, and will be cost-effective during the period the program
is offered

= Areincluded in a pilot or research project

= Are required by law or are consistent with Commission policy or direction

Avoided cost components of these cost effectiveness calculations are expanded upon in Exhibit
8. NW Natural uses the SENDOUT® supply planning model to estimate avoided gas costs.

Exhibit 8: Details on NW Natural Avoided Cost Calculations

Cost Component NW Natural

NW Natural reviews several public and proprietary price forecasts to develop
gas price forecasts (Base Case, High Price, and Low Price) that represent
reasonable ranges of future prices for the basins from which the company
purchases gas supplies. This review also factors in price forecasts developed
by IHS CERA for NW Natural, which estimate the effects of different
combinations of potential regional pipelines and LNG export facilities.

NW Natural calculates avoided costs separately for 12 load centers (regions),
based on their specific usage patterns, weather, rates of customer growth,
resource availability, and location within the supply and distribution system.

Commodities

Differentiated
Customers

12
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Avoided costs are presented separately for each month, capturing higﬁ@lge 16 of 34

avoided costs in peak winter heating months. A customer forecast
Seasonal Price establishes how the customer base and associated peak demands change.
Adjustments While the planning process aims to meet a certain number of heating degree
day requirements, based on both average historical weather patterns and
exceptional emergency peaking events.

Capacity costs considered by NW Natural include gas storage carrying costs
for inventory and variable transmission costs. NW Natural's IRP model
guantifies current resources (gas supply contracts, pipeline transportation

Capacity (Pipeline and  contracts, storage resources, and other supply resources such as customers

Storage) with recallable/interruptible supply arrangements), as well as potential
changes in the existing resource portfolio (new capacity projects and
contracts up for renewal). These avoided costs will be dependent on how the
resource portfolio can be optimized.

NW Natural's avoided cost calculations include peak related on-system
transmission costs.

NW Natural's core system demand typically has a morning peaking period
between 7 and 8 am. The peak hour demand for these customers can be as
much as 50 percent greater than the hourly average of the daily demand.
Due to the importance of responding to hourly peaking in the distribution
system, NW Natural typically plans for distribution system capacity
requirements based on peak hour demand.

Transmission and

Distribution System This planning process requires forecasting local growth in design day peak

demand, determining potential distribution system constraints, analyzing
potential solutions, and assessing the costs of each potential solution. NW
Natural uses computer simulation modeling to assist with validating the need
for and timing of specific system expansion, reinforcement, or replacement
projects. Projects indicated by this modeling as being required in the
near-term (within one to two years) are highly likely to be built in order to
meet specified customer delivery requirements. However, projects indicated
as being required in the mid-term (three to five years) may potentially be
deferred as a result of adjustments to the level of forecasted growth and the
geographic location of new customers.

Wholesale Market Price
Suppression Effects

NW Natural's avoided costs include a 10% conservation adder to account for
the unquantifiable benefits of DSM, as suggested by the Northwest Power
and Conservation Council (NWPCC). Avoided costs for different scenarios
are calculated normally, and as a last step the avoided costs are increased
by an additional 10%.
Non-Energy Benefits

Additionally, NW Natural relies in part on some consultant studies to develop
their avoided cost commodity price scenarios. The Henry Hub natural gas
spot price forecasts in one such study have an embedded projected carbon
cost. As a result, the Base Case natural gas price forecast used by NW
Natural includes a carbon price beginning in 2021.

Information in this table was adapted from NW Natural's 2014 Integrated

sources Resource Plan (NW Natural, 2014) and their 2013 IRP (NW Natural, 2013).
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2.3.6 Ontario Energy Board Avoided Cost Requirements Page 17 of 34

An excerpt from the Ontario Energy Board's 2012-2014 DSM filing guidelines is presented
below (Ontario Energy Board, 2011). This document provides guidance to Union Gas on how
avoided costs are expected to be calculated.

Ontario Energy Board DSM Filing Guidelines for Natural Gas Avoided Costs
(DSM Framework EB-2008-0346)

6.2 Avoided Costs

As described earlier, assumptions relating to the societal benefit of not having to provide
an extra unit of supply of natural gas, or other resources (e.g., electricity, heating fuel oil,
propane or water) are referred to as “avoided costs”.

Avoided costs should be based on long-term estimates and include:

= Avoided supply-side costs, such as capital, operating and commodity costs.
o Commodity costs include those for natural gas and, if applicable, for other
resources such as electricity, water, heating fuel oil and propane.
= Avoided demand-side costs, such as the impact on customer equipment and
operating costs.
The following avoided upstream costs directly incurred by the natural gas utility:
storage costs, transportation tolls and demand charges.
o For simplicity, other avoided upstream costs (such as avoided costs of
upstream pipeline companies and natural gas producers) should be excluded
from the avoided cost calculations.

Each natural gas utility should calculate all avoided costs to reflect their specific cost
structure as well as the characteristics of their franchise area. In order to ensure
consistency, the natural gas utilities should use a common methodology to determine
their utility specific avoided costs. The natural gas utilities should also coordinate the
timing for selecting commaodity costs so that they are comparable.™

The estimation of natural gas avoided costs should consider whether different estimates
are warranted for each customer class, sector (e.g., residential, commercial, and
industrial), and/or the load characteristics (e.g., baseload versus weather sensitive).

In determining their utility specific avoided costs, the natural gas utilities should consider,
among other information available, the avoided costs used by the OPA to assess the cost
effectiveness of electricity CDM programs.*®

15 Commodity costs include those for natural gas and, if applicable, for other resources such as electricity, water, heating fuel oil and propane.
16 The avoided cost assumptions currently used by the OPA are provided in the OPA Conservation and Demand Management Cost Effectiveness Guide, dated
October 15, 2010.
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6.2.1 Updating of Avoided Costs

The natural gas utilities should submit avoided costs for approval as part of their multi-
year DSM plan, with the commodity costs to be updated annually (i.e., for natural gas
and, if applicable, for other resources such as electricity, water, heating fuel oil and
propane) but all other avoided costs (e.g., avoided distribution system costs such as
pipes, storage, etc.) to remain fixed for the duration of the plan. As avoided costs should
be based on long-term projections, it is expected that updating the remaining component
of the avoided costs (i.e., other than the commodity costs) on a multi-year cycle should
not cause benefits to be significantly under or overstated.

If an extension to the term of the plan is considered, as discussed in section 2, an
updating of all the avoided costs should also be considered.

6.2.2 Discount Rate
For the purpose of the TRC test, the total avoided costs resulting over the life of the
DSM measures need to be discounted to a present value. The natural gas utilities

should continue using a discount rate that is equal to their Board approved weighted
average cost of capital (“WACC").
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3) Review of Union Gas Avoided Cost Methodology Page 19 of 34

The ICF review of the Union Gas Avoided Cost Methodology was based on a review of the
Union Gas avoided cost methodology, discussions with Union Gas DSM staff, review of Union
Gas DSM reports filed with the OEB and review of the OEB guidelines on avoided costs. The
Ontario Energy Board Guidelines to the Ontario Natural Gas Distribution Companies with
respect to the avoided cost filings are shown in the text box starting on page 14 of this report.

3.1  Overview of Union Gas System

Union Gas Distribution delivers about 500 Bcf of natural gas to about 1.4 million residential,
commercial and industrial customers in more than 400 communities in Ontario (Union Gas
Limited, 2013).

The Union Gas distribution system is integrated with a major storage and transmission system
that serves in-franchise customers as well as markets outside of the Union Gas Distribution
service territory. The Union Gas storage and transmission assets include about 166 Bcf of
underground natural gas storage at the Dawn Hub, as well as the Dawn to Parkway
transmission system (“Dawn Parkway System”) which is a major natural gas transmission asset
that connects the Dawn Hub to consuming markets in Ontario, Quebec and the U.S. Northeast.

Exhibit 9: Union Gas Service Area (Union Gas Limited, 2013)
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The Union Gas system consists of two generally distinct distribution systems. Customers in {’ﬁ)@e 20 of 34

Southern Ontario region in the area from Windsor through Parkway account for about 75
percent of Union’s distribution system volumes. The gas supply for these customers is sourced
from a variety of locations, including the WCSB, the U.S. Gulf Coast, the U.S. Midcontinent and
Rocky Mountains, and the U.S. Appalachian Basin. Union also purchases a portion of the gas
supply needed to serve customers in the Southern end of their system at Dawn.

The remaining distribution customers are located in Northern Ontario and are served from the
TransCanada Ontario Mainline, primarily relying on natural gas purchased from Alberta.

Both systems rely on Union natural gas storage at Dawn to support peak period loads. The use
of storage allows Union to purchase gas on a year round basis in order to minimize gas
purchase costs and reduce the amount of pipeline capacity held to meet peak period demands.

The majority of Union South customers located east of Dawn rely on transmission capacity on
the Dawn Parkway System to meet distribution requirements. Union also uses its Dawn
Parkway System (and also TransCanada services from Parkway) to ship natural gas from Dawn
to Union North.

3.2 Union Gas Avoided Cost Methodology

Union Gas uses the SENDOUT® supply planning model to estimate avoided gas costs. The
SENDOUT® model is an industry standard natural gas supply portfolio model, and is widely
used in supply planning and avoided cost estimation throughout the natural gas industry.

The SENDOUT model as used by Union Gas calculates the incremental cost of serving natural
gas load, including, commodity costs, variable storage costs, including injection and withdrawal
costs, and storage fuel costs, and variable transmission pipeline costs, including fuel costs.

In the simplest of terms, Union uses the SENDOUT model to determine total gas supply costs
required to meet the Union Gas forecast of natural gas demand under two different demand
scenarios. The two demand scenarios include:

1) The Union Gas Base Case forecast of natural gas demand, which considers the impacts
of a portfolio of DSM programs.

2) A forecast of natural gas demand excluding the impacts of a portfolio of DSM programs.

Union then uses the difference in supply costs between the two scenarios to estimate avoided
gas supply costs.

Union runs different “No DSM” scenarios that change the portfolio of DSM programs removed
from the demand forecast in order to estimate avoided gas costs for DSM programs targeting
different types of load.

The difference between the total supply costs with and without the DSM program impacts are
used to calculate the total avoided cost associated with the change in demand caused be the
specific set of DSM programs being evaluated. For example, removing the impacts of a specific
set of DSM programs may increase demand by 50,000 10° M® and increase supply costs by
$10,000,000. In this case, the avoided cost would be $0.20 per M3,
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3.3 Components of Avoided Cost Considered in the Union Goige 21 of 34

SENDOUT Analysis
The key elements of avoided costs included in the SENDOUT analysis include:
¢ Natural Gas Commodity Prices
e Pipeline Capacity Requirements and Costs
e Seasonal Storage Requirements
Each of these components is described below:
3.3.1 Natural gas commodity prices

Commodity costs represent the largest component of the avoided cost for most natural gas
distribution companies, including Union Gas. Commodity costs differ based on the source of the
natural gas purchases that would be avoided by the impacts of the DSM program. The
commodity cost savings included in the Union Gas avoided costs are determined as part of the
SENDOUT model analysis.

Union uses a forecast of monthly commodity prices for each potential supply source as an input
to the SENDOUT model analysis. The SENDOUT model chooses the least cost mix of
commodity purchases, consistent with pipeline capacity constraints when determining the
optimal supply mix for each demand scenario. The reduction in demand associated with DSM
programs leads to a reduction in purchases of the most expensive source of incremental supply.
For the Union Northern Service territory, this is generally purchases at Empress. For the
Southern service territory, this is generally citygate purchases at Dawn.

3.3.2 Pipeline Capacity Requirements

The pipeline capacity held by Union Gas for each year of the DSM plan is determined by the
underlying contracted upstream transportation portfolio in place at the time of the creation of the
DSM avoided cost plan and is an input into the SENDOUT model analysis used to estimate
overall avoided costs.

Changes in the pipeline capacity portfolio consider the contract expiration schedule on existing
pipeline capacity contracts, costs of different supply options, and location of the DSM demand
impacts. Generally, the reduction in demand associated with DSM program impacts in the Union
North leads to a reduction in the amount of TransCanada Mainline capacity from Empress, while
reduction in demand associated with DSM program impacts in the Union southern service
territory does not lead to changes in the pipeline portfolio.

Union’s analysis of pipeline portfolio requirements currently leads to the conclusion that the
changes in demand in the Southern service territory associated with the DSM programs lead to
a reduction in citygate purchases at Dawn, rather than a reduction in pipeline capacity under
contract into the Union Gas System.

A full review of the Union Gas pipeline planning process was beyond the scope of this
engagement. However, we note that there likely would be no significant differences in the
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overall avoided cost estimate if the portfolio planning process determined that a changepﬁge 22 of 34
pipeline portfolio might be appropriate due to the impacts of the DSM programs. A reduction in

pipeline capacity into any supply market would lead to an increase in average commodity

prices, offsetting much of the cost savings associated with holding less pipeline capacity.

3.3.3 Seasonal Storage Requirements

Union Gas has 100 PJs of storage capacity owned by Union Gas and located in the Dawn area
reserved to serve in-franchise demand requirements. While baseload residential and
commercial DSM programs and industrial DSM programs will not impact the amount of storage
that needs to be held by Union to serve in-franchise load, the weather sensitive DSM programs
targeted at the residential and commercial sectors can have a relatively significant impact on the
required levels of storage capacity.

Based on current Union Gas load calculations, a DSM program targeting weather sensitive load
will reduce the need for storage capacity by about 3 GJ’s for every 10 GJ of demand reduction.

The current avoided cost calculations include an evaluation of the impact of the DSM programs
on the amount of Union Gas storage capacity required to meet the needs of Union system
customers. However, the value of the impact on storage requirements has not been added into
the storage requirements.

At an estimated storage cost of $0.19 per GJ (Union Gas Limited, 2013) each GJ reduction in
demand attributed to a weather sensitive DSM program would save $0.06 per GJ, or $0.0016
per M3. This represents about 0.7% of the total estimated avoided cost for a weather sensitive
DSM program.

3.4 Distribution System Costs

In most utilities, reductions in gas supply portfolio costs account for the significant majority of
costs avoided by the utility DSM programs. However, utilities may also be able to avoid
investments in new distribution facilities, and are likely to avoid some variable cost components
including fuel and gas losses associated with gas distribution activities due to DSM programs.

3.4.1 Avoidable Facility Costs

Facility costs are the capital and financing costs planned for future transmission and distribution
system expansion or reinforcement where demand is forecasted to grow over time beyond
current system capacity thresholds. These facility projects are associated with a specific
geographical part of the distribution system infrastructure, and, due to the transaction cost of
individual projects, typically include expansion beyond short-term demand increase
requirements to also account for longer-term system planning needs.

As a result, reductions in future facility costs can reasonably contribute to the overall Avoided
Cost calculation when these facility expansion or reinforcement projects can be delayed,
reduced in size (and therefore in overall capital cost), or eliminated entirely as a result of
planned DSM activities taking place in those areas affected by the facility project. To the degree
that they can be reasonably quantified, incremental operating and maintenance costs
associated with the capital improvement projects can also be included in this component of the
avoided costs.
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The literature review suggested that several utilities included in the review do include a
“deferred distribution capacity cost” in their avoided costs methodology, and that these costs are
determined based on the very specific and unique capital project requirements of the individual
utilities’ system and geographic load-growth forecasts.

At this time, Union Gas does not include the effects of deferred/reduced system capacity
projects in the avoided costs calculation methodology.

A detailed investigation of future capital projects and their potential avoidance or delay as a
result of DSM for the Union Gas system was beyond the scope of this study. Union has
informed ICF that these avoided costs will be explored through its IRP study.

We verified the literature to determine if a range could be determined for contribution of the
deferred capacity cost component to avoided cost based on the information available for other
utilities. Such a range was not readily apparent from the literature review.

3.4.2 Variable Distribution System Costs

The current Union Gas avoided cost calculation methodology does not consider any variable
costs within the distribution system. While we would expect the distribution system costs that
vary with volume to be relatively minor, natural gas variable distribution system costs typically
include distribution system fuel usage and gas losses, and other distribution system costs that
are considered to vary with volume.

In its 2013 rate filing, Union reported an unaccounted for gas percentage of 0.153% of in-
franchise system throughput (Union Gas Limited, 2013). While this represents a very small
percentage of total costs, it is an avoidable cost that is easily accounted for in the Avoided Cost
estimation process and ICF is recommending that it be included.

While there may be additional distribution system costs that would be avoided based on the
decline in volumes associated with the DSM programs, most of the variable distribution costs
are driven by the number of customers and miles of distribution system, rather than throughput,
hence would not be included in the avoided costs. Estimating these avoided costs with any
degree of precision would require a significant amount of effort and is beyond the scope of this
engagement. In ICF’s view, a more detailed assessment of these costs is not necessary.

3.5 Analysis Time Frame and Discount Rate

Union Gas extends the estimates of avoided costs for 30 years in order to capture the long term
impacts of the DSM programs. The first three years of the long term avoided cost estimate are
estimated using the analysis described above. For the remaining 27 years, Union currently
escalates the third year avoided cost estimates at the rate of inflation.

For each year throughout the 30 year impact time frame, Union provides a cumulative avoided
cost estimate for the program. The cumulative avoided costs for each program load segment
are estimated using a discount rate that is equal to the Board approved weighted average cost
of capital, consistent with OEB guidance.
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4) Review of DSM Program Impacts and Load Segments Page 24 of 34

Considered

Union Gas estimates avoided costs for three different types of DSM programs, differentiating
between customer type and targeted load segment. Avoided costs are also calculated
separately for Union’s Southern and Northern service territories, in the following three
categories:

1. Programs impacting residential and commercial baseload demand, including
programs targeting water heating and cooking applications.

2. Programs impacting residential and commercial weather sensitive demand, including
programs targeting space heating demand.

3. Programs impacting industrial baseload demand.

To assess the relationship between DSM Program Impacts and Load Segments, ICF compared
the net annual gas saving results from Union’s 2013 DSM programs, as presented in Exhibit 10.
This table first indicates the absolute savings and percentage of total annual DSM savings for
each program type. Also shown is the portion of annual DSM savings that are categorized as
weather sensitive (winter peak) and as baseload.

Exhibit 10: Comparison of Union Gas 2013 Annual Savings (Union Gas Limited, 2014)

Program 28013' ngray I;roor?i;ar:no? pea Period Sf\j\\//;r;?;er
avings (m") Total Savings Baseload Sensitive
Residential 3,162,690 2% 84% 16%
Low-Income 2,551,934 1% 5% 95%
Commercial 20,191,911 11% 27% 73%
Industrial 31,641,520 18% 99% 1%
Large Industrial 122,418,509 68% 100% 0%
Total 179,966,564 100% 90% 10%

Although results may vary from year to year, this table provides an understanding of the relative
importance of different load segments. This information shows that industrial programs make up
the majority of Union’s DSM savings, at nearly 86% of overall savings. The above table also
indicates that low-income programs typically have the highest proportion of weather sensitive
savings (HVAC measures), followed by commercial programs and residential programs. This
suggests that if weather sensitive avoided costs are significantly higher than baseload avoided
costs, low-income, commercial, and residential programs will stand to benefit most from a cost-
effectiveness point of view.

The key takeaway from Exhibit 10 is that Union’s DSM savings are mainly from industrial
projects, which are considered baseload savings. This suggests that peak demand periods may
be less of an issue for Union than many other gas distributors, whose portfolios may supply a
larger portion of residential and commercial customers.
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In addition to a lower proportion of weather sensitive savings (less savings during peak perio&)sa)‘(,ge 25 of 34
the difference between baseload and weather sensitive avoided costs seem relatively low for

Union Gas (peaks have less severe impacts). To illustrate this, a historical sample of Union’s

avoided costs is presented in Exhibit 11. This table has been modified to show the difference

between avoided costs in the baseload and weather sensitive categories.

Exhibit 11: Excerpt of Union Gas 2013 Avoided Costs

Gas Avoided Costs Difference Between
Residential and Commercial Weather Periods
Baseload ($/m’) Weather Sensitive ($/m3) (%)

Rate NPV Rate NPV Rate NPV

1 0.2050 0.2050 0.2029 0.2029 -1.0% -1.0%
2 0.2103 0.3999 0.2139 0.4011 1.7% 0.3%
3 0.2149 0.5845 0.2187 0.5890 1.8% 0.8%
4 0.2197 0.7594 0.2235 0.7669 1.7% 1.0%
5 0.2246 0.9251 0.2285 0.9355 1.7% 1.1%
6 0.2296 1.0821 0.2336 1.0952 1.7% 1.2%
7 0.2347 1.2308 0.2388 1.2465 1.7% 1.3%
8 0.2399 1.3717 0.2441 1.3898 1.7% 1.3%
9 0.2452 1.5051 0.2495 1.5256 1.7% 1.4%
10 0.2507 1.6316 0.2550 1.6542 1.7% 1.4%
11 0.2562 1.7514 0.2607 1.7761 1.7% 1.4%
12 0.2619 1.8648 0.2665 1.8916 1.7% 1.4%
13 0.2677 1.9723 0.2724 2.0009 1.7% 1.4%
14 0.2737 2.0742 0.2784 2.1045 1.7% 1.5%
15 0.2797 2.1707 0.2846 2.2027 1.7% 1.5%

While Union’s avoided cost tables normally include 30 lines, this table is enough to capture the
key trend: a difference of only 1.7% between baseload and weather sensitive avoided costs for
residential and commercial gas supply.® The key reasons for this are considered to be Union’s
extensive in-franchise storage capacity, as well their existing pipeline capacity, which is able to
meet all peak season requirements.

By contrast the 2013 avoided costs presented for Vermont in Exhibit 12, show a difference of
13.7% between avoided costs for heating and non-heating loads.* While conditions in Vermont
are likely quite different than those for Union, this difference reflects Union’s ratio being on the
low end of the spectrum.

Exhibit 12: Avoided Cost of Natural Gas Delivered to Retail Customers by End Use for Vermont (VT)
Assuming No Avoidable Retail Margin (2013$/MMBtu) (Synapse Energy Economics Inc., 2013)

% By the 30" year the differences have only changed slightly, at 1.7% and 1.6%.
* This study considers also considers water heating to be seasonal to a large degree, so this avoided cost
is not used for our comparison.
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RESIDENTIAL COMMERCIAL & INDUSTRIAL ALL

Non Hot Non RETAIL
Year Heating Water Heating All Heating Heating All END USES

2013 4.97 5.48 5.65 5.51 5.16 5.49 5.35 5.44
2014 5.06 5.57 5.73 5.60 5.25 5.57 5.43 552
2015 5.13 5.72 5.92 5.76 5.35 5.73 5.56 5.67
2016 5.19 5.79 5.99 5.83 5.41 5.80 5.63 5.74
2017 5.49 6.09 6.29 6.13 571 6.10 5.93 6.04
2018 523 5.77 5.95 5.81 5.43 5.78 5.63 573
2019 6.03 6.65 6.85 6.69 6.26 6.65 6.48 6.59
2020 6.31 6.91 7.10 6.94 6.53 6.91 6.74 6.85
2021 6.49 7.11 7.32 7.15 6.72 7.12 6.95 7.06
2022 6.75 7.36 7.56 7.40 6.98 7.36 7.19 7.30
2023 6.92 7.52 7.71 7.35 7.14 7.52 7.35 7.46
2024 7.06 7.68 7.88 7.72 7.29 7.68 7.51 7.62
2025 7.24 7.86 8.05 7.89 7.47 7.86 7.69 7.80
2026 7.41 8.02 8.22 8.06 7.64 8.03 7.86 797
2027 7.56 8.17 8.37 8.21 7.79 8.17 8.00 811

4.1 Load Segments in Union Gas Calculation Methodology

Union’s DSM avoided cost model relies on several custom inputs. One of these inputs outlines
the difference in monthly gas supply requirements between the DSM and no-DSM scenarios. To
develop the model inputs, Union’s DSM strategy and evaluation department provides total DSM
volumes and monthly DSM volumes (Union Gas Limited, 2014). These volumes are provided for
six different categories, which are compared in Exhibit 13.

Exhibit 13: Breakdown of Annual DSM Savings by Month and Program Type (Union Gas Limited, 2014)

Monthly Breakdown of DSM Savings
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Exhibit 13 highlights that space heating savings fluctuate significantly over the course of the
year, while water heating and industrial savings do not fluctuate significantly throughout the
year.

The load decrement used to generate the non-DSM scenario is based on anticipated monthly
DSM volumes adjusted to account for the percentage of industrial demand by month and the
percentage of system demand by month. This is used to estimate storage requirements and
peak days, which in turn will be input into the avoided cost model. Given the availability of Union
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Gas storage, the differences in avoided costs that would result from changes in I&?&e 27 of 34
decrements would have only minor impacts on the resulting avoided costs, and no additional
assessment of the load decrements was considered necessary or useful.

4.2 Categorization of Union Gas Avoided Costs

The three categories outlined at the beginning of this section are considered to be sufficient for
Union’s current purposes.

ICF does not see the value in creating new categories of avoided costs simply for the sake of
matching other utilities, for example by separating residential and commercial savings. In other
words, Union’s calculation methodology assumes that one m® of natural gas heating reduction
for residential customers has the same cost impact as one for commercial customers. All DSM
measures in Union’s portfolio are labeled as either baseload, weather sensitive, or industrial
baseload, so that they correspond with one of the three categories from this analysis.
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5) Recommendations for Union Gas Avoided Cost Page 28 0

Methodology

Estimating avoided costs requires a judgment call balancing the complexity of the analysis and
the precision of the results. At one end of the spectrum, some utilities simply use the natural gas
commodity price forecast as a proxy for avoided costs, potentially including a small adder to
account for other avoidable costs. At the other end of the spectrum, utilities have conducted
detailed line by line audits of their cost of service to allocate costs between avoidable and non-
avoidable costs.

In ICF’s experience, the more detailed approaches to avoided cost estimation do not generally
result in a significant improvement in the avoided cost estimation, and any changes in reported
avoided costs remain within the margin of forecasting error for DSM program impacts and for
the critical components of avoided cost including commodity costs. More detailed approaches
are appropriate in capacity constrained markets where avoided gas cost savings might include
significant reductions in facilities investments.

Based on our review of the Union Gas avoided cost calculation, we conclude that the level of
complexity undertaken by Union Gas in their avoided cost methodology is appropriate for its
market. Hence, ICF recommends a continuation of the basic approach to estimating avoided
costs. The combined SENDOUT/supply planning approach currently used by Union Gas to
estimate most of the components of avoided cost represents a reasonable balance between
complexity and accuracy.

However, we make two major recommendations with respect to the implementation of avoided
costs.

1) The most significant recommendation is with respect to commodity price escalation rates
beyond the initial DSM plan period, which should be revised to reflect a more
representative long term natural gas commodity price forecast.

2) In addition, the current methodology ignores certain types of costs that we believe would
be avoided and should be included in the avoided cost estimates. These include storage
capacity costs, avoidable facility investments, including investments in the Dawn-
Parkway system used for in-franchise customer service, and reduction in fuel use and
gas losses associated with the reduction in demand ascribed to the DSM programs.
When considered individually, the avoidable costs per M3 from each of these
components may be considered de minimus. However, in aggregate, these components
add up to a sufficient cost to be worth including in the avoided cost analysis.

Each of these areas is described in more detail below.

5.1 Long Term Commodity Price Forecast

After the first three years of the analysis, the current avoided cost methodology inflates natural
gas commodity prices at the rate of inflation, rather than based on realistic expectations
concerning future natural gas prices. As a result, Union is using a forecast of natural gas
commodity prices that is flat in real terms for 27 of the 30 years of the avoided cost estimates.
While using a forecast of gas commodity prices increases uncertainty into the analysis, the
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current market consensus is that commodity prices will rise at a rate somewhat faster tt?e?rge 29 of 34
inflation for the foreseeable future. Hence the current constant price approach to estimating
commodity prices tends to be lower than conventional market wisdom would suggest.

ICF recommends the incorporation of a long term market forecast for natural gas commodity
prices into the escalation rate used to extend the avoided cost estimates for the final 27 years of
program impacts. The impact of escalating commodity prices will depend on the life of the
program impacts, and on the specific long term price forecast used. However, using an
escalation factor based on ICF’'s base case forecast of Dawn prices for the Southern section of
the Union Gas service territory, and AECO prices for the Northern section of the Union Gas
service territory, instead of the constant price escalation used in the current methodology would
increase the magnitude of avoided costs associated with a DSM program .

5.2 Facility, Storage, and In-Franchise Fuel Loss Costs

The current Union Gas avoided cost methodology does not explicitly include estimates for
avoidable facility, storage costs, and in-franchise fuel losses. While the costs of these elements
individually are minor, in aggregate they are sufficient to warrant inclusion in the avoided cost
estimates.

Each of these cost elements are described below:

1) Avoided Facility Costs: The current avoided cost estimates do not address potential
avoided facility costs within the Union Gas service territory. A comprehensive evaluation
of avoided facilities costs is beyond the scope of this engagement. However, ICF would
recommend consideration of including an estimate of facility cost savings to be
determined by Union Gas after further review. Union will be examining this as part of the
IRP study.

2) Avoided Storage Costs: The current avoided cost calculations include an evaluation of
the impact of the DSM programs on the amount of Union Gas storage capacity required
to meet the needs of Union system customers. The value of the impact on storage
requirements has not been added into the storage requirements. Avoided storage costs
are applicable only to DSM programs impacting weather sensitive loads. Baseload
impacts will have no noticeable impact on storage capacity requirements.

Based on current Union Gas load calculations, a DSM program targeting weather
sensitive load will reduce the need for storage capacity by about 3 GJ’s for every 10 GJ
of demand reduction. At a storage cost of $0.19 per GJ, each GJ reduction in demand
attrilsouted to a weather sensitive DSM program would save $0.06 per GJ, or $0.0016 per
M3.

3) Fuel Use and Losses: The current Union Gas avoided cost methodology does not
account for fuel use and losses inside of the Union Gas system. Based on a review of
Union Gas cost of service (Union Gas Limited, 2013), these losses typically account for
about 0.153 percent of the total natural gas throughput on the system, or less than $0.01

® Based on Union Gas storage impact assessment provided to ICF as part of our review of the existing
avoided cost calculation.
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per GJ. While the impact on avoided costs of this component is negligible, the costs };pege 30 of 34

conceptually relevant, easily estimated, and should be included in the avoided cost
calculations.

ICF recommends that the DSM program impact estimates used in the SENDOUT model
be increased by the estimate of the in-system fuel use and loss when determining the
change in supply costs used to determine avoided costs.

5.3  Other Potential Changes to Avoided Cost Calculations

In our review of the avoided cost methodologies in other jurisdictions, ICF identified several
categories where other utilities considered in their estimates of avoided costs, but are beyond
the scope of the existing OEB mandate on avoided costs. These factors are included in other
utilities’ avoided costs for a variety of reasons, not all of which apply to Union Gas. ICF is not
recommending the inclusion of these factors in the Union Gas avoided cost.

5.3.1 Commodity Price Reduction (DRIPE)

In New England, natural gas utility avoided costs often include a significant cost component
associated with a decrease in the regional price of natural gas resulting from the decline in
demand attributed to the DSM programs. This component of avoided cost is particularly relevant
in markets that are capacity constrained and subject to large increases in gas prices during high
demand periods. In these regions, the reduction in demand associated with DSM programs can
be a significant percentage of the regional market, and can lead to avoidance or delay of major
new infrastructure projects, leading to significant savings. In New England, estimates of 2014
natural gas DRIPE benefits for avoided costs range from $0.039/MMBtu in Connecticut to
$0.003/MMBtu in Vermont (Synapse Energy Economics Inc., 2013).

However, the magnitude of the commodity price reduction in New England is due to the
relatively small size of the market and the degree of the infrastructure restraints into the market.
Due to the general integration of the Dawn Market with the broader North American markets,
the reduction in demand associated with DSM programs in the Union Gas service territory is not
expected to have a significant impact on regional natural gas prices.

5.3.2 Non-Energy Benefits

Conservation measures can have additional benefits beyond energy savings, potentially
including improved comfort, health, convenience, aesthetics (National Action Plan for Energy
Efficiency, 2008), and carbon emission reductions. The appropriateness of inclusion of non-
energy benefits in the avoided costs typically would be based on policy decisions at the
provincial level.
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6) Impact of ICF Recommendations on Union Gas Avoided™®>'°

Cost Estimates

Based on our review of the Union Gas avoided cost methodology, ICF is not recommending any
major changes to the current Union Gas approach. The SENDOUT based modeling approach
provides an appropriate analytical base for the process, without overly complicating the
analysis. The degree of program and load disaggregation is reasonable given the Union Gas
system and the targeting of the DSM programs.

The time frame of the analysis is appropriate given OEB guidance and the structure of the
Union Gas DSM planning process. Detailed estimate of avoided cost for each year of the DSM
plan, with annual values projected out 30 years to account for long term DSM program savings
impacts represents a reasonable balance between complexity and precision.

However, as noted in our recommendations, ICF suggests several refinements to the
calculation of avoided costs. These include:

e Incorporating a long term commodity price forecast into the avoided cost estimates
beyond the final year of the DSM plan.

e Accounting for avoidable storage costs.
e Accounting for avoidable fuel losses.
e Accounting for avoided facility infrastructure costs.

Of these four adjustments, the most important in terms of the impact on the avoided cost
estimates is the incorporation of a long term commodity price forecast.

For illustrative purposes, ICF has calculated the impact of these factors on the Union Gas
Avoided Costs, with the exception of avoided facility infrastructure costs®. We started with the
Union Avoided Costs for weather sensitive load based on 2013 Union Gas program results. To
determine the impact of using a long term gas price forecast on Union avoided costs, we used
the ICF Base Case North American natural gas price forecast from the October 2014 edition of
the ICF Strategic. We weighted the forecast to account for 80 percent of commodity purchases
at the Dawn Citygate, with the remaining 20 percent based on an AECO price to reflect the
supply sources for the Southern and Northern sections of the Union Gas system.

Incorporation of the ICF forecast increases the 30 year discounted avoided cost estimate from
$3.18 per cubic meter to $4.03 per cubic meter. The remaining two adjustments (avoidable
storage costs and avoidable fuel losses) have only a modest impact on the 30 year discounted
avoided cost estimate. Combined, these two components of avoided cost increase the 30-year
discounted avoided cost from $4.03 per cubic meter to $4.05 per cubic meter.

® Avoided facility infrastructure costs were not included because a proxy suitable for estimating these
avoided costs for Union was not found. Union will establish theses costs as part of the IRP process.
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Exhibit 14: Impact of Recommended Changes on Annual Avoided Costs
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Exhibit 15: Impact of Recommended Changes on Discounted Lifetime Avoided Costs
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1. Comparison of TEC (2012-2014) to proposed EAF (2015-2020)

Name Technical Evaluation Committee (TEC) Evaluation Advisory Forum (EAF)
Timeframe 2012 - 2014 2015 - 2020
Structure e  Multi-Stakeholder committee consisting e Multi-Stakeholder forum consisting of:

of:

0 Union

o Enbridge

o 3 Intervenors

0 2 Independent members

0 Board representative

o Union

o Enbridge

O 2 Intervenors

0 3 Independent members

Meeting Chair

Utilities (rotate monthly)

Board representative

Term of
Independent /
Intervenor Reps

One year with an opportunity for
reappointment. The goal is to achieve
continuity in the longer term.

One year with an opportunity for reappointment. The goal is
to achieve continuity in the longer term.

Meeting Frequency

Monthly

Monthly

Consensus

Consensus is reached when all parties can
sign on to a recommendation or position as
in a settlement agreement to a Board
proceeding.

Where consensus is not reached, parties
may file their separate positions with the
Board.

Consensus is reached when all parties can sign on to a
recommendation or position as in a settlement agreement to
a Board proceeding.

Where consensus is not reached within 2 EAF Meetings, the
Board Representative will determine and put into action the
process for obtaining a Board decision and resolution.

Proposed Non-Consensus EAF Resolution Process:

Board representative coordinates the process (outlines
administrative requirements and timelines).

All EAF representatives can write submissions to the Board
as part of the process coordinated by the Board
Representative.

The Intervenor representatives’ submission is on behalf of
the DSM Consultative.

Board issues final decision to the EAF.

Accountabilities

Make recommendations to the Board on
the annual Technical Reference Manual
(“TRM”) Update.

Produce and maintain a prioritized annual
work list (by consensus).

Establish evaluation priorities and specify
future evaluation studies.

Review and reach consensus on the design
and implementation of evaluation studies.

Make recommendations to the Board on the annual
Technical Reference Manual (“TRM”) Update.

Produce and maintain a prioritized annual Impact Evaluation
work list (by consensus).

Establish Impact Evaluation priorities and specify future
Impact Evaluation.

Review and reach consensus on the design and
implementation of Impact Evaluation studies.

Input into Impact
Evaluation Scope/
Methodology

All committee members will have input
into the scope and design of Impact
Evaluation studies. In the case of non-
consensus, the resolution process is not
clear.

All forum members will have input into the scope and
design of Impact Evaluation studies. In the case of non-
consensus, the proposed Non-Consensus EAF Resolution
Process will be followed.

Communication
with DSM
Consultative

Report back to the Intervenor members of
the larger DSM Consultative in such
manner as the Intervenors determine.

Intervenor members are accountable for representing the
DSM Consultative as a whole, and ensuring the perspective
of all Consultative members is brought to the attention of
the EAF as required throughout the evaluation process.
Report back to the Intervenor members of the DSM
Consultative in such manner as the Intervenors determine
effective and appropriate.




Filed: 2015-04-01
EB-2015-0029
Exhibit A

Tab 2

Appendix D

Page 3 of 22

2. Comparison of Audit Committee (2012-2014) to proposal for 2015-2020

Name Audit Committee (AC)
Timeframe 2012 -2014 2015 - 2020
Structure Multi-Stakeholder committee consisting of: Multi-Stakeholder committee consisting of:
e Auditor e  Board representative
e Union e Auditor
e  3Intervenors e Union
L]

3 Intervenors

Meeting Chair

Union Gas

Board Representative

Term of Intervenor
Members

e Intervenor members appointed for each
year’s audit process and eligible for
reappointment for successive audits.

e In the event that a member must resign,
the same process will be used to
nominate and appoint a replacement.

Intervenor members appointed for each year’s
audit process and eligible for reappointment for
successive audits.

In the event that a member must resign, the same
process will be used to nominate and appoint a
replacement.

Meeting Frequency

Approximately 10-12 meetings

Approximately 10-12 meetings

Consensus

e  The AC will endeavour to reach
consensus on recommendations
concerning the Union’s claims regarding
DSM annual results. Where consensus is
not reached, the Committee will outline
areas of disagreement in the AC’s Report
to the Board.

The AC will endeavour to reach consensus on
recommendations concerning the Union’s claims
regarding DSM annual results. Where consensus
is not reached, the Committee will outline areas
of disagreement in the AC Final Summary Report
to the Board.

Accountabilities

e  Selection of the independent auditor to
audit the DSM Annual Report;

e  Review and input on Draft and Final
CPSV Reports;

e  Review and input on Draft and Final
Auditor Reports;

e  Filing of the AC Final Summary Report
with the Board;

Advise the Board on the selection of the
independent auditor to audit the DSM Annual
Report;

Advise the Auditor on the selection of the
Custom Project Savings Verification (“CPSV”)
firms;

Review and input on Draft and Final CPSV
Reports;

Review and input on Draft and Final Auditor
Reports;

Filing of the AC Final Summary Report with the
Board;

Communication with
DSM Consultative

e  Represent the larger DSM Consultative’s
comments arising out of the Draft Annual
Report and bring forth any
issues/concerns expressed.

Intervenor members are accountable for
representing the DSM Consultative as a whole on
comments arising out of the Draft DSM Annual
Report, and ensuring the perspective of DSM
Consultative members is brought to the attention
of the AC as required throughout the audit
process.

Report back to the Intervenor members of the
DSM Consultative in such manner the
Intervenors determine effective and appropriate.
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3. Proposed Draft Stakeholder Terms of Reference

PROPOSED DRAFT TERMS OF REFERENCE
ON STAKEHOLDER ENGAGEMENT

2015 - 2020
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1. Introduction & Background

I. Purpose of the Stakeholder Engagement Process

Stakeholder engagement in Natural Gas Demand Side Management (“DSM”) addresses the
needs of the Intervenors that represent ratepayer and environmental groups, the utilities, their
customers, and the Ontario Energy Board (the “Board”). For ratepayer and environmental
groups, Stakeholder engagement provides insights into the activities of the natural gas utilities
and an opportunity to provide input and participate in the direction of certain of those activities.
This instills confidence in the audit and evaluation processes, including the accuracy of reporting
and the calculation of the DSM Variance Account (“DSMVA?”), Lost Revenue Adjustment
Mechanism (“LRAM?”), and utility incentives. It also provides confidence that program results
are calculated using sound assumptions based on best available information. For the utilities and
their customers, as well as Stakeholders, the collateral benefits of Stakeholder engagement
include the development and enhancement of utility DSM programs. For the Board and utilities,
Stakeholder engagement results in reduced regulatory burden and reassurance that the utilities
continue to deliver successful and cost effective DSM programs.

ii. Definitions

For the purposes of these Terms of Reference the following definitions apply:
Intervenors: Organizations and their representatives who were participants in the
Board’s EB-2014-0134 consultation on the December 22, 2014 DSM Framework and

Guidelines (“Framework” and “Guidelines”) or who have been granted Intervenor status
by the Board in any subsequent DSM proceeding.

DSM Consultative: Consists of representatives of Union and the group of Intervenors and
Stakeholders who have agreed to participate on the Union’s DSM Consultative.

Stakeholders: Groups or individuals who have an interest in Ontario DSM matters,
including Intervenors. Other Stakeholders who are not Intervenors may be customers,
trade allies, delivery agents, experts and others.

iii. Objective of Terms of Reference

The purpose of the Stakeholder Terms of Reference is to clarify and define the roles and
responsibilities of Intervenors, other Stakeholders, Union, and the Board with respect to
participating in the DSM Stakeholder engagement processes proposed in this document. These
include processes relating to program design, DSM measure input assumptions, Impact
Evaluation studies, and the audit of DSM program annual results. These Terms of Reference and
the consensus approach outlined herein are expected to lead to greater objectivity on DSM
technical standards and improved efficiency and effectiveness of Stakeholder engagement
through the period of the 2015 - 2020 Multi-Year Plans of Enbridge and Union.



O©oo~NO Ol W N -

37

Filed: 2015-04-01
EB-2015-0029
Exhibit A

Tab 2

Appendix D

Page 6 of 22

v, Background to Terms of Reference

As noted in Section 14.0 of the Framework, the Board’s role will be increased in the 2015 — 2020
Plan period, primarily with respect to oversight related to the evaluation and audit process in
addition to annual updates to the input assumptions list. The Board continues to see the direct
involvement of all key Stakeholders, notably the gas utilities and Intervenors with the required
expertise. Union has developed a Proposed Draft Terms of Reference for Stakeholder
Engagement in order to illustrate the evolution of the evaluation and audit processes. Union is
submitting the Proposed Draft Terms of Reference to the Board as part of its DSM Plan for
2015-2020.

In developing the Proposed Draft Terms of Reference for 2015 - 2020, Union used the existing
Stakeholder Terms of Reference as the basis for development. The existing Terms of Reference
was developed in consultation with Intervenors. Ultilities held several negotiation sessions, first
with an Intervenor nominated Working Group followed by two days of negotiation sessions with
the broader DSM Consultative members.

In addition to two plenary DSM Consultative meetings each year, the Terms of Reference
provide for collaborative involvement between utilities and Stakeholders in:
Development and update of input assumptions;

Impact Evaluation priorities;

Impact Evaluation methodology/scope and execution on projects;

The Audit of DSM annual results; and

Development of new program ideas.

2. Models for Intervenor and Stakeholder Engagement in Union’s DSM Activities

The model proposed through this Terms of Reference document involves:

e A minimum of two plenary DSM Consultative meetings each year;

e An Evaluation Advisory Forum (“EAF”) chaired by a Board representative, and a
Technical Reference Manual (“TRM”) to document measure assumptions;

e An Audit Committee (“AC”) specific to Union chaired by a Board representative;

e Separate consultation in relation to Low Income Programs with Intervenors and
Stakeholders; and

e Provision for other consultation initiatives relating to program ideas for other program

types.

The proposed model offers several benefits:
e The division of functions will streamline both the process to update input assumptions
and the audit process.
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e The primary responsibility for critical review of Impact Evaluation studies and input
assumptions will rest with the EAF, thus streamlining the DSM audit process.

e The EAF will establish a common natural gas DSM evaluation forum that will facilitate
collaboration on Impact Evaluation studies, and harmonization of DSM programs across
Union and Enbridge.

e The development of a common TRM represents best practice in DSM administration.

e The audit process will provide sufficient opportunity for input, and the transparency
required to instill confidence in the accuracy of audited results.

In addition, the proposed models align with the two Board processes of
e Disposition of DSM Deferral Accounts; and
e Annual filing of Updated Input Assumptions.

3. Principles for Intervenor and Stakeholder Engagement for Union
The following principles will guide Intervenor and Stakeholder engagement activities.

Roles and Accountability

Union is responsible and accountable to the Board for all its DSM activities. The Board is
responsible for approving DSM programs and related matters.

General

e Stakeholder engagement activities are undertaken to inform all parties on DSM program
activities, to obtain each party’s perspectives on Union’s proposed program activities,
and to establish alignment among parties on Union’s annual results.

e Intervenors and Union, when involved in Stakeholder engagement processes should work
in a constructive manner to improve the design, development and implementation of
DSM programs in a timely fashion.

e Union, Intervenors, and the Board will ensure that representatives of the AC and EAF
have timely and complete access to all information necessary to carry out their functions.

e All processes that involve Impact Evaluation studies, input assumptions, or audit of
results shall be characterized by independence and transparency.
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Consensus

Unless otherwise stated, achievement of consensus is an objective but not a requirement
of the audit and evaluation processes outlined in this Terms of Reference.

Consensus is reached when all parties (minus the Board representative as Chair) can sign
on to a recommendation or position as in a settlement agreement to a Board proceeding.

0 Where consensus is not reached within two EAF Meetings, the Board
Representative will determine and put into action the process for obtaining a
Board decision and resolution.

0 Non-Consensus EAF Resolution Process:

= Board Representative coordinates the process (outlines administrative
requirements and timelines).

= All EAF representatives can write submissions to the Board as part of the
process coordinated by the Board Representative.

= The Intervenor representatives’ submission is on behalf of the DSM
Consultative.

= Board issues final decision to the EAF.

Conduct of Representatives on AC and EAF

At the beginning of the 2015 to 2020 plan period, the AC and EAF will separately
establish a set of business conduct rules that will be used as guidance to ensure
constructive operation and execution on deliverables. For example the business conduct
rules could cover items such as meeting participation or providing substitute participants,
providing documentation with appropriate lead times, and participation in a constructive
manner to support positive outcomes. Annually, the AC and EAF will respectively
assess the reasonableness of the business conduct rules and make adjustments where
applicable.

AC and EAF Meetings

In order to meet Board deadlines or defined work schedules, where scheduling does not
permit full attendance at AC or EAF meetings, the AC and EAF will convene meetings
based on quorum, where quorum is defined for the AC as the Board representative, Union
plus one Intervenor and for the EAF as the Board representative, two utilities, one
Intervenor and two independent representatives. For the purposes of achieving a quorum,
participation by conference call, video link, or other electronic format is acceptable.



O©oOoO~NOO O WD

Filed: 2015-04-01
EB-2015-0029
Exhibit A

Tab 2

Appendix D

Page 9 of 22

Confidentiality

e Non-disclosure agreements must be signed by representatives when dealing with draft
reports and study working documents and other documents as referenced by the AC and
EAF (refer to Attachment A to the Stakeholder Terms of Reference below).

e If any confidential information could potentially give the recipient an unfair business
advantage in competing for work from the utilities, the utilities will “flag” such concerns
in advance of providing the information and the potential recipient will have to choose to
either: (1) not review the confidential information and remove himself / herself from the
portion of the engagement process related to the confidential item; or (2) accept and
review the confidential information but commit to not pursuing the work opportunity.

Conflict of Interest

e In the case of a conflict of interest arising, it is the participant’s responsibility to declare
the conflict to the AC or EAF as early as possible.

4. DSM Consultative Meetings
Union will hold a minimum of two plenary meetings of its DSM Consultative in each calendar
year and all Intervenor participants in the Board’s consultation on the development of the
Framework and the most recent or current DSM proceeding will be invited to the DSM
Consultative meetings.
The subject of the meetings may include:

e Reviewing annual DSM results;

e Selecting any subcommittee that may be part of the processes described in this

Agreement (the EAF and the two ACs); and

e Providing advice on the development and operation of the Union’s DSM Plan as well as
on the design and development of new programs.

5. Evaluation Advisory Forum Terms of Reference

There will be one EAF for both natural gas utilities which will act as an independent body.

i. Goal

The goal of the EAF is to advise the Board and natural gas utilities in Ontario on DSM
evaluation standards and protocols that are best practice, consistent and reliable. The EAF will
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serve as a key advisor and play a critical role in encouraging communication and Stakeholder
engagement by creating a forum where representatives can discuss evaluation projects and
deliver results.

ii. Scope of Work

e The EAF will make recommendations to the Board on the annual TRM Update.
e The EAF has accountability to:

0 Produce and maintain a prioritized annual Impact Evaluation work list (by
CONSeNsus)

o0 Establish Impact Evaluation priorities and specify future Impact Evaluation
studies to be undertaken — execution of all work defined by the EAF is subject to
the utilities’ resource constraints (such as funding, personnel resources, time
limitations); and

0 Review and reach consensus on the design and implementation of Impact
Evaluation studies to be carried out including determination of whether the work
is done by utility staff or third party evaluation consultants.

iii. Composition and Selection
The EAF shall consist of eight representatives:

e Board representative as Chair, self selected by the Board.

e Two Intervenor representatives selected by Intervenors in accordance with the following
process:

1. Members of the DSM Consultative nominate individuals to stand on the EAF;

2. Each member of the DSM Consultative votes for the two members they would
like on the EAF,;

3. The members with the highest number of votes are selected to the EAF;

4. Intervenors selected may also sit on the AC for continuity;

e Two utility representatives - one from Union and one from Enbridge, self selected by
each utility. (Other representatives from the utilities may attend EAF meetings but are not
voting representatives); and

e Three independent representatives with evaluation and/or technical expertise, selected
from the public, to add independence and objective perspective to the EAF. Selection is
by consensus among utility and Intervenor representatives or no one is appointed
and the forum does not become established until a consensus is achieved.

The structure of the EAF is to be similar to a corporate Board of Directors which has
representation from shareholders, management, and independent members.
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The independent representatives are expected to provide professional expertise in relation to
evaluation and to the development of input assumptions, encompassing experience in residential,
low income, commercial and industrial applications such as energy efficiency in low rise
buildings, commercial buildings, industrial processes, market transformation, and so on.

iv.

Term

For the first year of the EAF, independent representatives and Intervenor representatives will be
appointed for one year with an opportunity for reappointment. The goal is to achieve continuity
in the longer term.

V.

Vi.

Process

It is anticipated that approximately twelve monthly meetings (half to a full day each) will
be held annually.

Any member may call for a meeting on reasonable notice and bring items forward for
discussion by the EAF. The Board representative shall be responsible for scheduling
meetings.

Regarding confidentiality: EAF representatives will be expected to review Final
Evaluation Reports and to review draft reports and other study work products as
determined by the Forum’s workplan. Regarding evaluation studies, Final Reports will
not be considered confidential unless necessary to prevent disclosure of sensitive
customer data (including data that could be potentially linked to individual customers
even if the customers’ names are redacted). Draft reports and study work products will
initially be considered confidential unless otherwise determined by the Board in a
proceeding and will be available on signing the Declaration and Undertaking attached as
Attachment A.

The EAF will endeavour to reach consensus on its recommendations. Where consensus is
not reached within two EAF Meetings, the Board representative will determine and put
into action the process for obtaining a Board decision and resolution, as outlined in
Section 3 above.

The Board representative determines who will Project Manage Impact Evaluation studies
prioritized by the EAF.

Outputs / Deliverables

Technical Reference Manual

The TRM will be common to both Union and Enbridge and will document efficiency
measure savings assumptions (and/or formulae) and all other assumptions (other than
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avoided costs) necessary for cost-effectiveness screening and program metrics. Input
assumptions and formulae may be unique for each utility.

e The TRM may also include such other reference material as the EAF deems appropriate.

e The EAF will produce an annual Update to the TRM for the two utilities to file with the
Board as per the Guidelines. This submission may be on a consensus or non-consensus
basis.

e The EAF will also provide consensus recommendations to the Board throughout the year
regarding TRM updates (e.g. new program input assumptions, free ridership rates).

vii.  Timing and Interface with the Audit

In accordance with Section 8.0 of the Guidelines, the Board will coordinate the process to
annually update the input assumptions during the 2015-2020 Plan timeframe. As Chair of the
EAF, the Board will determine the appropriate process for the annual update recommendation to
be filed with the Board.

The filing of the annual TRM Update submission will occur as soon as practical after the
completion of the annual audit process. The EAF will provide the latest Board approved TRM
and any TRM recommendations from the EAF to the Auditor for the purpose of the audit. Unless
the Auditor brings forward new information with evidence, the updated TRM as approved by the
Board, along with any EAF recommendations will be considered best available information at
the time of the audit.

viii.  Fee Guidelines

Intervenor and independent representatives serving on the EAF will invoice the utilities for
meeting attendance and preparation up to the appropriate rate established by the OEB. The
invoices will document activities and Intervenor and independent representative time, and the
cost will be equally shared between the two utilities. It is expected that the level of commitment
for participation in this process will be on the order of 150 hours for each Intervenor or
independent representative. In the event additional hours are required, the EAF can re-visit the
forum’s budget requirements.

iX. Roles and Responsibilities

Ontario Enerqgy Board

In addition to participating in the forum, the Board will:
e Designate a representative to chair the EAF meetings;
e Oversee and coordinate the implementation of Impact Evaluation studies;
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e Review recommendations relating to the annual filing of the Update to Input
Assumptions; and

e Where consensus is not reached within two EAF Meetings, the Board representative will
determine and put into action the process for obtaining a Board decision and resolution,
as outlined in Section 3 above.

Intervenor Representatives

In addition to participating in the forum, the Intervenor representatives will:

e Be accountable for representing the DSM Consultative as a whole, and ensuring the
perspective of DSM Consultative members is brought to the attention of the EAF as
required throughout the evaluation process; and,

e Report back to the Intervenor members of the DSM Consultative in such manner as the
Intervenors determine effective and appropriate.

Utilities
In addition to participating in the forum, the utilities will:

e Support the reasonable costs claims advanced by EAF representatives;

e Support all costs associated with the implementation of all Impact Evaluation studies;

e Bring draft Impact Evaluation methodologies/scopes to the forum for review and oversee
the implementation of Impact Evaluation studies as defined by the Board representative
Chair; and

e Submit to the Board the annual application for the TRM Update as soon as practical after
the audit’s completion. The TRM Update will identify all changes to existing
assumptions, all new assumptions and make clear whether any of the changes and
additions were not the product of forum consensus.

Independent Representatives — Evaluation & Technical

The independent representatives will:

e Provide professional evaluation and technical expertise in relation to Impact
Evaluation studies, the development of input assumptions and other DSM related
technical matters brought before the EAF;

e Review the methodology/scope and implementation of evaluation studies to be carried
out by the EAF; and

e Be responsible for completing identified work as defined by the Board representative.
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Audit Committee Terms of Reference

Union will have its own Audit Committee.

Goal

The goal of the AC is to ensure that there is, each year, an effective and thorough audit of the
Union’s DSM results.

Scope of Work

The AC will establish, as part of the 2015 audit, the standard scope of the annual audit for
the term 2015-2020 (“goals” versus “tasks”).

The standard scope will be used for the 2015-2020 term as part of the RFP and the AC
may alter the scope annually based on consensus. The AC will provide the auditor with
input and guidance (such as scope of work, review work plan/draft report and provide
advice and direction).

The AC will provide a recommendation to the Board on the selection of the Auditor as
outlined in the Auditor Selection Process (Section 6.v).

The AC will provide a recommendation to the Auditor on the selection of the CPSV
firms as outlined in the CPSV Firm Selection Process (Section 6.vi).

The AC will make recommendations based on the Audit Report regarding Union’s claims
regarding DSM results and DSMVA, LRAM, DSM Incentive and any target adjustments
through the AC Final Summary Report submitted to the Board.

Composition and Selection

Union’s AC shall consist of six members:

Board representative, self selected by the Board, who will serve as Chair of the AC.
Independent third party Auditor recommended by the AC and hired by the Board.
Three Intervenor members selected by in accordance with the following process:

1. Members of the DSM Consultative nominate individuals to stand on the AC;

2. Each member of the DSM Consultative votes for the two members they would

like on the AC;

3. The members with the highest number of votes are selected to the AC;

4. Intervenors selected may also sit on the EAF for continuity;
One representative from Union, self selected by Union. Other representatives from the
Union may attend AC meetings from time to time but are not voting AC members.
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Term

Intervenor members will be appointed for each year’s audit process, and are eligible for
reappointment for successive audits. In the event that a member must resign, the same process
will be used to nominate and appoint a replacement.

V.

Vi.

Auditor Selection Process:

Union will issue and maintain an ongoing RFQ to qualify audit firms to their pre-
approval list.

Union and Intervenors will seek consensus to identify a pre-approved list (from the RFQ)
of a minimum of six audit firms for a consensus shortlist of three firms recommended to
the Board representative for final selection and contracting.

0 Where consensus on a firm for the pre-approved list is not achieved, the Board
representative decides the firms on the pre-approved list, while ensuring that the
minimum number of firms is still obtained.

o0 By consensus of the AC, the minimum number of six audit firms for bidding on
the annual audit can be reduced.

The Board will issue an RFP to hire an auditor, with the RFP being distributed to all of
the firms on the pre-approved list. The RFP will make clear the criteria that will be used
to select a winning bidder and that the selection involves a committee of Intervenors and
Union. The standard set of selection criteria (categories, descriptions, and relative
importance) for auditor selection will be established prior to the RFQ process for the
audit.

Union and Intervenors will seek consensus on a shortlist of three firms recommended to
the Board representative for final selection and contracting.

Custom Project Savings Verification (“CPSV”’) Selection Process:

Union will issue and maintain an ongoing RFQ to qualify CPSV firms to their pre-
approval list.

Union and Intervenors will seek consensus to identify a pre-approved list (from the RFQ)
of a minimum of 3 CPSV firms recommended to the Board Representative Chair for final
selection and contracting.

0 Where consensus on a firm for the pre-approved list is not achieved, the Board
representative decides the CPSV firms on the pre-approved list, while ensuring
that the minimum number of CPSV firms is still obtained.

0 By consensus of the AC, the minimum number of three CPSV firms for bidding
on the Custom Projects Savings Verification can be reduced.

0 The Auditor will use the Terms of Reference for CPSV as established by the EAF
to issue an RFP to hire the CPSV firms, with the RFP being distributed to all of
the firms on the pre-approved list. The RFP will make clear the criteria that will
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be used to select a winning bidder. The standard set of selection criteria
(categories, descriptions, and relative importance) for CPSV firm selection will be
established prior to the RFQ process for the 2015 audit.

Process:

The Board representative will act as Chair of the AC and coordinate and facilitate the
meetings.

Union will administer the audit contract and hold the auditor accountable to the terms of
the contract.

Union will administer the CPSV contract and hold the CPSV firm(s) accountable to the
terms of the contract.

All communications are transparent to all AC members (exceptions will be identified by
the AC at the beginning of the annual audit).

The Board representative, Auditor, Union, and Intervenors will work to ensure that the
original scope of the audit is maintained with no allowance for “scope creep”.

The auditor will receive guidance and direction from the AC (e.g. on the scope of work,
draft work plans, and draft work products). However, the Auditor’s report and effort will
be independent of Board, Union or Intervenor control or influence. (The AC cannot, for
example, instruct the auditor on “how” to engage in their work, such as tools to use,
methodology, processes used in the audit, how the auditor conducts the work and forms
their opinion) and the Final Audit Report must be filed with the Board without
adjustment. For greater certainty, Union and the Intervenors may, at AC meetings,
provide comments to the Auditor on drafts of the report, which the Auditor is free to
accept or reject, but the Final Audit Report must represent the independent professional
opinion of the Auditor.

Any member of the AC may call for a meeting on reasonable notice. It is the role of the
Board representative to provide administrative support in the scheduling of all meetings.
Meetings will be held from September through June, including possible joint meetings of
Union’s and Enbridge’s ACs , when necessary. It is expected that 10 meetings will
normally be sufficient.

The AC will endeavour to reach consensus on recommendations concerning the Union’s
claims regarding DSM annual results. Where consensus is not reached, the Committee
will outline areas of disagreement in the AC Final Summary Report to the Board.
Consistent with the principle of transparency, all verification reports, evaluation reports,
summary spreadsheets, and other materials made available to the Auditor, will be
available on request, for review by all Committee members (with Union defined
redaction of information to maintain privacy considerations) and on signing the
Declaration and Undertaking attached as Attachment “A”.
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viii.  Outputs / Deliverables

Throughout the Audit Process, the AC will deliver:

e A recommended shortlist of three audit firms to the Board for final Auditor selection;

e A recommended shortlist of three CPSV firms to the Auditor for final CPSV firm
selection;

e Comments on the Draft and Final CPSV Reports;

e Comments on the Draft and Final Audit Reports; and

e An AC Final Summary Report.

Union will file with the Board the:

e Final Auditor’s Report, having been reviewed by the Audit Committee, by June 30 as
required by Section 2.1.12 of the Board’s Natural Gas Reporting and Record Keeping
Requirements Rules for Gas Utilities.

Union will also file the following reports by July 31 with the Board:

e The AC Final Summary Report, and
e The updated Final Annual DSM Report.

iX. Fee Guidelines

Intervenor members will invoice Union for time spent on Committee matters including meeting
attendance and preparation up to the appropriate rate established by the Board. The invoice will
document activities. It is expected that the level of commitment for participation in this process
will normally not exceed 60 hours per year for each Intervenor member. In the event additional
hours are required, the Committee can revisit the Committee’s budget requirements.

X. Roles and Responsibilities

The Ontario Enerqy Board

The role of the Board is to:

e Designate a representative to act as Chair of the AC;

e Determine final selection of the Auditor based on the AC’s recommendation;

e Review recommendations relating to the AC Final Summary Report and Union’s
application for clearance of DSM Deferral accounts; and

e Where a consensus on the AC Final Summary Report is not achieved, the Board will
resolve any disputes by way of Board Decision at its discretion.



28

30
31
32
33
34
35
36
37
38
39
40

Filed: 2015-04-01
EB-2015-0029
Exhibit A

Tab 2

Appendix D

Page 18 of 22

Intervenors

In addition to participation on the AC, the Intervenor members of the Committee will:

Union

Be accountable for representing the DSM Consultative as a whole on comments arising
out of the Draft DSM Annual Report, and ensure the perspective of DSM Consultative
members is brought to the attention of the AC as required throughout the audit process;
Report back to the Intervenor members of the DSM Consultative in such manner as the
Intervenors determine effective and appropriate;

Provide input on the Auditor and CPSV firm selection;

Review and submit to the Auditor comments on the Union’s draft Annual Report; and
Work collaboratively with the AC to reach consensus on the AC’s recommendations to
the Board in the AC Final Summary Report.

In addition to participating on the Committee, Union will:

Provide the Draft Annual Report to the DSM Consultative and to Committee members;
Respond to issues that arise out of the audit process;

Provide input on the Auditor and CPSV firm selection;

Update the DSM Annual Report after the audit has been completed;

Support all costs associated with the Auditor and the Audit through the DSM evaluation
budget;

Support the reasonable cost claims advanced by Committee members; and

File with the Board the Audit Report, the Final DSM Annual Report and the AC Final
Summary Report, noting in the process if any elements of the Final DSM Annual Report
and the AC Final Summary Report do not represent the consensus of the AC.

The Auditors

The Auditors shall, at a minimum:

Determine final selection of the CPSV firms based on the AC’s recommendation;
Provide an audit opinion on the DSMVA, LRAM and utility performance incentive
amounts proposed by Union and any amendment thereto;

Confirm any target adjustments have been correctly calculated and applied,;

Identify any input assumptions that either warrant further research or that should be
updated with new best available information;

Review the reasonableness of any verification work that has been undertaken to inform
Union’s results; and

Recommend any forward-looking evaluation work to be considered.
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7. Program Consultation
Union will undertake consultation initiatives.
I. Objective

The objective of Stakeholder engagement in DSM programs is to enhance the development of
effective and innovative DSM programs. Union will establish DSM programs through individual
consultation processes engaging Intervenors and Stakeholders.

ii. Scope of Program Consultation

Union commits to holding at least two plenary consultations with Intervenors each year.

In addition, Union commits to holding two full day meetings a year for consultation on Low
Income programs (one in the first quarter and one in the fall). The meetings will be structured to
allow for plenary discussion as well as breakout sessions to discuss matters specific to Union.
The meetings will include Intervenor representatives as well as other Stakeholders. The overall
focus of the meetings will be on program design and implementation rather than program status
and regulatory matters. The objectives of the consultation sessions are:

e For Intervenors and other Stakeholders to provide their perspective on the delivery of
current programs;

e To learn from Intervenor groups and Stakeholders how they can support Union in
achieving the targets for Low Income DSM Programs; and

e To discuss ideas presented by Intervenors and Stakeholders for new / improved Low
Income DSM Programs.

Union will consult with representatives of LIEN and VECC regarding the agendas and invitation
lists for the Low Income sessions.

Union may also, at its discretion, consult with Intervenors and Stakeholders on program design
and implementation relating to other program types in their DSM portfolios.
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Attachment “A”

IN THE MATTER OF THE Ontario Energy Board Act 1998, 1998,
s. 15 (Schedule B);

AND IN THE MATTER OF an Application or Applications by
Union Gas Limited (“Union”) for an Order or Orders granting
approval of initiatives and amounts related to Union’s Demand Side
Management Activities (“DSM”) and all related and associated DSM
Consultative and Evaluation and Audit Committees

DECLARATION AND UNDERTAKING TO UNION

I, , am counsel of record or a consultant for . In the event
that I serve on Union’s DSM Consultative or Audit Committee, or on the Evaluation Advisory
Forum (singularly or collectively the “Committee”), | agree to be bound by the Declaration and
Undertaking.

DECLARATION
| declare that:
1. I have read the Rules of Practice and Procedure of the Ontario Energy Board (the “Board”).

2. 1 am not a director or employee of a party to any Board proceeding for which | act or of any
other person known by me to be a party in any Board proceeding.

3. lunderstand that this Declaration and Undertaking applies to all information that has not
already been made public and in respect of which Union makes a written claim of
confidentiality that I receive in a Committee process and any subsequent Board proceeding
dealing with the subject matter of the Committee process (“Confidential Information”). It is
the intention of the undersigned and Union that this Declaration and Undertaking apply to all
of the undersigned’s future participation or service on any Committee.

4. 1 understand that this Declaration and Undertaking is being made to Union at this time.

In the event that, in the course of a subsequent Board proceeding dealing with the subject matter
of a Committee process, the Board determines that any Confidential Information held by me
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under this Declaration and Undertaking:

a) shall be considered to be confidential under the Board’s Practice Direction on
Confidential Filings, and I file a Declaration and Undertaking pursuant to that Practice
Direction, or

b) shall not be considered by the Board to be confidential and is to be placed on the public
record;

this Declaration and Undertaking shall thereafter be null and void with respect to that
Confidential Information.

UNDERTAKING
| undertake that:

1. 1 will use Confidential Information exclusively for duties performed in respect of each
Committee process and any subsequent Board proceeding dealing with the subject matter of
that Committee process.

2. 1 will not divulge Confidential Information except to a person granted access by Union to
such Confidential Information.

3. 1 will not reproduce, in any manner, Confidential Information without the prior written
approval of Union. For this purpose, reproducing Confidential Information includes scanning
paper copies of Confidential Information, copying the Confidential Information onto a
diskette or other machine-readable media and saving the Confidential Information onto a
computer system. | understand that | may reproduce a hard copy of electronic data received
solely for internal purposes, and | undertake to destroy such copies in accordance with this
Declaration and Undertaking. For clarity, this prohibition does not preclude the forwarding of
electronic Confidential Information material received from one computer to another for the
personal use of the undersigned.

4. 1 will protect Confidential Information from unauthorized access.

5. 1 will not use Confidential Information in any commercial application or for any monetary or
personal benefit, with the exception of remuneration for my participation on any Committee.

6. 1 will, promptly following the end of each Committee process or the end of any subsequent
Board proceeding dealing with the subject matter of a Committee process, whichever shall be
later, or within 10 days after the end of my participation in a Committee process or any
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subsequent Board proceeding dealing with the subject matter of the Committee process:

a) return to Union, all documents and materials in all media containing Confidential
Information, including notes, charts, memoranda, transcripts and submissions based on
such Confidential Information; or

b) destroy such documents and materials and file with Union a certification of destruction in
the form prescribed by the Board pertaining to the destroyed documents and materials.

For this purpose, the end of any subsequent Board proceeding is the date on which the period
for filing a review or appeal of the Board’s final order in that proceeding expires or, if a
review or appeal is filed, upon issuance of a final decision on the review or appeal from which
no further review or appeal can or has been taken.

In respect of those Intervenors that serve on the same Committee for more than one term, the
obligation to destroy Confidential Information arises as of the date of the Intervenor’s
retirement from the Committee.

7. 1 will inform Union immediately of any changes in the facts referred to in this
Declaration and Undertaking.

Dated at Toronto, this day of , 2015.

Signature:

Name:
Company/Firm:
Address:
Telephone:

Email:
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1.0 Introduction

Union’s 2016-2020 DSM Plan represents an increased commitment and enhanced focus on
promoting energy efficiency to create a culture of conservation in Ontario. The new Framework
includes a significant increase in the budget allowing for the introduction of a number of new

and expanded program offerings.

In developing this plan, Union considered the Board’s guiding principles and key priorities,
stakeholder feedback and insight from customers. Support for Union’s 2016-2020 DSM Plan is

outlined below.

2.0  Budgets

In Section 4.2 of the Framework the Board noted that the maximum budget guideline for Union
is $59.6 million, which represents a significant increase in spending over Union’s budget
guidance of $30 million (excluding inflation) in the 2012-2014 DSM Guidelines. Union
welcomes the opportunity to broaden the scope of DSM offerings under the new allowable

budget spend to further address efficiency opportunities within Union’s franchise area.

In developing the proposed annual budgets for 2016-2020, Union adhered to the budget guidance
provided by the Board. In Section 4.2 of the Framework the Board states that, “the gas utilities’
annual DSM budgets should be guided by the simple principle that DSM costs (inclusive of both

DSM budget amounts and shareholder incentive amounts) for a typical residential customer of
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each gas utility should be no greater than approximately $2.00/month.” Further to this, the Board
stated that, “the budget guidance for the new multi-year DSM plans is in the order of double the
cost impacts to residential customers from the 2012 to 2014 DSM period”. In addition, the Board
stated that, “the gas utilities should ensure the overall cost increases to all other rate classes are
generally proportional with the guidance outlined relative to residential customers”. Exhibit A,
Tab 3, Section 13 outlines the total cost annually based on the proposed budget increases and

projected budget allocation among rate classes.

Within the proposed annual budgets, Union has addressed the Board’s guiding principles and key

priorities. Some examples of this are illustrated in the Table 1 below.
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Table 1

Budget Requirements to Address Guiding Principles and Key Priorities

Guiding Principles

Union’s Response to Guiding Principles

Where appropriate,
coordinate and integrate
DSM and electricity CDM
efforts to achieve
efficiencies.

Union is proposing an annual pilot budget in part to facilitate
pilots in collaboration with electric LDCs. The goal of these
pilots is to inform potential coordinated offerings in market.

Minimize lost
opportunities when
implementing energy
efficient upgrades.

Union is allocating a significant portion of the Program budgets
to offerings that take a more holistic approach and therefore
minimizes lost opportunities in its design. These offerings
include; Home Reno Rebate, Home Weatherization, Aboriginal
Conservation, Direct Install Pilot, Strategic Energy Management.

Key Priorities

Union’s Response to Key Priorities

Expand the delivery of
Low Income offerings
across the province

Union has prioritized the need to expand the delivery of low-
income offerings across the province and has allocated budget to
support Northern expansion accordingly.

Implement DSM programs
that can help reduce
and/or defer future
infrastructure investment

Union has allocated budget to study the potential effects DSM
can have on deferring, postponing or reducing future capital
investments.

Implement DSM programs
that are evidence-based
and rely on detailed
customer data

Union’s Residential program is expanding to included innovative
broad based offerings such as a Residential Behavioural offering
that will require a significant budget to support 300,000 target
customers. Union is also introducing a Performance-Based
Conservation Program consisting of Strategic Energy
Management and RunSmart, which quantify savings at the meter.

Further details on how Union has addressed the guiding principles and key priorities can be

found at Exhibit A, Tab 1, Sections 4 and 5. Table 2 below summarizes the budget allocations

across programs and portfolio level activities for each year from 2016-2020.
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Table 2
2016-2020 DSM Plan Budget

Year
2016 2017 2018 2019 2020
($000) ($000) ($000) ($000) ($000)

Program Budget

Resource Acquisition
Residential Development and Start-up $ 1,850 | $ - $ - $ - $ -
Residential Incentives/Promotion $ 8,745 | $ 13,569 | $ 15,916 | $ 15,916 | $ 15,916
Residential Evaluation $ 559 | $ 709 | $ 859 | $ 859 | $ 859
Residential Administration $ 991 | $ 1,071 | $ 1,071 | $ 1,071 | $ 1,071
Total Residential Program $ 12,145 | $ 15349 | $ 17,845 | $ 17,845 | $ 17,845
Commercial/Industrial Incentives/Promotion $ 14,562 | $ 14,571 | $ 15,293 | $ 14,957 | $ 14,957
Commercial/Industrial Evaluation $ 189 | $ 189 | $ 189 | $ 189 | $ 189
Commercial/lndustrial Administration $ 3,929 | $ 4076 | $ 4076 | $ 4076 | $ 4,076
Total Commercial/Industrial Program $ 18,680 | $ 18,836 | $ 19,558 | $ 19,222 | $ 19,222
Total Resource Acquisition Programs $ 30,825 | $ 34,185 | $ 37,404 | $ 37,067 | $ 37,067
Performance-Based
Performance-Based Incentives/Promotion $ 297 | $ 592 | $ 8371 $ 5821 $ 802
Performance-Based Evaluation $ 35| $ 35|$ 3B|$ 3| $ 35
Performance-Based Administration $ 216 | $ 216 | $ 216 | $ 216 | $ 216
Total Performance-Based Program $ 548 | $ 843 | $ 1,088 | $ 833 | $ 1,053
Low-Income
Low-Income Incentives/Promotion $ 9,705 | $ 10,647 | $ 11,863 | $ 12,419 | $ 13,261
Low-Income Evaluation $ 219 | $ 212 | $ 2251 $ 2441 $ 262
Low-Income Administration $ 1,425 | $ 1,425 | $ 1,425 | $ 1,425 | $ 1,425
Total Low-Income Program $ 11,349 | $ 12,284 | $ 13,514 | $ 14,088 | $ 14,948
Large Volume
Large Volume Incentives/Promotion $ 400 | $ 349 | $ 3731 $ 397 $ 421
Large Volume Evaluation $ - $ - $ - $ - $ -
Large Volume Administration $ 409 | $ 409 | $ 409 | $ 409 | $ 409
Total Large Volume Program $ 809 | $ 758 | $ 7831 % 807 | $ 831
Market Transformation
Optimum Home Incentives/Promotion $ 841 | $ - $ - $ - $ -
Optimum Home Evaluation $ - $ - $ - $ - $ -
Optimum Home Administration $ 201 | $ - $ - $ - $ -
Optimum Home Program $ 1,042 | $ - $ - $ - $ -
Programs Sub-total $ 44,573 | $ 48,070 | $ 52,787 | $ 52,795 | $ 53,899
Portfolio Budget
Research $ 1,500 | $ 1,000 | $ 1,000 | $ 1,000 | $ 1,000
Evaluation $ 1,300 | $ 1,300 | $ 1,300 | $ 1,300 | $ 1,300
Administration $ 2,935 | $ 2,842 | $ 2,842 | $ 2,842 | $ 2,842
Pilots $ 1,000 | $ 1,000 | $ 500 | $ 500 | $ 500
DSM Tracking and Reporting System Upgrades $ 5,000 | $ - $ - $ - $ -
Portfolio Sub-total $ 11,735 | $ 6,142 | $ 5,642 | $ 5,642 | $ 5,642
Total DSM Budget Pre-Inflation $ 56,308 | $ 54,212 | $ 58,429 | $ 58,437 | $ 59,541
Cumulative Inflation @1.68% $ 946 | $ 1,837 | $ 2,995 | $ 4,027 | $ 5,172
otal D Budget Po atio $ 57,254 | $ 56,049 | $ 61,424 | $ 62,464 | $ 64,714

The program budgets and their individual components (development and start-up,
incentives/promaotion, evaluation and administration) are consistent with the definitions provided

in the Guidelines, Section 9.1.2. The Portfolio budget captures DSM activities that are not
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attributed to an individual program, such as research, evaluation, administration, pilots, DSM

tracking and reporting system upgrades.

The 2016 budget of $56.3 million (excluding inflation) represents a significant budget increase
of approximately 66% compared to 2015. The 2016 program year marks a fundamental shift in
Union’s DSM programming in direct response to the Framework, as demonstrated in Table 1.
Excluding the 2016 DSM Tracking and Reporting System upgrade costs, Union’s DSM pre-
inflation budget increase is phased in over 5 years, beginning in 2016 at an average increase of

approximately 4%, year over year, to a 2020 pre-inflation budget of $59.5 million.

As illustrated in Table 2 Union has included inflation in the total DSM budget calculation. The
inflation factor of 1.68% is the amount used in setting 2015 Rates, calculated as the Q2 four
quarter moving average inflation rate based on the Gross Domestic Product Implicit Price Index
(“GDP IPI”) reported by Statistics Canada.! The use of the GDP IPI is consistent with the 2012
to 2014 DSM Plan (EB-2011-0327) Settlement. The cumulative inflation in Table 2 has been
provided for illustrative purposes, and the inflation factor will be updated each year based on the
methodology stated above. Any variance between the proposed 2016-2020 DSM budget and the
actual 2016-2020 DSM costs will be trued up in the DSM Variance Account, as described at

Exhibit A, Tab 3, Section 6.1 below.

! EB-2014-0271, Exhibit B.VECC.1
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The Resource Acquisition programs, consisting of the Residential and Commercial/Industrial
programs, represent the largest share of the DSM program budget, averaging 70%. Union has
increased its Low Income program budget by 66% to $11.3 million in 2016, and then further
ramping up to $14.9 million in 2020, representing more than double the 2015 Low Income
program budget. The Low Income program budget share represents approximately 26% of the
total program budget, which is consistent with the 2012-2014 DSM Plan. The remaining
program budget consists of the Performance-Based, Large VVolume and Market Transformation

programs, each equating to approximately 2% of the total program budget.

Union’s 2016 Research budget is $1.5 million, recognizing that $0.5 million is earmarked to
complete the Achievable Potential and DSM and Infrastructure Planning studies which have
been identified as Framework requirements.? The Research budget will be maintained at $1.0
million for the remainder of the Framework to facilitate Union’s DSM research process as

outlined at Exhibit A, Tab 2, Section 10.

Union is proposing to increase focus on DSM Evaluation, Measurement and Verification
("EM&V) activities by increasing the budget to approximately 4% of the total DSM budget.
Union’s proposed 2016 total evaluation budget is $2.3 million, which is inclusive of program
specific evaluation, such as verifying Union’s Commercial/Industrial customer offering savings,

as well as general portfolio evaluation activities like Technical Reference Manual updates. As

2 EB-2014-0134, Report of the Board, Demand Side Management Framework for Natural Gas Distributors (2015-
2020), p. 4 and p. 36.
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new DSM offerings are introduced, Union will require incremental budget to facilitate EM&V
requirements while continuing to evaluate the existing suite of offerings. Union proposes to
isolate the evaluation budget (program specific and general portfolio) to only evaluation related
activities, ensuring the budget is not utilized for any other DSM activity. Further information on

Union’s evaluation plans can be found at Exhibit A, Tab 3, Appendix C.

While Union’s proposed DSM programming is comprehensive, a pilot program budget has been
identified to allow Union to explore innovative DSM programs and market approaches. The
budget will fund pilot projects identified by Union and/or industry partners, such as Enbridge,
electric local distribution companies (“LDCs”) and the Independent Electricity System Operator
(“IESQ”). While developing the 2016-2020 DSM Plan Union has identified a key pilot program
that will be pursued over the course of the Framework: Direct Install Pilot for Small Business
customers, which is outlined at Exhibit A, Tab 3, Appendix A, Section 1.1. Furthermore, Union
is participating in a pilot, led by the Toronto and Region Conservation Authority (“TRCA”) and
the IESO, investigating the Performance-Based Conservation methodology for driving deeper

savings in the commercial and institutional sectors.

As discussed at Exhibit A, Tab 2, Section 12.2, Union will undertake activities to upgrade its
DSM Tracking and Reporting System to ensure the requirements of the new framework are met.

The required activities in 2016 are budgeted at $5 million.



10

11

12

13

14

15

16

17

18

19

20

21

Filed: 2015-04-01
EB-2015-0029
Exhibit A

Tab 3

Page 10 of 73

With the exception of the Low Income budget, Union’s DSM budget is allocated to rate classes
based on the forecasted budget by rate class. The budgeted program costs were calculated based
on historical customer incentive spend and forecasted DSM activity at the rate class level. The
Portfolio costs that could not be assigned to a rate class were first allocated to a customer class
based on the percentage allocation of program costs. For example, 30% of the 2016 program
budget is assigned to the Residential customer class, thus 30% of the portfolio costs are allocated
to the Residential customer class. These portfolio costs are further allocated at the rate class

level based on historical customer incentive spend and forecasted DSM activity in the rate class.

Portfolio level costs are not allocated to the Large Volume Rate T2 and Rate 100 customers as
the portfolio level activities do not impact the Large Volume program. The Low Income
Program budget will continue to be allocated to all rate classes based on Union’s most recent
Board-approved distribution revenue. Exhibit A, Tab 3, Section 13 provides an analysis of the
rate and impacts associated with Union’s proposed budgets as well as projected bill reductions

for DSM participants.

Union will track the variance between the DSM budget included in rates, by rate class, and the
actual DSM dollars spent by rate class. The variance, by rate class, will be disposed of annually
through Union’s deferral disposition application. Further information regarding the DSM
Variance Account can be found at Exhibit A, Tab 3 Section 6.1. As described in the Guidelines,

Section 6.6, Union can transfer funds among Board-approved DSM programs up to a cumulative
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budget transfer of 30%. Union will inform the Board, as well as its stakeholders, in the event that

the transfer exceeds 30%.

Union’s proposed targets supported by the proposed budget will save an estimated $864 million
in total resource costs and 6.1 billion in lifetime cubic meters over the term of the Plan. That
translates to reducing carbon dioxide emissions by 11.5 million metric tonnes and avoided CO,
emissions equivalent to removing 2.1 million cars from Ontario’s roads for a year. The proposed
budgets positions Union well to continue to deliver significant value to customers through DSM

offerings.

3.0  Targets

Union’s 2016-2020 annual and long-term targets were developed taking a balanced approach of
continuing to drive significant savings from existing program offerings while introducing new
program offerings in response to the key priorities and guiding principles outlined by the Board.
The result is an aggressive annual and long-term plan to achieve significant savings for Ontario’s
residences and businesses. Table 3 outlines Union’s proposed annual and long-term targets

through the delivery of all program offerings.
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Table 3
Union’s 2016-2020 Long Term Natural Gas Savings

Long Term Natural Gas Savings Goal (millions of lifetime m3)

Program 2016 | 2017 | 2018 | 2019 | 2020 | O
Term
Residential 90 120 148 148 148 653
Commercial/Industrial 1,020 | 1,028 | 1,038 | 1,038 | 1,038 | 5,163
Low Income 51 53 56 60 61 282
Performance-Based Conservation 0 1 8 18 33 60
Total 1,161 | 1,203 | 1,249 | 1,264 | 1,280 | 6,158

Union will face many challenges in achieving the annual and long-term targets outlined above.

Some of these challenges include:

Continuing to drive aggressive targets with existing offerings that are more mature in
their program cycle and require Union to get to the “harder-to-reach” customers in order
to be successful in meeting targets;

Significant efforts required to develop and launch new offerings including Residential
Behavioural, Aboriginal Conservation, Low Income End-of-Life Furnace Upgrades and
Strategic Energy Management;

Going broader in the market where the approach, channel partners and relationships are
not already established and more uncertain; and,

The relatively low cost of natural gas compared to electricity prices continuing to be a
challenge in getting customers to prioritize DSM offerings while also addressing their
electricity demand through the Conservation Demand Management (“CDM?”) offerings

in the market. Figure 1 provides the average Ontario estimated annual cost of energy.
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Figure 1
Average Ontario
Estimated Annual Cost of Energy
(annual average use of 82 GJ)
$3,500
53,000
52,500
$2,000
$1,500
51,000 \——/\
__.___.-—l'—'
$500
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= Propane Furnace Oil =—Electricity TOU  =——PNatural Gas

Sources:

Propane & Heating Qil: The Kent Group. Rates taken for London for the South and Thunder Bay for the North
Natural Gas: Union Gas Limited Rate Schedules

Electricity: MEU time of use rates for sample of Southern and Northern utilities

Within each program offering outlined at Exhibit A, Tab 3, Appendix A, Union has identified the

specific challenges that each Program area will have in achieving the planned targets.
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Target Development

Union’s approach to setting the annual and long-term targets was based on a detailed analysis
that was performed using a bottom up approach based on Union’s experience, program potential
and market opportunity. It was then informed by the Board’s Framework and Guidelines which
included budget and rate impact guidance along with the guiding principles and key priorities.
With these key drivers in mind, Union’s internal teams performed detailed analysis, taking a

phased approach to balance the various objectives.

In Phase One of the analysis, Union took a bottom-up approach to assess the market opportunity
available within existing program offerings. This included:

e Reviewing Union’s historical results and projected trends in many facets, including;
participation levels, types of customers participating, measure penetration and trends in
segments;

e Assessing remaining market size using internal and third party data;

e Performing jurisdictional scans to determine whether key elements of the program
offering, such as incentive levels, were in-line with comparable jurisdictions;

e Considering market insight from Union’s account managers who hold key relationships
with Union’s customers and who have firsthand experience of the opportunities and
barriers in the market; and,

e Reviewing market research to better understand the opportunities and barriers in the

market.
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In Phase Two of the analysis, Union sought new program ideas through an extensive review,

including:

Performing jurisdictional scans on leading jurisdictions to identify new program
opportunities;

Holding internal sessions with various groups to generate new ideas;

Engaging external stakeholders, including; intervenors, Enbridge, the IESO, customers
and the Ministry of Energy to gain a better understanding of market opportunities and
barriers, policy objectives and customer priorities (Exhibit A, Tab 3, Appendix B
provides documentation regarding Union’s stakeholder engagement);

Re-assessing new measure opportunities with the updated Total Resource Cost (“TRC”)
values within the all cost-effective Framework;

Considering customer insight from Union’s account managers who hold key relationships
in the field; and,

Considering the key priorities and guiding principles outlined by the Board.

In Phase Three of the analysis, Union struck a balance between all of the findings above with the

following decision making criteria in mind:

Addressing the key priorities and guiding principles outlined by the Board through new
program offerings;

Adhering to the rate impact guidelines set by the Board;

Maximizing opportunities within existing program offerings; and,

Having broad access for customers while taking a holistic approach to program design.
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Union’s most recent Achievable Potential Study, conducted in 2008 with an economic update in
2011, while considered, did not play a significant role in the most recent target development.
Union believes that while Achievable Potential studies provide an assessment of technical and
economic potential, and can serve as a reference for achievable potential, it represents a point in

time estimate based on a set of inputs.

Union’s most recent Achievable Potential Study does not reflect Union’s program experience, or
any new information outside of the scope of the economic update, since 2008, including the
overriding policy objectives in the new Framework and Guidelines. Considering this, Union used

a bottom-up approach to target development for the Plan.

Union is committed to completing an achievable potential study by June 2016, as outlined by the
Board in Section 1.3. of the Framework, and the results of the study will be used within the mid-
term review process to test the directional long-term target, established based on the goals

approved in the annual scorecards, to confirm whether any changes are required.

Union believes that the appropriate balance has been struck in the target development around the
key priorities and guiding principles the Board has outlined. While the primary focus of Union’s
annual and long-term targets continues to be the achievement of cumulative lifetime natural gas
savings, this objective is appropriately balanced with the need to provide broad based offerings
to enter new areas of the market, such as the Behavioural and Strategic Energy Management

offerings.



10

11

12

13

14

15

16

17

18

19

20

Filed: 2015-04-01
EB-2015-0029
Exhibit A

Tab 3

Page 17 of 73

Input Assumptions

In determining Union’s scorecard achievement, Union strongly believes that revised input
assumptions and adjustment factors, such as free ridership, spillover and persistence, should be
applied on a prospective basis upon the completion of evaluation findings. Targets are
established based on the information known by all parties at the time they are determined.
Furthermore, applying retroactive input assumptions is not consistent with the policy of the
majority of U.S. jurisdictions — 81% apply input assumption changes on a go-forward basis
only.® As noted at Exhibit A, Tab 3, Section 9.2, Union will be finalizing the Technical Resource
Manual (“TRM”) and will be completing a net-to-gross study (“NTG”) in 2015. Any input
assumptions adjustments that occur as a result of the TRM and the NTG study will be applied to

Union’s 2016 targets on a go-forward basis only and they will scale up or down accordingly.

Scorecard Target Achievement Level

Consistent with the Framework, Union is proposing scorecards with various metrics to monitor
Union’s performance. The scorecards and metrics have been designed to ensure the Board’s
guiding principles and key priorities are addressed through the delivery of Union’s DSM
programs. At Section 3.2 of the Framework, the Board states that “three levels of achievement
should be provided on the scorecard(s) for each metric: one at each 75%, 100% (target) and
150%”. Union has proposed the scorecard metric levels to be 75%, 100% (target), and 125%.

Union will refer to the target levels as the Lower Band (75%), Target (100%), and Upper Band

® American Council for an Energy-Efficient Economy, A National Survey of State Policies and Practices for the
Evaluation of Ratepayer-Funded Energy Efficiency Programs, February 2012, Page 28.
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(125%), which is consistent with Union’s 2012-2014 Plan.* For the proposed scorecards Union
has established the Lower Band and Upper Band achievement levels as a symmetric multiplier of

the Target, unless stated otherwise.

The multiplier for the Lower Band will be 0.75 of the Target (Lower Band = Target x 0.75). As
per the Guidelines, Section 5.0, Union will not earn a DSM incentive for a weighted scorecard
achievement of less than the Lower Band target. The multiplier for the Upper Band is consistent
with Union’s 2012-2014 Scorecard approach of 1.25 (Upper Band = Target x 1.25). The Upper
Band multiplier has been established with the consideration that Union has to achieve a 25%
increase above the target with additional funding of only 15% above the Board-approved DSM
budget as outlined in Section 11.2 of the Guidelines. This approach is consistent with Union’s
Board-approved 2012-2014 DSM Plan (EB-2011-0327) Settlement. Union is motivated to
achieve results beyond the Target (100%) as the Board has established a DSM incentive structure
which introduces a pivot point at the scorecard’s 100% target level.® Further information on the

DSM incentive mechanism can be found at Exhibit A, Tab 3, Section 4.

3.1. Resource Acquisition Scorecard
The Resource Acquisition scorecard will measure the performance of Union’s Residential and
Commercial/Industrial programs. The scorecard’s performance will be measured on two
metrics: Cumulative Natural Gas Savings (m®), and Home Reno Rebate (“HRR™) Participants

(Homes). Union is proposing these metrics as they reflect the Board’s guiding principles and

* In the DSM Guidelines for Natural Gas Utilities (EB-2008-0346), the Board’s Guidelines contained an Upper
Band of 150% and the Board ultimately approved an Upper Band of 125% in Union’s 2012-2014 DSM Plan.
® Union will earn a DSM incentive for a scorecard weighted achievement between 75% and 125% of the target.
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key priorities. The Cumulative Natural Gas Savings Metric ensures Union’s DSM programs
have been designed to pursue long-term energy savings to meet the Board’s goal of “assisting
consumers in managing their energy bills through the reduction of natural gas consumption™®.
The HRR Participant Metric reflects multiple objectives, such as the Board’s key priority of
taking a holistic approach to identifying savings throughout a customer’s home, preventing lost
opportunities and pursuing long-term energy savings through a focus on thermal envelope
improvements. The proposed scorecard strikes the appropriate balance of Union’s efforts to meet
the guiding principles and key priorities as set out in the Framework and Guidelines. As noted in
the Framework, Union has placed a higher weighting on the Cumulative Natural Gas Savings
Metric recognizing that it will produce the greatest long-term benefit to customers and the

overall natural gas system. Table 4 summarizes Union’s proposed 2016-2020 Scorecards along

with a description of the proposed metrics.

® EB-2014-0134, Report of the Board, Demand Side Management Framework for Natural Gas Distributors (2015-
2020), p. 5.
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1 Table 4
2 2016-2020 Resource Acquisition Scorecard”®

2016 Resource Acquisition Scorecard

Metric Target Scorecard

Metrics Weight
Lower Band Target Upper Band
Cumulative Natural Gas Savings (m®) 832,223,742 1,109,631,656 1,387,039,570 75%
Home Reno Rebate Participants (Homes) 2,250 3,000 3,750 25%

Metric Target Scorecard

2017 Resource Acquisition Scorecard

incentive budget

Metrics Weight
Lower Band Target Upper Band
2016 Post-Audit Scorecard
) ) 3 Yield times 2017 Resource 125% of

Cumulative Natural Gas Savings (m®) 75% of Target Acquisition pre-inflation 75%
promotion and incentive Target
budget times 1.02
2016 Post-Audit Scorecard 1950 of

Home Reno Rebate Participants (Homes) 75% of Target | Yield times 2017 HRR pre- 25%
inflation promotion and Target
incentive budget

2018 Resource Acquisition Scorecard
) Metric Target Scorecard )
Metrics Weight
Lower Band Target Upper Band
2017 Post-Audit Scorecard
) ) 2 Yield times 2018 Resource 125% of

Cumulative Natural Gas Savings (m”) 75% of Target Acquisition pre-inflation 75%
promotion and incentive Target
budget times 1.02
2017 Post-Audit Scorecard 125% of

Home Reno Rebate Participants (Homes) 75% of Target | Yield times 2018 HRR pre- 25%
inflation promotion and Target

" The Post-Audit Scorecard Yield for the Cumulative Natural Gas Savings (m?) metric equates to the m3 per
promotion and customer incentive dollar spent for the year in question.

® The Post-Audit Scorecard Yield for the Home Reno Rebate Participants (Homes) metric equates to the homes per

promotion and customer incentive dollar spent for the year in question.
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2019 Resource Acquisition Scorecard

) Metric Target Scorecard )
Metrics Weight
Lower Band Target Upper Band
2018 Post-Audit Scorecard
) ] 3 Yield times 2019 Resource 125% of

Cumulative Natural Gas Savings (m®) 75% of Target Acquisition pre-inflation Tarcet 75%
promotion and incentive g
budget times 1.02
2018 Post-Audit Scorecard 125% of

Home Reno Rebate Participants (Homes) 75% of Target | Yield times 2019 HRR pre- 25%
inflation promotion and Target
incentive budget

2020 Resource Acquisition Scorecard

) Metric Target Scorecard )
Metrics Weight
Lower Band Target Upper Band
2019 Post-Audit Scorecard
) ) 2 Yield times 2020 Resource 125% of

Cumulative Natural Gas Savings (m®) 75% of Target Acquisition pre-inflation Target 75%
promotion and incentive g
budget times 1.02
2019 Post-Audit Scorecard 125% of

Home Reno Rebate Participants (Homes) 75% of Target | Yield times 2020 HRR pre- 25%
inflation promotion and Target
incentive budget

2 Union’s 2016 Resource Acquisition Scorecard targets have been established based on a bottom
3 up analysis. For further information on the target, refer to Exhibit A, Tab 3, Appendix A,

4 Sections 1.0 and 1.1 where the program offering targets and rationale are outlined in detail. As
5 discussed earlier, the 2016 Lower and Upper Band targets have been established based on 75%
6  of Target and 125% of Target respectively. Consistent with the approach outlined in the input
7 assumptions subsection above, Union will update the 2016 Resource Acquisition Scorecard

8  Targets upon completion of the TRM and NTG reviews.
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Union proposes the 2017-2020 metric targets be based on a formulaic target setting mechanism.
This approach is consistent with the Board-approved 2012-2014 Scorecards included in the EB-
2011-0327 Settlement. This formulaic approach ensures that while Union strives to achieve
exemplary results in any given year, the following year’s targets are adjusted to reflect its
performance. Union recognizes that establishing five year targets based on current market
fundamentals, historical data, internal sales and account management teams, relevant research
and current input assumptions may have inherent assumptions that may change in the future.
Therefore the formulaic approach provides flexibility for the targets to reflect the best available
information and most recent experience at the time the targets are set. The scorecard metric

descriptions and illustrative examples of the formulaic approach are outlined below.

Scorecard Metric Descriptions

Cumulative Natural Gas Savings (m°)

The Cumulative Natural Gas Savings (m®) metric measures the total natural gas saved for all
Resource Acquisition programs® delivered by Union for the term of their measure life, net of
adjustment factors (such as free ridership, spillover and persistence). The Resource Acquisition
offerings that contribute to the Scorecard can be found under the Residential and

Commercial/Industrial Program Sections at Exhibit A, Tab 3, Appendix A, Sections 1.0 and 1.1.

For 2017-2020, the Cumulative Natural Gas Savings Target will be determined by multiplying

the previous year’s Resource Acquisition Scorecard post-audit yield (m® saved per promotion

% Rate T2/Rate 100 rate classes are excluded.
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and incentive dollar spent) by the current year’s pre-inflation promotion and incentive budget.*
The result is further multiplied by 1.02, which produces the final Cumulative Natural Gas
Savings Target for the year in question. Union proposes to maintain the 2% increase in its
targets (approved by the Board in EB-2011-0327), which in turn requires Union to deliver its
Resource Acquisition programs more cost-effectively. The Lower Band will be 75% of the target
and the Upper Band will be 125% of the target™'. By using a formulaic approach, the targets will

be adjusted based on the prior year’s performance.

In instances where a new offering is being introduced during the 2017-2020 term, the offering’s
target-outlook (as outlined in Exhibit A, Tab 3, Appendix A) would be added to the calculated
target amount based on the formulaic approach. If the Residential Behavioural Offering were to
be introduced for 2017, then the Behavioural Target outlook of 4,051,007 m?, as outlined at
Exhibit A, Tab 3, Appendix A, Section 1.0, would be added to the target as established by the
formula for a final 2017 target™?. The formulaic approach will continue in the following years
which will take into account the previous year’s yield including any incremental offerings that

were introduced. As demonstrated in the illustrative example found in footnote 8, the formulaic

19 The promotion and incentive budget for scorecard target calculations do not include any incremental budget from
the cost-efficiency incentive.

Y For illustrative purposes, if Union’s 2016 post-audit achievement is 1,109,631,656 m* while spending $30.8
million dollars (promotion and incentive spend) to achieve those results, the yield would be 36.0 m® per dollar spent.
To calculate the 2017 target, the 2016 post audit yield (36.0 m%$) will be multiplied by the 2017 Resource
Acquisition promotion and incentive budget ($34.2 million) and 1.02 to equal a target of 1,255,189,380 m®.

The Lower Band will be 941,392,035 m® (75% of 1,255,189,380 m®) and the Upper Band will be 1,568,986,725 m*
(125% of 1,255,189,380 m?).

12 For example, if the scorecard target formula determined the 2017 target to be 1,255,189,380 m®, then the final
2017 target will be 1,255,189,380 m* plus 4,051,007m? (Residential Behavioural offering target) equalling a target
value of 1,259,240,387 m’.
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approach to target setting provides flexibility and is responsive to market conditions and Union’s

performance, while ensuring aggressive targets are set based on current assumptions.

Home Reno Rebate Participant (Homes)
Homes that count as a participant towards the Home Reno Rebate (“HRR”) Participant (Homes)
metric must meet the following two requirements:
1. A homeowner must complete at least two eligible renovations as outlined at Exhibit A,
Tab 3, Appendix A, Section 1.0, Table 1.
2. The aggregate of all of the homes counted towards the metric must achieve, on average,
at least a 15% reduction in annual natural gas use as determined through comparing a pre

and post energy assessment.*>

For 2017-2020, the HRR participant target will be determined by multiplying the previous year’s
post-audit yield (homes per promotion and incentive dollar spent) by the current year’s
promotion and incentive budget'*, producing the final HRR participant target for the year in
question. The Lower Band will be 75% of the Target and the Upper Band will be 125% of the
Target™. By using a formulaic approach, the targets will be adjusted based on the prior year’s

performance.

13 For detailed information on the Home Reno Rebate offering please refer to Exhibit A, Tab 3, Appendix A, Section
1.0.

1 The promotion and incentive budget for scorecard calculations do not include any incremental budget from the
cost-efficiency incentive.

15 For illustrative purposes, if Union’s 2016 post audit achievement is 3,000 homes while spending $7.2 million
dollars (promotion and incentive spend) to achieve those results, the yield would be 0.0004 homes per dollar spent.
To calculate the 2017 target, the 2016 post-audit yield (0.0004 homes/$) will be multiplied by the 2017 HRR
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3.2. Low Income Scorecard

The Low Income Scorecard measures the performance of Union’s Low Income Program
offerings. The Scorecard’s performance will be measured on three metrics: Single Family
Cumulative Natural Gas Savings (m®), Social and Assisted Multi-Family Cumulative Natural
Gas savings (m®), and Market Rate® Multi-Family Cumulative Natural Gas Savings (m®). These
metrics have been included in Union’s Low Income Scorecard as they reflect the Board’s
guiding principles and key priorities. The Cumulative Natural Gas Savings Metrics for Single
Family and Multi-Family Offerings are focused on the pursuit of long-term energy savings and
are consistent with Union’s EB-2011-0327 Settlement. The Market Rate Multi-Family Metric
was introduced based on feedback received by stakeholders during Union’s 2016-2020
consultations, as outlined at Exhibit A, Tab 3, Appendix B. Stakeholders expressed their interest
in increasing the DSM offering focus on the multi-family private sector by introducing a
Scorecard Metric to monitor Union’s performance. Table 5 summarizes Union’s proposed

2016-2020 Low Income Scorecards along with a description of the proposed metrics.

promotion and incentive budget ($9.9 million) to equal a target of 4,098 homes. The Lower Band will be 3,073
homes (75% times 4,098 homes) and the Upper Band will be 5,122 homes (125% times 4,098 homes).
16 Market rate refers to the Low-Income private multi-family sector as outlined at Exhibit A, Tab 3, Appendix A.
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1 Table 5
2 2016-2020 Low Income Scorecards*"*®*
2016 Low Income Scorecard
) Metric Target Scorecard )
Metrics Weight
Lower Band Target Upper Band
Single Family Cumulative Natural Gas 25 763,419 34,351,225 42,939,031 60%
Savings (m°)
Social and Assisted Multi Family 11,021,832 14,695,776 18,369,720 35%
Cumulative Natural Gas Savings (m®)
Market Rate Multi Family Cumulative 1,834,422 2,445,896 3,057,370 50
Natural Gas Savings (m°)

3

2017 Low Income Scorecard

Metrics

Metric Target Scorecard

Lower Band

Target

Upper Band

Weight

Single Family Cumulative Natural Gas
Savings (m°)

75% of Target

2016 Post-Audit Scorecard
Yield times the 2017 Single
Family pre-inflation promotion
and incentive budget

125% of Target

60%

Social and Assisted Multi Family
Cumulative Natural Gas Savings (m?)

75% of Target

2016 Post-Audit Scorecard
Yieldtimes the 2017 Social and
Assisted Multi-Family pre-
inflation promotion and
incentive budget

125% of Target

35%

Market Rate Multi Family Cumulative
Natural Gas Savings (m°)

75% of Target

2016 Post-Audit Scorecard
Yield times the 2017 Market
Rate Multi-Family pre-inflation
promotion and incentive budget

125% of Target

5%

© 00 N o o1 b

" The Post-Audit Scorecard Yield for the Single Family Cumulative Natural Gas Savings (m®) metric equates to the
m3 per promotion and customer incentive dollar spent for the year in question.
'8 The Post-Audit Scorecard Yield for the Social and Assisted Multi-Family Cumulative Natural Gas Savings (m®)
metric equates to the m® per promotion and customer incentive dollar spent for the year in question.
19 The Post-Audit Scorecard Yield for the Market Rate Multi-Family Family Cumulative Natural Gas Savings (m°)
metric equates to the m* per promotion and customer incentive dollar spent for the year in question.




Filed: 2015-04-01
EB-2015-0029
Exhibit A

Tab 3

Page 27 of 73

2018 Low Income Scorecard

Metric Target Scorecard

Metrics Weight
Lower Band Target Upper Band
. . . 2017 Post-Audit Scorecard Yield times
Single Family Cumulative Natural 75% of Target | the 2018 Single Family pre-inflation 125% of Target 60%

H 3
Gas Savings (m") promotion and incentive budget

2017 Post-Audit Scorecard Yield times
Social and Assisted Multi-Family 75% of Target | the 2018 Social and Assisted Multi- 125% of Target 35%
Cumulative Natural Gas Savings (m®) Family pre-inflation promotion and
incentive budget

2017 Post-Audit Scorecard Yield times

Market Rate Multi Family 75% of Target | the 2018 Market Rate Multi-Family 125% of Target 5%
Cumulative Natural Gas Savings (m®) pre-inflation promotion and incentive
budget

1
2019 Low Income Scorecard

Metric Target Scorecard

Metrics Weight
Lower Band Target Upper Band
. . . 2018 Post-Audit Scorecard Yield times
Single Family Cumulative Natural 75% of Target | the 2019 Single Family pre-inflation 125% of Target 60%

H 3
Gas Savings (m") promotion and incentive budget

2018 Post-Audit Scorecard Yield times
Social and Assisted Multi Family 75% of Target | the 2019 Social and Assisted Multi- 125% of Target 35%
Cumulative Natural Gas Savings (m?) Family pre-inflation promotion and
incentive budget

2018 Post-Audit Scorecard Yield times

Market Rate Multi Family 75% of Target | the 2019 Market Rate Multi-Family 125% of Target 5%
Cumulative Natural Gas Savings (m®) pre-inflation promotion and incentive
budget
2

2020 Low Income Scorecard

Metric Target Scorecard

Metrics Weight
Lower Band Target Upper Band
. . . 2019 Post-Audit Scorecard Yield times
Single Family Cumulative Natural 75% of Target | the 2020 Single Family pre-inflation 125% of Target 60%

H 3
Gas Savings (m") promotion and incentive budget

2019 Post-Audit Scorecard Yield times
Multi Family Cumulative Natural Gas | 7504 of Target | the 2020 Social and Assisted Multi- 125% of Target 35%
Savings (m?) Family pre-inflation promotion and
incentive budget

2019 Post-Audit Scorecard Yield times
Percent of Multi-Family savings from | 7504 of Target | the 2020 Market Rate Multi-Family 125% of Target 5%
the Market Rate Sector (%) pre-inflation promotion and incentive
budget
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Union’s 2016 Low Income Scorecard Targets were established based on a bottom up analysis.
For further information on the target rationale, refer to Exhibit A, Tab 3, Appendix A, Section
1.4. The 2016 Lower and Upper Band targets have been established based on 75% of target and
125% of target, respectively. Consistent with the approach outlined in the input assumptions
subsection above, Union will update the 2016 Low Income Scorecard Targets upon completion
of the TRM and NTG reviews. Similar to the Resource Acquisition Scorecard, Union proposes a
formulaic target setting mechanism for the 2017-2020 scorecards. The formulaic approach
ensures that while Union strives to achieve exemplary results the following year’s targets are
adjusted accordingly to reflect past performance and current budget levels. The scorecard metric

descriptions and illustrative examples for the formulaic approach are provided below.

Scorecard Metric Descriptions

Single Family Cumulative Natural Gas Savings (m?)

The Single Family Cumulative Natural Gas Savings (m*) Metric measures the total natural gas
saved for all single family offerings delivered by Union for the term of their measure life, net of
adjustment factors (such as free ridership, spillover and persistence). Exhibit A, Tab 3,
Appendix A, Section 1.4 outlines the Single Family Offerings that contribute to the Scorecard

Metric.

For 2017-2020, the Single Family Cumulative Natural Gas Savings Target will be determined by
multiplying the previous year’s Single Family Cumulative Natural Gas Savings Metric post-audit

yield (m® saved per promotion and incentive dollar spent) by the current year’s pre-inflation
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promotion and incentive budget?® which produces the final target for the year in question. The
Lower Band will be 75% of the Target and the Upper Band will be 125% of the Target®. By

using a formulaic approach, the targets will be adjusted based on the prior year’s performance.

Social and Assisted Multi-Family Cumulative Natural Gas Savings (m®)

The Social and Assisted Multi-Family Cumulative Natural Gas Savings (m®) Metric measures
the total natural gas saved for all Multi-Family Offerings delivered to the social and assisted
sector by Union for the term of their measure life, net of adjustment factors (such as free
ridership, spillover and persistence). Exhibit A, Tab 3 Appendix A, Section 1.4 outlines the suite
of Multi-Family Offerings that contribute to the Scorecard Metric. The Multi-Family target
setting approach will follow the same direction as outlined in the Single Family Cumulative

Natural Gas Savings Metric discussed above.

Market Rate Multi-Family Cumulative Natural Gas Savings (m°)

The Market Rate Multi-Family Cumulative Natural Gas Savings (m®) metric measures the total
natural gas saved for all Multi-Family Offerings delivered to the Market Rate sector by Union
for the term of their measure life, net of adjustment factors (such as free ridership, spillover and

persistence). Exhibit A, Tab 3, Appendix A, Section 1.4 outlines the suite of Multi-Family

20 The promotion and incentive budget for scorecard target calculations do not include any incremental budget from
the cost-efficiency incentive.

2! For illustrative purposes, if Union’s 2016 post-audit achievement is 34,351,225 m* while spending $7.0 million
dollars (promotion and incentive spend) to achieve those results, the yield would be 4.9 m® per dollar spent. To
calculate the 2017 Target, the 2016 post audit yield (4.9 m*$) will be multiplied by the 2017 Low Income
promotion and incentive budget ($7.3 million) to equal a Target of 35,533,215 m®. The Lower Band will be
26,649,911 m® (75% of 35,533,215 m®) and the Upper Band will be 44,416,518 m* (125% of 35,533,215 m°).
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offerings that contribute to the scorecard metric. The Market Rate Multi-Family target setting
approach will follow the same direction as outlined in the single family cumulative natural gas

savings metric discussed above

3.3. Market Transformation Scorecard

Union’s Market Transformation Scorecard will measure the performance of Union’s Optimum
Home program. Union proposes a continuation of the Optimum Home program for 2016 as
outlined at Exhibit A, Tab 3, Appendix A, Section 1.5. Based on feedback received by
stakeholders at Union’s consultative session on January 14, 2015, Union will continue to focus
on supporting enrolled builders to increase the market penetration of homes that are built to a
20% higher energy efficient standard than OBC 2012 (“Optimum Home standard”). Table 6
illustrates Union’s 2016 Market Transformation Scorecard.

Table 6

2016 Market Transformation Scorecard

2016 Market Transformation Scorecard

Metric Target Scorecard

Metrics Weight
Lower Band Target Upper Band
Homes Built (>20% above
OBC 2012) by Participating | a0/ 207 Actual 2005 Actual* | 1009

Builders

The Market Transformation Metric measures the percentage of homes built to Optimum Home
standards in relation to the total number of homes built in a program year by actual participating

builders who remain enrolled in the program.
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Union’s 2016 Market Transformation Scorecard builds on the 2015 scorecard approach as
outlined at Exhibit A, Tab 2, Section 3.4. In 2016, the Metric Target will be calculated by taking
the 2015 actual metric achievement plus 20%. The Lower Band and Upper Band metric targets
similarly will be based on 2015 actual results plus 15% and 25% respectively®>. Union’s 2016
metric Target formula has an escalator that is 5% higher than the 2015 scorecard ensuring Union
targets remain challenging as further experience is gained delivering the program. This offering
is being exited in 2016 as noted in Exhibit A, Tab 3, Appendix A, Section 1.5 and therefore no

targets beyond 2016 are proposed.

3.4. Performance-Based Scorecard

The Performance-Based Scorecard measures Union’s success in delivering evidence-based DSM
programs. The Scorecard performance will be measured through two types of metrics:
Participation and Savings. Union’s Scorecard and Metrics were developed with the Board’s key
priorities in mind in conjunction with feedback received by stakeholders encouraging Union to
pursue Performance-Based Programs. The Participation Metric ensures Union’s focus on the
guiding principle of achieving higher customer participation levels in its evidence-based
offerings of RunSmart and Strategic Energy Management (“SEM”). While the first metric
measures the breadth of the Performance-Based Program, the Savings Metric ensures long-term
savings are realized through metered analysis. Table 7 shows Union’s proposed 2016-2020

Scorecards.

22 For illustrative purposes, if Union’s 2015 metric achievement was 30% (30% of all homes built by program
participants were built to Optimum Home standards) then the 2016 Target will be 50% (30% plus 20%). The Upper
Band and Lower Band targets will be 45% (30% plus 15%) and 55% (30% plus 25%) respectively.
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2016-2020 Performance-Based Scorecards

2016 Performance-

Based Scorecard

) Metric Target Scorecard )
Metrics Weight
Lower Band Target Upper Band
RunSmart Participants 19 25 31 50%
SEM Participants 2 3 4 50%

2017 Performance-Based Scorecard

. Metric Target Scorecard .
Metrics Weight
Lower Band Target Upper Band
- 75% of 2016 Actual 0 0
RunSmart Participants Target times 125% 125% of Target 20%
RunSmart Savings (%) 5% 10% 15% 60%
SEM Participants 2016 Actual | 2016 Actual +2 | 2016 Actual + 4 20%

2018 Performance-Based Scorecard

. Metric Target Scorecard .
Metrics Lower Band Target Upper Band g
.- 75% of 2017 Actual 0 0
RunSmart Participants Target times 125% 125% of Target 10%
RunSmart Savings (%) 5% 10% 15% 40%
SEM Participants 2017 Actual | 2017 Actual +2 | 2017 Actual +4 10%
SEM Savings (%) 4% 5% 6% 40%

2019 Performance-Based Scorecard

Metrics Metric Target Scorecard Weiaht
Lower Band Target Upper Band g
.- 75% of 2018 Actual 0 0
RunSmart Participants Target times 125% 125% of Target 10%
RunSmart Savings (%) 5% 10% 15% 40%
. 2018 Actual + 2018 Actual +
0, 0
SEM Savings (%) 2018 Actual 206 4% 50%
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2020 Performance-Based Scorecard

Metric Target Scorecard
Metrics Lower Weight
Band Target Upper Band
.- 75% of 2019 Actual 0 0
RunSmart Participants Target times 125% 125% of Target 10%
RunSmart Savings (%) 5% 10% 15% 40%
SEM Savings (%) :gttzl 2019 Actual + 2% | 2019 Actual + 4% 50%

Union’s 2016 Performance-Based Scorecard focuses on Participant Metrics as savings for these
offerings will not be realized until a full year (post implementation) of metered data is available
for analysis. In future years Union has placed greater weightings on the savings metrics,
consistent with the direction outlined in the Framework. Further information on the targets is
included in Exhibit A, Tab 3, Appendix A, Section 1.2 where the program offering targets are

discussed in further detail. The Scorecard Metric descriptions are provided below.

Scorecard Metric Descriptions

RunSmart Participants

The Participation Metric for RunSmart measures the number of customers that enter into an
agreement with Union and participate in a site walk-through within a program year. This Metric
is based on a number of customers without prior DSM participation history, consuming greater
than 50,000 m® per year of natural gas. As identified at Exhibit A, Tab 3, Appendix A, Section
1.2, the Target assumes Union successfully engages 10% of customers without prior DSM

participation history. For 2017-2020, the RunSmart participant targets will be determined by
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multiplying the previous year’s achievement by 125%. The Upper Band and Lower Band targets

will be calculated at 75% and 125% of the Target respectively®.

SEM Participants

The SEM Participation Metric measures the number of customers that enter into a five-year
agreement with Union to participate in the SEM offering, within a given program year. This
Metric is based on an eligible pool of approximately 100 contract industrial manufacturing
customers, consuming greater than 1,000,000 m® per year of natural gas. The Target assumes
Union successfully engages 15% of the target market in the first three years of the program
(approximately 15 customers by the 2018 program year). For 2017-2018, the SEM participant
targets will be determined by adding two incremental participants to the previous year’s
participation achievement. The Lower Band will become the previous year’s achievement and
the Upper Band will be calculated as the Target plus two incremental participants®*. This metric
will not be included for 2019-2020 as a five-year customer commitment is required to establish a

baseline and demonstrate savings.

23 For illustrative purposes, if Union has 25 participants in 2016 than its 2017 Target will be 31 (2016 achievement
of 25 times 1.25). Lower and Upper Band Targets will be 23 (2017 Target of 31 times 75%) and 39 (2017 Target
of 31 times 125%).

24 For illustrative purposes, if Union signs three customers to a five-year SEM agreement in 2016 than the 2017
Target will be five customers. The Lower Band target will be three participants (2016 achievement) and the Upper
Band will be seven participants (2017 Target of five plus two).
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RunSmart Savings (%)
The Savings Metric for RunSmart measures the aggregate percentage of savings achieved by the
program participant within a program year. This metric is proposed to begin in 2017, as that is
the first year that program participants will demonstrate savings. For 2017-2020, Lower Band,
Target, and Upper Band performance levels are based on the offering’s incentive design.
RunSmart’s tiered incentive structure has been designed to reward customers for savings. The
Lower Band target is established as an aggregate savings of 5% to be demonstrated by RunSmart
participants. The Target performance reflects the next tier of savings, 10%, while the Upper

Band reflects an exemplary savings of 15%.

SEM Savings (%)

The Savings Metric for SEM measures the aggregate percentage of savings achieved by the
program participants, within a program year. This metric is proposed to begin in 2018, which is
the first year that program participants will demonstrate savings. SEM performance-based
targets will change year-over-year as savings are measured on an on-going basis for participating
customers over a 5-year period. While the 2018 scorecard targets are set based on expected
savings, for 2019-2020 the targets will be established on a formulaic basis as follows: the Lower
Band is the previous year’s achievement, the Target is the previous year’s achievement plus 2%,

and the Upper Band is based on the Target plus 2%.%

% For illustrative purposes, if Union’s 2018 SEM program achieves an aggregate savings of 5% from all SEM
participants then the 2019 Lower Band will be 5%, the Target will be 7% (2018 achievement of 5% plus 2%) and
the Upper Band will be 9% (2019 Target of 7% plus 2%).
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40 DSM Incentive
As outlined in Section 5.2 of the Framework, Union’s maximum shareholder incentive (“DSM

Incentive™) is $10.45 million annually for 2016-2020 and is not subject to inflation.

The DSM Incentive will be allocated between the Resource Acquisition, Performance-Based,
Low Income, and Market Transformation scorecards based on their approved program budget
share as outlined in Section 5.2 of the Framework. The DSM Incentive allocation approach,
along with the appropriately weighted scorecards and comprehensive DSM program mix ensures
the Board’s key priorities are met. For illustrative purposes the 2016 DSM Incentive allocations
are outlined in Table 8. For 2017-2020, the DSM Incentive allocation will follow the same
methodology as outlined above.

Table 8

Maximum DSM Incentive Allocated to Each Scorecard Prior to Inflation

2016
Target Max
Budget ~ Dudget Util?ty Utility
Share : h
Incentive Incentive
($000) % ($000) ($000)
Scorecard
Resource Acquisition 30,825 70.4% 2,944 7,360
Performance-Based 548 1.3% 52 131
Low Income 11,349 25.9% 1,084 2,710
Market Transformation 1,042 2.4% 100 249
Program Sub-total 43,764 | 100.0% 4,180 10,450

As outlined in Section 5.0 of the Guidelines, a DSM Incentive will not be provided to any

scorecard that achieves an overall weighted score of less than 75% (Lower Band). Union will
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earn 40% of the maximum DSM Incentive for achieving a scorecard weighted score of 100%
(Target). The remaining 60% will be achieved for a scorecard performance above the 100%
(Target) up to a scorecard weighted performance of 125% (Upper Band). As stated in the
Guidelines, Section 5.0, the scorecard results will be linearly interpolated between the scorecard
metric target levels. The DSM Incentive amount is capped at the scorecard weighed score of

125% (Upper Band).

Beginning in 2016, Union proposes to include the DSM Incentive at Target, $4.180 million, in

rates. Customers have expressed interest in building the DSM Incentive into rates to avoid large
out-of-period adjustments when Union disposes of its non-commaodity deferral account balances.
The variance between the DSM Incentive built into rates and the actual DSM Incentive achieved
by Union will be recorded in the DSM Incentive Deferral Account (“DSMIDA”). For additional

information on Union’s treatment of the DSMIDA please see Exhibit A, Tab 3, Section 6.3.

4.1. Cost-Efficiency Incentive

Union strives for cost-efficiency in administering and delivering all of its energy efficiency
programs. In Section 5.2 of the Framework, the Board provides for a cost-efficiency

incentive. The intent of the cost-efficiency incentive is to provide the utility with greater
flexibility and resources to achieve established target levels if it can efficiently produce results.
In the event that Union is able to meet its overall annual natural gas savings target, Union will be
eligible to carry forward any remaining approved DSM budget amounts in the immediately

following year. The approved budget amounts to be carried forward will be incremental to
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Union’s approved DSM budget for the immediately following year, and can be used to help
achieve the approved targets for the following year. In the event that Union does not achieve its
annual target, Union is unable to carry forward any unspent DSM budget amounts into the

following year. These amounts will be refunded in the DSMVA.

5.0 Lost Revenue Adjustment Mechanism (“LRAM”)

Union will calculate the full year impact of its DSM programs on a monthly basis. The
volumetric impacts from its DSM programs, in that month, will be multiplied by the distribution
rate for each of the rate classes in which the volumetric variance occurred. The distribution rate
will be based on the average yearly Quarterly Rate Adjustment Mechanism (“QRAM”). For
illustrative purposes, the natural gas saving from DSM activities in January of 2016 will have 12
months of LRAM calculated based on the average QRAM rate for the rate classes that achieved
the savings whereas, the natural gas savings from DSM activities in November of 2016 will have
two months of LRAM calculated. The natural gas savings tracked in LRAM will be based on the
best available information for input assumptions resulting from the evaluation and audit process

of the program year.

6.0  Recovery and Disposition of DSM Amounts
6.1. DSM Variance Account (“DSMVA”)
Union will continue to track the variance between actual DSM spending by rate class relative to

the DSM budget included in rates by rate class in the DSMVA. Union is eligible to recover up to
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an additional 15% above its approved DSM budget. Any incremental funding can only be used
on program expenses (i.e., promotion and incentive costs, not additional utility overheads).

With the exception of the Low-income budget, the actual DSM spending will be calculated as
follows. The DSM program costs will be calculated by rate class based on the total actual DSM
spend by rate class. The customer incentive is the only element tracked at a rate class level and it
will be allocated based on the amount spent within each rate class. All other program costs that
are not tracked at the rate class level, such as promotion and administrative costs, will be
allocated by customer class (e.g. Residential, Commercial/Industrial), and assigned by rate class
based on the percentage allocation of the customer incentive costs. All portfolio-level costs that
cannot be attributed to an individual program, such as the support staff engaged in DSM
evaluation and program tracking, will be allocated to a rate class based on the percentage
allocation of the program costs by rate class. To align with Union’s ratemaking proposal
described in Exhibit A, Tab 3, Section 13, Union proposes to track the variance between the
DSM budget included in rates and actual DSM spending in Rate M4, Rate M5 and Rate M7 on a

pooled basis for 2016-2018.

The variance between the Low Income DSM budget included in rates and the actual amount
spent on Low Income DSM Programming will be recovered in proportion to the most recent
Board-approved distribution revenue by rate class. For 2016, this will be based on Union’s 2015
distribution revenue (EB-2014-0271). In Union’s view, allocating Low income DSM costs to in-
franchise rate classes using distribution revenue is a reasonable approach and is consistent with

the 2012-2014 DSM Guidelines.
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6.2. Lost Revenue Adjustment Mechanism Variance Account (“LRAMVA”)

Union will continue to track, at a rate class level, the actual impact of its DSM activities through
the LRAM Variance Account (“LRAMVA”). Union will recover the associated lost distribution
revenues by truing up the difference between the forecasted impacts included in distribution rates
and the actual impacts of its DSM activities. Consistent with Union’s 2014-2018 Incentive
Regulation Mechanism (“IRM”), LRAM is applicable to the contract rate classes (Rate M4, M5,
M7, T1, T2, 20, 100). Union will apply annually for the disposition of the balance in the

LRAMVA after the completion of the annual third party audit of its DSM programs.

6.3. DSM Incentive Deferral Account (“DSMIDA”)

The variance between the DSM incentive built into rates and the actual DSM incentive achieved
by Union will be recorded in the DSM Incentive Deferral Account. Union will apply annually
for the disposition of the balance in its DSMIDA after the completion of the annual third party
audit of its DSM programs. The DSM Incentive amounts earned by Union will be allocated to
rate classes in proportion of the amount actually spent on DSM activities on each rate class, as

per Section 5.2 of the Framework.

7.0  Cost-Effectiveness Screening

Union’s proposed cost-effectiveness screening methodology is consistent with the approach
outlined in the Framework and Guidelines. Union will be employing the Total Resource Cost-
Plus (“TRC-Plus”) test as the primary cost-effectiveness test to screen its programs beginning in

2016. As outlined in Section 9 of the Guidelines, the TRC-Plus test measures the benefits and
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costs of DSM programs for as long as those benefits and costs persist and applies a 15% non-

energy benefit adder to the benefit side of the TRC-Plus test calculation.

The TRC-Plus test will be performed at both the program and portfolio level. A Program
includes the combination of offerings available to a target market within a program type, for
example, the Residential program is made up of Home Reno Rebate, Behavioural and the ESK
offering. Union has only applied for DSM Programs that achieve, at a Program level, a TRC-
Plus screening threshold benefit/cost ratio of 1.0 or greater, except in the case of the Low Income
Programs, which is screened at a TRC-Plus ratio value of 0.70. Programs not amenable to the
mechanistic TRC-Plus screening approach, such as Union’s Market Transformation Program,

have been assessed on a case-by-case basis.

Where a change in program input assumptions is confirmed (including net equipment or program
costs, and adjustments to account for free ridership, spillover effects or persistence of savings)
which subsequently causes a Program to screen below the acceptable TRC-Plus threshold, the
results of the Program will be included towards achievement of Union’s annual DSM targets for
that year. Union would seek to adjust its Program approach from the point at which the new
input assumptions are confirmed forward to ensure Programs are cost effective. Where an
offering is causing the Program to screen below the acceptable TRC-Plus threshold, a withdrawal
period would be required to prevent customer and market disruption as well as managing

contract commitments.



10

11

12

13

14

15

16

17

18

19

20

21

Filed: 2015-04-01
EB-2015-0029
Exhibit A

Tab 3

Page 42 of 73

The Framework and Guidelines have introduced a secondary cost-effectiveness test: the
Program Administrator Cost (“PAC”) test. The PAC test will measure Union’s avoided costs
and the associated costs to administer its DSM programs. The PAC test will be used as a
secondary cost-effectiveness reference tool to help better determine which programs deliver the
most cost-effective results and, therefore, should be prioritized. Union will identify any
programs that pass the TRC-Plus test but fail the PAC test and provide rationale to support the
appropriateness of the Program. The program cost-effectiveness results can be found at Exhibit

A, Tab 3, Appendix A.

8.0  Avoided Costs

Avoided costs represent the benefits in TRC-Plus and PAC calculations (i.e., the benefits of not
having to provide an extra unit of supply of natural gas, electricity, water, heating fuel oil and/or
propane)?® and are thus integral to Program screening. In the case of the TRC-Plus test, a 15%
non-energy benefit adder is applied to total avoided costs but will not be considered a component

of avoided costs.

For 2016-2020, Union will follow a consistent methodology for calculating the avoided costs as
outlined at Exhibit A, Tab 2, Section 8. Starting in 2016, Union will discount the total avoided
costs resulting over the life of each DSM measure by using a real discount rate of 4% as

recommended by the Board, in Section 10.1 of the Guidelines.

% Only avoided natural gas costs are considered as benefits in the PAC calculation.
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Exhibit A, Tab 3, Appendix F includes a preliminary 2016 avoided costs table for natural gas,
electricity and water, that Union used for TRC-Plus and PAC screening in this Plan. The actual
avoided costs used for cost-effectiveness screening in each program year will be filed annually in

the Annual Report for the program year.

9.0 Evaluation
9.1. Evaluation Governance and Audit Approach

For 2016-2020, Union has proposed to follow the Evaluation Governance and Audit Approach as

outlined at Exhibit A, Tab 2, Section 9.

9.2. Input Assumptions

The Technical Reference Manual (“TRM?”), which is currently in development, will be a
complete listing of measures and assumptions for use by Union and Enbridge and is expected to
be completed in Q2 of 2015. Until such time as the TRM is completed in its entirety, and filed
with the Board, the Input Assumptions Spreadsheet will continue to be filed annually with the

Board and document the measure assumptions.

The Input Assumptions Spreadsheet in Tab 3, Appendix D, contains the new and updated

measure assumptions as per the most recent joint utility filing, EB-2014-0354, filed with the

Board on March 27, 2015.

The deviations from EB-2014-0354 used in Union’s 2016-2020 Plan include:
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1. Input Assumptions Spreadsheet:

e Includes free ridership values of zero for Strategic Energy Management (“SEM”) and
RunSmart, based on design of the programs; and,

e Includes an updated free ridership value of 5% for Home Reno Rebate for 2016-2020
based on a change in the base case value beginning in 2016.

2. Custom Commercial and Industrial EUL Table:
e Includes substantiated values to reflect best available information.
3. Residential and Low Income EUL Table:

e Includes a new column to outline assumptions for 2016-2020 which reflects an
updated EUL value for Home Reno Rebate based on a change in the base case value
for this time period; and,

¢ Includes a value for the Residential Behavioural Offering for the 2016-2020 time

period.

9.3. Adjustment Factors for Screening

Free Ridership and Spillover Effects

Union’s Definition of Free Ridership and Spillover Effects

Consistent with Section 7.2.1 of the Guidelines, Union views free riders as program participants
who would have installed the energy efficient measure without the influence of Union’s DSM
programs. Free ridership is not a binary concept and consequently, different levels of free

ridership exist.
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Pure or Total Free Riders: These customers would have installed exactly the same quantity and

type of equipment in the absence of the utility program.

Partial or Deferred Free Riders: These customers would have installed some equipment on their
own, but:

1. asmaller number of units and/or
2. atalower efficiency level and/or
3. ata later point in time.

The utility had some impact on the quantity, efficiency and timing.

Non-Free Riders: These customers would not have installed any equipment in the absence of the

utility.

Spillover effects: Refer to customers that adopt energy efficiency measures because they are
influenced by a utility’s related information and marketing efforts, but do not actually participate

in the program.

When the free ridership and spillover effects are combined, the result is referred to as the Net-to-
Gross Ratio. Gross impacts are the program impacts prior to accounting for free ridership and
spillover. Net impacts are the program impacts once free ridership and spillover have been

accounted for. The net-to-gross ratio is defined as 1 — (free ridership ratio) + (spillover ratio).
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Union’s Process for Accounting for Free Ridership and Spillover Effects
Union adjusts gross savings for free ridership on all programs. In 2015-2020, Union will
continue to adjust for free ridership on all programs as well as include spillover where supportive

evidence is available.

The frequency of updating free ridership and spillover values through the implementation of
evaluation studies will be determined through the annual evaluation prioritization process that

takes into account budget and program considerations.

An assessment of free ridership and spillover takes into account relevant information for Union’s
jurisdiction, program design, and program delivery. These factors should be considered when
determining whether a common or differentiated free ridership and spillover rate is applied for

Union and Enbridge.

Net-to-Gross Study — Commercial and Industrial Custom Program

In 2015 Union intends to complete a net-to-gross (“NTG”) study that will develop new free
ridership and spillover factors for commercial and industrial custom programs. The study
methodology is currently being developed by the Technical Evaluation Committee (“TEC”) and
the selected Consultant. In mid-2014 the NTG study was deferred as the 2012-2014 DSM
Guidelines (EB-2008-0346) did not provide the clarity required to confirm the study
methodology. With the imminent release of the new Framework and Guidelines from the Board,

the TEC felt it was prudent to ensure that the scope of work included the new Framework
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requirements for this project. The NTG study recommenced in Q1 2015 as Board Staff advised

the TEC to endeavour to confirm and finalize the study methodology.

The main objectives of the study include:

e Estimate program free ridership factors by prescribed market sectors and precision targets
for Union’s custom Commercial and Industrial programs. A 90/10 precision target is
preferred for both the aggregate and sector level.

e Estimate participant inside and outside spillover for the prescribed market sectors and
precision target for Union’s custom Commercial and Industrial programs.

e Provide guidance on the development of an approach for applying NTG data collected on
previous program participation to current and forward looking future DSM program

activities.

When the study is completed, Union will update its 2016 natural gas savings targets, as outlined
in Exhibit A, Tab 3, Section 2 above, to reflect the new NTG ratios. Union will apply the NTG
ratios to natural gas savings achieved on a portfolio basis, differentiated by sector where

appropriate, as determined by the NTG study on a go-forward basis.

Persistence
Persistence is the extent to which a DSM measure remains installed and is performing as
originally predicted. Persistence of DSM savings takes into account:

e how long a DSM measure is kept in place relative to its useful life;
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e the net impact of the DSM measure relative to the base case scenario;
e the impact of technical degradation; and
e the impact of potential changes in usage patterns (i.e. increases or decreases in plant

production levels).

Effective Useful Life (“EUL”), or measure life, is a term often used to describe persistence.
EUL is an estimate of the median number of years that a measure installed under a program is
still in place and operable. This is consistent with the Guidelines and the IESO’s EM&V

Protocols and Requirements v.2.0.

Union’s Process for Accounting for Persistence

i.  Union’s Prescriptive Measures

Union uses the input assumptions that are developed through the joint utility Technical Resource
manual (“TRM?”) process that are TEC endorsed and filed with the Board. The TRM is
comprised of substantiation documents that are subject to a rigorous third party review from an
independent evaluation expert as well as members of the TEC. The ‘measure life’ section
outlines the anticipated measure life (also known as EUL) which takes persistence into account
therefore a separate persistence factor is not applied on Union’s prescriptive measures.
Additionally, Union uses best practice evaluation methodology of measuring post savings
persistence for prescriptive measures that can be easily uninstalled. An example of the annual
impact evaluation is on the Energy Savings Kit (“ESK”) included in the Residential and Low

Income program offerings to quantify the number of measures contained in the Kit that were
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installed and remain installed. Energy efficient measures included in an ESK include
showerheads, kitchen aerators, bathroom aerators, and pipe wrap. The results of these
evaluations, conducted on a sample of participants, establish persistence adjustment factors to be

applied to all ESK measures claimed.

ii. Union’s Custom Measures

Union’s custom DSM project savings are determined based on the evaluation of energy use for
each customer specific project. Union recognizes that economic and market driven factors can
also influence project savings, and reflects these market impacts based on the best available

information at the time of project processing.

Where Union identifies changes within customer facilities that would impact the savings claim
for a given program year, Union adjusts its DSM results to reflect the change. For example,
where Union becomes aware that a customer who has undertaken a custom project in the
program year is closing down a plant and as a result the project savings will not materialize as
expected, Union removes the project from its DSM results. Similarly, where it is established a
plant is increasing or decreasing production, savings will reflect the best information made

available by the customer.

Where adjustments are identified within the program year, the changes are applied to the
individual project. Where adjustments are identified after-the-fact within the project sample

through the CPSV process, they are reflected in the overall realization rate, and applied to the



10

11

12

13

14

15

16

17

18

19

20

Filed: 2015-04-01
EB-2015-0029
Exhibit A

Tab 3

Page 50 of 73

overall custom project portfolio. Through this process Union ensures the custom DSM results
represent best available information at the time of the audit. However, neither Union nor its
customers are able to predict all future changes which would increase or decrease project savings
(for example the date at which a currently profitable plant may close or expand production).

Under these circumstances, economic and market driven factors cannot realistically be reflected.

Another determining factor in quantifying persistence is technical degradation which is
accounted for on a per project basis. Union accounts for persistence in custom projects with
considerations of equipment efficiencies, operating conditions and the operating life of similar or
demonstrated equipment/process performance when assessing the high efficiency case and EUL,

relative to the base case, to ensure the savings claim is accurate.

Union’s Custom EUL Guide is included in Exhibit A, Tab 3, Appendix D. This guide is based
on a combination of accredited substantiated references and qualified engineering judgement that

takes into account technical degradation.

A formal post audit persistence savings study has been noted by the Board as a priority (EB-
2013-0352, Decision and Order in the application by Enbridge for approval of the final balances
and for clearance of certain DSM Variance Accounts dated May 1, 2014) which will be

coordinated by Board Staff according to the new DSM Framework (Section 7.2).
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10.0  Research
For 2016-2020, Union will continue to follow the process as outlined at Exhibit A, Tab 2,
Section 10, for DSM related research. The Research budget for 2016-2020 is outlined at Exhibit

A, Tab 3, Section 2.

11.0 Stakeholder Consultation

As noted at Exhibit A, Tab 1, Section 7, Union took a comprehensive approach to meeting with
stakeholders both in advance of and after the release of the Framework and Guidelines. The
various sessions that Union held proved to be valuable in the development and finalization of
Union’s 2015-2020 DSM Plan. Table 9 below is a summary of the key meetings Union held
throughout 2013, 2014 and 2015:

Table 9

Summary of 2016-2020 DSM Plan Stakeholder Meetings

Date Stakeholder Engagement Items Covered

November 1, | Union initiation of 2015-2020 Union sent an email to intervenors seeking input on Union’s

2013 DSM Plan Consultation with existing program offerings as well as providing their thoughts
intervenors through a formal around any new program offerings they wanted Union to
request for Program input explore.

December DSM Consultative Meeting Ten potential new Program concepts were presented to

11, 2013 intervenors to seek input on them. These included:

e Home Labeling

On-Bill Financing

Benchmarking

Retro-commissioning

Direct Install for Small Businesses
Commercial New Construction

Strategic Energy Management

Simplified Custom

Holistic Low-Income Multi-Family Retrofit
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Fuel Switching

Five sessions

Low Income Working Group

Items discussed in these sessions included:

were held on | meetings regarding Low Income e Barriers preventing Low Income Market Rate Multi-
the following | Market Rate Multi-Family Family Property Owners from leveraging existing C/I
dates: Program
January 21, e Financial and non-financial barriers
2014 e Identification of areas/communities with a propensity
to be low income
February 19, e Building eligibility criteria
2014 e Update from Advocacy Center for Tenants Ontario
. on available research and data
April 8, 2014 e Information Received on barriers to participation in
. Enbridge’s LIMRMF Program from Property
April 25, Owners
2014 o Eligibility requirements
September e Incentives _
112014 e Tenant Education
August 13, Union and Enbridge 2015-2020 | Union and Enbridge held a joint session to discuss alignment
2014 DSM Plan Consultation on potential new Program offerings. Items discussed
included:
e Home Reno Rebate
o Residential New Construction
o Residential Behavioural
o C/I Prescriptive
e C/I Direct Install
e Strategic Energy Management
e C/I Custom
e Low Income Single Family Weatherization
e Low Income Multi-Residential, prescriptive , custom
and market rate
e Benchmarking
e Aboriginal Conservation
September Low Income Consultative Union discussed the following items with Low Income
11, 2014 stakeholders:
o Single family; marketing, screening, savings
potential, CDM collaboration and education
e  Multi-Family; tenant education, education awareness,
private market multi-family buildings, benchmarking
and program screening
January 14, Union DSM Consultative Union met with stakeholders to review the approach to the
2015 2015 Plan based on the direction from the Board to, “...roll-
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forward their 2014 DSM plans, including all programs and
parameters (i.e., budgets, targets, incentive structure) into
2015”. Union reviewed the following items with
stakeholders:

2015 Program Approach
2015 Scorecards, Targets and Budgets

February 18,
2015

Union DSM Consultative

Union met with stakeholders to review the following items
regarding the 2015-2020 DSM Plan:

Changes to the 2015 Plan based on feedback from
stakeholders at the Consultative Session held on
January 14

2016 — 2020 directional Program Proposals for
Residential, Low Income, Commercial/Industrial
Prescriptive and Market Transformation

Proposed scorecard and metrics for the Program
areas noted above

March 4,
2015

Union DSM Consultative

Union met with stakeholders to review the following items
regarding the 2015-2020 DSM Plan:

Changes to the 2016-2020 directional Program
Proposals for Residential, Low Income,
Commercial/Industrial Prescriptive and Market
Transformation based on feedback from stakeholders
at the Consultative Session held on February 18
2016-2020 directional Program Proposal for
Commercial/Industrial Custom and Large Volume
2016-2020 Resource Acquisition and Low Income
scorecards, budgets and shareholder Incentive
Residential rate impact

Conservation Demand Management Collaboration
DSM and Infrastructure Planning

DSM Tracking and Reporting System requirements

March 11,
2015

Union DSM Consultative

Union met with stakeholders to review the following items
regarding the 2015-2020 DSM Plan:

2016-2020 Program Proposal Updates for all markets
Portfolio budget
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e 2016-2020 Scorecards with proposed metrics and
formulas

e Proposed allocation of shareholder incentive across
scorecards

o Allocation of budget across rate classes

Materials for all sessions noted above including, meeting attendees, meeting invitations, agendas

and presentations can be found in Exhibit A, Tab 3, Appendix B.

12.0 Framework Considerations
12.1. Treatment of Rate T1 Customers

In 2016, Union is proposing to continue offering Rate T1 customers Commercial/Industrial
programs and include them in the Resource Acquisition Scorecard. These programs are
described in detail in Exhibit A, Tab 3, Appendix A, Section 1.1. Rate T1 is currently included
on the Large Volume Scorecard due to the timing of splitting Rate T1 into a mid-size Rate T1
class and a large Rate T2 class. The programs offered to Rate T1 customers are different than the
programs offered to Rate T2 and Rate 100 customers and continue to be consistent with the
Commercial/Industrial Custom Offering on the Resource Acquisition Scorecard from 2012-2015.
Union is proposing to exclude Rate T1 from the definition of Large VVolume rate classes given
the significant differences between Rate T1 and Rate T2 in terms of daily contracted demand and
annual consumption. Rate T1 customers are similar in composition to customers in Union’s Rate
M4 and Rate M7 rate classes. Further, the Rate T1 rate class is similar to Enbridge’s Rate 100

rate class, which is also not included in the definition of Large VVolume rate class within the
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Board’s Framework. Accordingly, the Rate T1 rate class should be treated consistently with

Rate M4 and Rate M7 and Enbridge’s Rate 100.

This section of evidence is organized as follows:
1. The 2013 Board-approved Rate T1 redesign
2. Timing of DSM Proceedings relative to Rate T1 redesign
3. Comparison of the Rate T1, Rate T2, Rate M4 and Rate M7 rate classes

4. Comparison of Rate T1/Rate T2 to Enbridge’s Rate 100/Rate 125

1. 2013 Board-approved Rate T1 Redesign

In EB-2011-0210 (Union’s 2013 cost of service proceeding), Union proposed to split the existing
Rate T1 rate class into a new Rate T1 mid-market rate class and a new Rate T2 large-market rate
class. Union proposed to split Rate T1 to better align cost incurrence and cost recovery by
recognizing the differences in distribution demand and distribution customer-related costs
between small Rate T1 and large Rate T1 customers. The proposed split also addressed the
significant diversity in daily contracted demand and firm annual consumption that existed

between small and large customers within the Rate T1 rate class.

In its EB-2011-0210 Decision, dated October 25, 2012, the Board approved the split of Rate T1
into a new Rate T1 rate class and a new Rate T2 rate class, effective January 1, 2013. As a result

of the Board’s Decision, Union was able to address the significant diversity in daily contracted
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demand and firm annual consumption that existed within the previous Rate T1 rate class through

the introduction of Rate T2.

The 2013 Board-approved average firm daily contracted demand in Rate T1 is approximately
56,000 m*/day, while the 2013 Board-approved average firm daily contracted demand in Rate T2
is approximately 890,000 m®/day (or 16 times greater). Similarly, the average firm annual
consumption in Rate T1 is approximately 13,000,000 m®/year, while the average firm annual
consumption in Rate T2 is approximately 200,000,000 m*/year (or 15 times greater). Please also
see Table 10 below.

Table 10

Summary of Rate T1 — 2013 Board-approved Firm Contracted Demand and Firm Annual
Consumption with and without Rate T1 Redesign

Rate T1 Redesign
. . 2013 Rate T1
Line Particulars without Redesign
No. Rate T1 Rate T2
(@) (b) (c)
Firm
1 Contracted | MIN 9,300 9,300 165,000
2 Demand MAX 2,755,000 140,000 2,755,000
3 (m*/day) AVG 343,191 55,812 889,212
4 MED 67,800 48,750 669,000
5 Annual MIN 4,640,210 4,640,210 22,590,890
6 Firm MAX 836,320,120 42,600,000 836,320,120
7 Volume AVG 78,383,593 12,795,770 199,721,065
8 (m®) MED 13,628,490 10,726,120 146,616,000
Note:  Table 1 above is Table 15 in EB-2011-0210, Exhibit H1, Tab 1, Page 40,
updated: 2012-07-13.
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Given the significant differences between Rate T1 and Rate T2, classifying both rate classes as
Large Volume is not appropriate. As described in more detail below, the composition of the

Rate T1 rate class is similar to Union’s Rate M4 and Rate M7 rate classes.

2. Timing of DSM Proceedings relative to Rate T1 redesign

Union’s 2012-2014 DSM Plan (EB-2011-0327) was filed on September 23, 2011, prior to the
filing of Union’s EB-2011-0210 evidence in which it proposed to split Rate T1. In its 2012-2014
DSM Plan Union introduced a separate Large VVolume balanced scorecard to provide additional
transparency for the targets and rate impacts for customers in Rate T1 and Rate 100. As part of
the EB-2011-0327 Settlement Agreement, Union agreed to file a new Large Industrial Rate T1/

Rate 100 DSM plan for 2013 and 2014.

Union filed its 2013-2014 Large Volume DSM Plan (EB-2012-0337) on August 31, 2012. The
plan was premised on the old Rate T1 rate class, as the Board had not approved Union’s Rate
T1/Rate T2 proposal at that time. Rate T1 continued to be included in the Large Volume
balanced scorecard, however, it was proposed it be treated differently than Rate T2 and Rate 100
in the 2013-2014 Large Volume DSM Plan. Union proposed that Rate T1 customers maintain
access to an aggregate pool of customer incentives throughout the year, while Rate T2 and Rate
100 would change to a Direct Access budget mechanism. The Board approved Union’s

proposals in its March 19, 2013 Decision.
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3. Comparison of the Rate T1, Rate T2, Rate M4 and Rate M7 rate classes

The composition of the new Rate T1 rate class is more similar to Union’s Rate M4 and Rate M7

rate classes than to Rate T2.

2013 Board-Approved Contracted Demand and Annual Consumption
As described above, the 2013 Board-approved average firm daily contracted demand in Rate T1
is approximately 56,000 m®/day, while the average firm daily contracted demand in Rate T2 is

approximately 890,000 m*®/day (or 16 times greater).

The 2013 Board-approved average firm daily contracted demand in Rate M4 is approximately
11,000 m*/day, which is comparable to the Rate T1 average firm daily contracted demand of
56,000 m*/day. The average Rate T1 firm daily contracted demand is only five times greater
than the average firm daily contracted demand in Rate M4, while in contrast, the Rate T2
average firm daily contracted demand is 16 times greater than Rate T1 and 80 times greater than

Rate M4.

Further, the 2013 Board-approved average firm annual consumption in Rate T1 is approximately
13,000,000 m*/year, while the average firm annual consumption in Rate T2 is approximately

200,000,000 m*/year (or 15 times greater).

The 2013 Board-approved average firm annual consumption in Rate M4 is approximately

2,650,000 m®/year, which is similar to the Rate T1 average of 13,000,000 m*/year. The average
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Rate T1 firm annual consumption is only five times greater than the average firm annual
consumption in Rate M4, while in contrast, the Rate T2 average firm annual consumption is 15

times greater than Rate T1 and 75 times greater than Rate M4. Please see Table 11 below.

Table 11

Summary of 2013 Board-approved - Firm Contracted Demand and Firm Annual Consumption
Rate T1, Rate T2, Rate M4 and Rate M7

Line Particulars
N Rate T1 Rate M4 Rate M7 Rate T2
0.
(a) (b) (© (d)
Firm
1 Contracted MIN 9,300 4,800 60,000 165,000
2 De%a”d MAX 140,000 50,000 820,000 2,755,000
3 (m7day) | ave 55,812 11,317 127,371 889,212
4 MED 48,750 7,500 85,000 669,000
5 MIN 4,640,210 700,800 2,475,880 22,590,890
6 Annual Firm | MAX 42,600,000 14,400,000 52,235,000 836,320,120
7 Volume (M%) | AvG 12,795,770 2,652,236 15,392,376 199,721,065
8 MED 10,726,120 1,950,010 10,844,140 146,616,000
Notes: Rate T1 and Rate T2 reflect the Board-approved rate redesigns implemented in 2013 and
based on the 2013 approved forecast.
Rate M4 and Rate M7 reflect the Board-approved rate redesigns implemented in 2014 and
based on the 2013 approved forecast.

Rate Class Eligibility
As described above, the Board-approved rate class eligibility for Rate M4, Rate M5 and Rate M7

changed effective January 2014. Rate T1 customers can meet the rate class eligibility for either
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Rate M4 or Rate M7 depending on their level of firm daily contracted demand. Accordingly,

Rate T1 customers have the ability to remain in the semi-bundled Rate T1 service or select the

bundled Rate M4 or Rate M7 services. Rate T1 customers cannot meet the rate class eligibility

requirements for Rate T2. Please see Table 12 below for a summary of the rate eligibility

criteria for Rate T1, Rate M4, Rate M7 and Rate T2.

Table 12

Rate Class Eligibility

Line Particulars
N Rate T1 Rate M4 Rate M7 Rate T2
0.
) (@) (b) (c) (d)
Firm
Contracted
Demand MIN n/a 2,400 60,000 140,870
(m¥day) | MAX | 140,870 | 60,000 nfa nia

Finally, in Section 6.2 of the DSM Framework, the Board describes Rate T1, noting that:

“Customers in this rate class include manufacturing plants, chemical plants, large

processors/greenhouses and small specialty steel plants™.

The Rate M4 and Rate M7 rate classes include similar types of customers as the Rate T1 rate

class. Specifically, Rate M4 and Rate M7 include manufacturers, chemical plants and large

processors/greenhouses. Many customers qualify for the volumetric requirement of the Rate T1

rate of 2,500,000 m®/year, but choose to remain in Rate M4 or Rate M?7.
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The rationale for remaining as a bundled customer in Rate M4 or Rate M7 is varied. Some
customers prefer the ease and convenience of the bundled balancing service over the semi-
unbundled Rate T1 service. The savings of associated with T1 service are not significant (as a
total cost of their annual natural gas costs) and would be partially offset by the costs of having a
third party energy manager administer the storage balance on a daily basis. Other customers
choose to remain bundled to keep their energy contract as simple as possible as the energy
contract is not within their area of expertise. There are several customers that have multiple
locations, some of which would qualify for the T1 rate while others would not. In these
instances, it is easier for them to manage the energy portfolio if all customers are part of the

same rate, or at least manage to the same balancing parameters.

In summary, similar types of customers of comparable size are included in Rate M4, Rate M7

and Rate T1. In effect, Rate T1 service is interchangeable with Rate M4 or Rate M7 service

depending on the customer’s preference for a fully bundled service or a semi-bundled service.

4. Comparison of Rate T1/Rate T2 to Enbridge’s Rate 100/Rate 125

In addition to the similarities between Union’s Rate T1, Rate M4 and Rate M7 described above,
the rate class eligibility for Rate T1 is also similar to Enbridge’s Rate 100 eligibility. Enbridge’s

Rate 100 is not defined as a Large VVolume rate class in the Board’s DSM Framework.

Specifically, the Rate T1 rate class has a maximum firm daily contracted demand of up to

140,870 m¥day. This rate class eligibility is similar to Enbridge’s Rate 100, which requires a
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maximum daily volume of not less than 10,000 m*and not more than 150,000 m*. In Union’s
view, given the similarities between Rate T1 and Enbridge’s Rate 100, it is not appropriate for
Rate T1 customers to be defined as a Large VVolume rate class while similar customers in

Enbridge’s Rate 100 are not.

By comparison, Union’s Rate T2 rate class has a minimum firm daily contracted demand of
140,870 m®day and no maximum firm daily contracted demand. The Rate T2 rate class
eligibility is similar to Enbridge’s Rate 125 rate class, which requires a minimum firm daily
contracted demand of 600,000 m3/day and also has no maximum firm daily contracted demand.

Both Rate T2 and Enbridge’s Rate 125 are defined as Large Volume in the DSM Framework.

Please see Table 13 below for a comparison of Rate T1/Rate T2 and Enbridge’s Rate 100/Rate

125 firm daily contracted demand requirements.

Table 13

Comparability of Union and Enbridge Firm Rate Eligibility

Line Union Enbridge Union Enbridge
No. Particulars Rate T1 (1) Rate 100 (2) Rate T2 (1) Rate 125 (2)
(@) (b) (© (d)
1 Minimum CD n/a 10,000 140,870 600,000
2 Maximum CD 140,870 150,000 n/a n/a
Notes:

1) Union's Rate T1 and Rate T2 parameters per EB-2011-0210.
2 Enbridge's Rate 100 and Rate 125 parameters per EB-2014-0276 Rates Handbook.
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In summary, based on the significant differences between Rate T1 and Rate T2, the similarities
of Rate T1 with bundled contract rates M4 and Rate M7 and the comparison of large volume rate
classes between Union and Enbridge, Union is proposing to include Rate T1 in the

Commercial/Industrial DSM programs within the Resource Acquisition Scorecard.

12.2. Fee-for-Service

Union accepts the need articulated in the Framework to reduce the scale of ratepayer impact and
potential cross-subsidization between ratepayers. However, Union has concluded that it should
not offer a program based on fee-for-service consulting services on energy management for the
following reasons:

e It would not be appropriate to develop fee-for-service offerings with Board-approved
regulated rates when these services are already offered competitively in the market.

e Making reliable determinations of the actual natural gas savings from projects Union
participates in would be required for Union to track savings for the purpose of
determining a performance incentive. It would not be justifiable for a customer to devote
staff resources to this activity without receiving a customer incentive.

e Reporting and receiving a performance incentive based on customer savings achieved as
a result of fee-for-service consulting would constitute a potential conflict of interest for

Union.
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e Consultations with Large Volume customers showed that the nature of Union’s technical
contacts’ interactions with the customer’s energy team members and other staff does not

lend itself to a fee-for-service approach.

Instead, based on direct customer input, Union has determined that it is appropriate for Union to
offer a multi-year ratepayer-funded Rate T2/Rate 100 program. The scope of the proposed
program would be significantly narrower than in the past, focusing on those items customers
have identified as most important. The program cost would also be significantly reduced. A
program of this nature will support large volume customers by ensuring a continued focus on
energy efficiency by providing training and resources that will sustain the efforts to date. In
view of the demonstrated high participation rates in the prior years’ ratepayer-funded programs,
the results of customer consultations in February and March 2015, and contributing to the
achievement of Goal (ii) in Section 1.4 of the Framework to “Promote energy conservation and
energy efficiency to create a culture of conservation”, Union believes this is a natural and
appropriate evolution of the DSM programs for this market. Union proposes the following:
e Continuing specialized technical support and equipment audits by qualified Union
Professional Engineers on an as-requested basis.
e Coordinating and delivering training on energy near plant locations or online to minimize
customer staff time away from the plant.
e Eliminating customer incentive payments for studies, capital or operations &
maintenance equipment investments (as outlined in Framework).

e Eliminating costs associated with energy saving targets and performance measurement.
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e Eliminating Rate T2/Rate 100 energy savings targets and Union’s performance incentive.

12.3. Pay-for-Performance

Union will begin to investigate a pay-for-performance mechanism, combining both the cost
recovery and shareholder incentive into one standard rate. Union’s approach to assessing pay-
for-performance will include a jurisdictional scan to determine if it has been prevalent in other
jurisdictions in North America and to identify industry best practices. Union will review the
approach used in the CDM Framework and will continue to leverage electric LDCs’ experience
as their pay-for-performance approach develops. In addition, Union will examine the associated
strengths, risks, impacts and limitations of this approach to guide the potential development of
the structure. An in-depth quantitative analysis of Union’s current programs will be conducted to
determine which programs are conducive to a pay-for-performance approach and the appropriate
rate ($/m3) will be determined. This includes detailed financial modeling to determine the costs
and results of a pay-for-performance structure for various scenarios based on past historical
results and projected results. If deemed appropriate, Union will put forth a proposal for the Board

to consider at the mid-term review.

13.0 Rate Impacts
Guiding Principle 2 of the Framework states: ““Achieve all cost-effective DSM that result in a
reasonable rate impact.”” The purpose of this evidence is to describe the rate impacts for all rate

classes participating in Union’s DSM programs.



10

11

12

13

14

15

16

17

18

19

20

21

22

Filed: 2015-04-01
EB-2015-0029
Exhibit A

Tab 3

Page 66 of 73

This section of evidence is organized as follows:
1. Bill Impacts

2. Rate M4, Rate M5 and Rate M7 Proposal

1. Bill Impacts

At Section 4.2 of the Framework the Board states:
“Therefore, the Board has determined that for DSM activities between 2015 and 2020,
the gas utilities’ annual DSM budgets should be guided by the simple principle that DSM
costs (inclusive of both DSM budget amounts and shareholder incentive amounts) for a
typical residential customer of each gas utility should be not greater than approximately

$2.00/month.”

Please see Exhibit A, Tab 3, Appendix E, Schedule 1 for a summary of the 2016 to 2020 DSM
costs to be recovered in rates, including the 100% target incentive, compared to the 2015 DSM

budget included in current approved rates.

For the purposes of determining the bill impact for an average residential customer, Union
compared the 2015 DSM budget included in current approved rates to the proposed 2020 DSM

budget, including the 100% target incentive.

In comparison to 2015 Board-approved rates per EB-2014-0356 (Union’s January 2015 QRAM),

the annual bill impact for the average Rate M1 residential customer in Union South consuming
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2,200 m* per year is an increase of approximately $15 by 2020. In 2020, the average Rate M1
residential customer will pay approximately $23 per year or $1.92 per month in DSM costs. This

amount represents approximately 3.1% of the current approved bill.

For the average Rate 01 residential customer in Union North consuming 2,200 m* per year, the
bill impact is an increase of approximately $17 by 2020. In 2020, the average Rate 01 residential
customer will pay approximately $26 per year or $2.20 per month in DSM costs. This amount

represents approximately 2.6% of the current approved bill.

In accordance with the Framework, by 2020 the average residential customer in Union’s
franchise will pay approximately $24 per year or $2.00 per month in DSM costs. Please also see
Exhibit A, Tab 3, Appendix E, Schedule 2, lines 1, 6 and 15 for the bill impacts for the average

residential customer in 2020.

The 2020 bill impacts for Union’s other in-franchise rate classes where it offers DSM programs
range from DSM costs representing between 0.1% to 8.6% of the current approved bill.
Specifically, 2020 DSM costs in Rate 100 will represent 0.1% of the current approved bill, while
2020 DSM costs in Rate M7 will represent 8.6%. With the exception of Rate M7, the bill
impacts associated with Union’s DSM programs in other in-franchise rate classes are consistent
with the impacts to the average residential customer. DSM costs representing 8.6% of a typical
Rate M7 bill in 2020 are not reasonable. Union’s proposal to address the Rate M7 bill impacts is

described below.
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Please see Exhibit A, Tab 3, Appendix E, Schedule 2 for the 2020 bill impacts for all in-

franchise rate classes where Union offers DSM programs.

At Section 4.2 of the Framework the Board further states:
“For each program proposed by the gas utilities, they should also include anticipated overall
cost impacts (budget and shareholder incentive) for a typical customer in each rate class,
and projected monthly and annual bill reductions for a typical participant and the overall

costs borne by a typical non-participating customer. ”

Union has forecasted annual natural gas savings from 2016 to 2020 based on the expected
number of participating customers by rate class. To determine the projected annual and monthly
bill reductions for a typical participating customer by rate class, Union has calculated the average
annual volume savings per customer in each rate class and multiplied the savings by the average

unit rate associated with the variable portion of a customer’s bill.

For the average Rate M1 residential customer in Union South participating in Union’s DSM
programs, Union estimates annual volume savings of 65 m® in 2020. Based on the variable
portion of a Rate M1 residential customer’s bill, the annual volume savings of 65 m3 result in a
bill reduction of approximately $15 per year or $1.23 per month. This bill reduction represents
one year of natural gas savings and does not reflect customer incentives received or other utility

savings (e.g. electricity, water). As described above, the average Rate M1 residential customer
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will pay approximately $23 per year or $1.92 per month in DSM costs in 2020, regardless of

their participation in Union’s DSM programs.

For the average Rate 01 residential customer in Union North participating in Union’s DSM
programs, Union estimates annual volume savings of 65 m® in 2020. Based on the variable
portion of a Rate 01 residential customer’s bill, the annual volume savings of 65 m3 result in a
bill reduction of approximately $23 per year or $1.91 per month. This bill reduction represents
one year of natural gas savings and does not reflect customer incentives received or other utility
savings (e.g. electricity, water). As described above, the average Rate 01 residential customer
will pay approximately $26 per year or $2.20 per month in DSM costs in 2020, regardless of

their participation in Union’s DSM programs.
Please see Exhibit A, Tab 3, Appendix E, Schedule 4 for the annual and monthly bill reductions
associated with the estimated annual volume savings by rate class in comparison to the DSM

costs included in rates.

2. Rate M4, Rate M5 and Rate M7 Proposal

As noted above, 2020 DSM costs will represent 8.6% of a typical Rate M7 bill based on current
approved rates. Similarly, 2020 DSM costs will represent approximately 4.2% of the current

approved Rate M4 bill and 2.4% of the current approved Rate M5 bill. 2020 DSM costs in Rate
M7 in proportion to the current approved bill are approximately two times greater than Rate M4

and three times greater than Rate M5. The discrepancy between the proportion of DSM costs in
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Rate M7 as compared to Rate M4 and Rate M5 is the result of rate class eligibility changes

approved by the Board in EB-2011-0210, effective January 1, 2014.

Background

In EB-2011-0210, Union proposed to lower the rate class eligibility criteria for the mid-market
bundled contract rate classes (Rate M4 and Rate M5) and the large volume bundled contract rate
class (Rate M7), effective January 1, 2014. In particular, Union proposed to lower the Rate M7
eligibility to a daily contract demand of 60,000 m® from 140,870 m®. This minimum daily
contracted demand for Rate M7 aligned with the proposed maximum daily contracted demand
for Rate M4 and Rate M5. In its EB-2011-0210 Decision, the Board approved Union’s proposed
rate class eligibility changes. As a result of this change, 22 Rate M4 and Rate M5 customers in
Union’s 2013 Board-approved forecast were required to move to Rate M7 effective January 1,

2014.

During its 2014 to 2018 Incentive Regulation Mechanism (“IRM”), Union’s rates are set based
on the 2013 Board-approved volume forecast, subject to specific volume adjustments related to

changes in normalized average consumption (“NAC”) and DSM savings (“LRAM”) only.

Union’s ratemaking process during IRM does not recognize the annual volumes (i.e. billing
units) associated with the transition of 22 customers from Rate M4 and Rate M5 to Rate M7,
while Union’s proposed 2016 to 2020 DSM budget reflects the current number of customers in

all three rate classes. The 2013 Board-approved volumes associated with the 22 customers that
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transitioned to Rate M7 are approximately 300,000 10°m?, or two times greater than the 2013
Board-approved Rate M7 volumes of 147,000 10°m®. As a result, in the absence of Union’s
proposal, the proportion of DSM costs in a Rate M7 customer’s bill would be substantially

higher than in Rate M4 or Rate M5.

Union’s Proposal

To address the discrepancy between the proportion of DSM costs in Rate M7 compared to Rate
M4 and M5, Union proposes to pool the proposed DSM costs for these three rate classes and
reallocate the costs in proportion to 2015 approved billing units. Union is proposing this

approach for ratemaking purposes from 2016 to 2018.
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Re-Allocation of Proposed DSM Budget for Rate M4, M5, and M7

Rate Class Specific DSM Unit Rate

Common DSM Unit Rate

2020 2020 2020 2020
Proposed Proposed Percent Proposed Proposed Percent Change in
Line DSM Budget DSM Rates Of Bill DSM Budget DSM Rates Of Bill DSM Budget
No. Particulars ($000s) (cents/m3) (%) ($000s) (cents/m3) (%) ($000s)
@ (b) (© (d) Q] ® (9)=(d-a)
1 RateM4 3,637 0.9532 4.2% 3,200 0.8385 3.7% (438)
2 RateM5 2,609 0.5099 2.4% 4,291 0.8385 4.0% 1,682
3 Rate M7 2,415 1.7292 8.6% 1171 0.8385 4.2% (1,244)
4 Total 8,661 8,661
1
2
3 Asshown in Table 14 above, combining and reallocating the proposed 2020 DSM costs for Rate
4 M4, Rate M5 and Rate M7 results in similar proportions of DSM costs in all three rate classes.
5  Specifically, Union’s proposal reduces the DSM costs allocated to Rate M7 from $2.415 million
6 to$1.171 million (or $1.2 million) and decreases the proportion of DSM costs in the current
7 approved bill from 8.6% to 4.2%.
8
9 For Rate M4, Union’s proposal decreases the allocated DSM costs from $3.637 million to $3.200
10  million (or $0.4 million) and decreases the proportion of DSM costs in the current approved bill
11 from 4.2% to 3.7%.

12
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For Rate M5, Union’s proposal increases the allocated DSM costs from $2.609 million to $4.291
million (or $1.7 million) and increases the proportion of DSM costs in the current approved bill

from 2.4% to 4.0%.

Please see Exhibit A, Tab 3, Appendix E, Schedule 3 for the 2020 bill impacts for all in-

franchise rate classes, including Union’s Rate M7 proposal.

Union is also proposing to revise the DSMVA deferral account disposition treatment for Rate
M4, Rate M5 and Rate M7 for 2016 to 2018. To align with Union’s ratemaking proposal
described above, Union proposes to track the variance between the DSM budget included in rates

and actual DSM spending in Rate M4, Rate M5 and Rate M7 in the DSMVA on a pooled basis.

At its next cost of service proceeding, when Union’s volume forecast reflects the current
approved rate class eligibility for the Rate M4, Rate M5 and Rate M7 rate classes, Union will
include the DSM budget in rates consistent with the proposed 2016 to 2020 DSM budget. This
approach will ensure that the DSM costs included in rates and the DSM plan are aligned and
eliminate the requirement to pool the DSM costs for these rate classes, as proposed for 2016 to

2018.
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APPENDIX A: PROPOSED 2016-2020 DSM PROGRAMS
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Resource Acquisition

1.0 Residential Program

Union’s proposed 2016-2020 Residential Program builds on the success of the existing
Residential offerings while incorporating new offerings and elements. The changes proposed are
in response to the guiding principles and key priorities outlined in the Framework and Guidelines
and Union’s experience in delivering DSM offerings to the Residential market. Additionally,
Union has considered stakeholder feedback regarding its next generation residential DSM
program.

Union will expand the Home Reno Rebate offering across the Union franchise area, and will
continue to develop its Service Organization and contractor network to generate participant leads
and provide an effective and efficient customer experience start-to-finish. In 2016, Union will
introduce a bonus incentive and raise the maximum rebate allowance per home. These rebate
adjustments are designed to encourage residential customers to pursue all identified natural gas
savings opportunities in their home.

Union will introduce a behavioural offering in late 2016. This offering will be delivered through
Home Energy Reports sent to residential customers with relatively high natural gas use, and will
include an Online Portal available to all residential customers. The offering will provide
customers with relevant natural gas usage comparisons and actionable recommendations to drive
natural gas savings, as well as serve as a channel to drive participation in Union’s Home Reno
Rebate and Energy Savings Kit (“ESK”) offerings.

Union’s ESK offering will continue to be delivered through the most cost-effective channels and
will act as a complement to the Home Reno Rebate and Behavioural offerings. Union has
decreased its focus on ESK’s relative to the 2012—-2014 Plan to reflect the shift in emphasis
towards Home Reno Rebate and Behavioural.

Further details regarding Union’s Residential Program are provided below.

1.0.1 Customer Class(es) Targeted
e Residential

1.0.2 Rate Classes Targeted
e Rate M1, Rate 01
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1.0.3 Goals
e The goal of the Residential program is to provide holistic whole-home savings and broad
access to energy savings opportunities and education. The program is designed to achieve
the Board’s guiding principles and key priorities within the budget guidelines. To
optimize the program within this context, the offerings goals are to:

0 Home Reno Rebate:  Generate long term savings, avoid lost opportunities and
encourage a holistic approach to energy efficiency

o Behavioural Offering: Enhance energy literacy and promote efficient
behaviours and participation in Home Reno Rebate and
Energy Savings Kits

o0 Energy Savings Kits: Pursue cost-effective energy savings and serve as a
complement to other offerings

1.0.4 Program Strategies
e Strategies to achieve Union’s program goals include:

0 Assist participants in making informed energy decisions through support for
comprehensive home energy assessments and related energy efficiency
improvement recommendations

o Ensure information is translated into action through the provision of energy
savings measures and rebates to drive whole home retrofits

o0 Maintain engagement through the use of customized customer data to help make
customers more aware of their natural gas usage trends, benchmarking them
against their peers, and providing meaningful advice about how to improve their
energy efficiency on an ongoing basis

1.0.5 Program Offerings
The offerings delivered in the Residential Program are outlined below.

Home Reno Rebate Offering

Union introduced the Home Reno Rebate offering in 2012. The offering takes a holistic
approach to energy savings by helping homeowners understand opportunities throughout their
home and encouraging them to install multiple deep, long-lasting measures.
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Home Reno Rebate is strongly aligned with the Board’s guiding principles and key priorities,
and Union’s focus on the offering will correspondingly continue to grow, with increased planned
participation over the term of the Plan.

As well, Union envisions the Home Reno Rebate offering, in tandem with the Behavioural
offering, as a critical vehicle for increasing energy literacy amongst Residential customers.
Completing an energy assessment is not only a precursor to installing measures that result in
long-lived energy savings, but also a source of energy information that can help consumers make
informed energy choices on a daily basis.

Description

Participants of the Home Reno Rebate offering work with a partner Service Organization
to complete an initial energy assessment (known as the “D Assessment”) to establish the
home’s current energy use and identify energy saving opportunities in the home. A
critical component of the D Assessment is a blower door test that measures air tightness.
The Service Organization provides a report to the participant outlining energy saving
opportunities, along with the home’s EnerGuide rating and energy saving tips and
information.
Rebates are available for completing energy assessments and implementing opportunities
recommended from the D Assessment:
o Building envelope: air sealing and insulation (basement, attic, and exterior wall)
0 Products: furnace, boiler, water heater, window, door or skylight
After the upgrades are made, participants complete a second energy assessment (known
as the “E Assessment”) to determine energy savings.

Target Market

Home Reno Rebate offering targets residential customers in detached, semi-detached,
townhouses and individually metered row townhouses. Participants must have a natural
gas furnace/boiler.

Home Reno Rebate participants typically exhibit higher than average natural gas
consumption and live in homes built prior to 1977.

Union intends to target customers across the Union’s franchise area. In the 2012-2014
period, the offering was gradually expanded throughout central and southern Ontario.

Incentive Level

e Assessment rebates:

o Union provides a rebate for the D and E Assessments ($500), provided all of the
eligibility criteria and program rules have been met.

e Measure rebates:



[op I & NN WwWN -

10
11
12
13
14
15
16

Filed: 2015-04-01
EB-2015-0029
Exhibit A

Tab 3

Appendix A

Page 5 of 117

O Rebates are available for building envelope and ENERGY STAR measures, as
shown in Table 1 below. These rebate levels are consistent with 2015.

Table 1
Measure Rebates
Measure Rebate Description
Basement Insulation $1,000 | For adding at least R23 to 100% of basement

$500 For adding at least R12 to 100% of basement
$800 For adding at least R23 to 100% of crawl space wall
$400 For adding at least R10 to 100% of crawl space wall
$450 For adding at least R24 to 100% of floor above crawl space
Exterior Wall Insulation Add at least R9 for 100% of building to achieve a minimum of
$1,500 R12
Add at least R3.8 for 100% of building to achieve a minimum of
$1,000 R12
Attic Insulation For increasing attic insulation from R12 or less to at least R50
$500
from R12 or less
$250 For increasing attic insulation from R13 to R25 to at least R50
$500 For increasing cathedral/flat roof insulation by at least R14
Air Sealing $150 Achieve 10% or more above base target
$100 Achieve base target
Furnace/Boiler $500 For replacing low or mid-efficiency heating system with 95%
AFUE or higher condensing natural gas furnace or 90% AFUE or
higher ENERGY STAR® condensing gas boiler
Water Heater $200 For replacing water heater with ENERGY STAR natural gas
water heater with EF of 0.82 or higher
Window/Door/Skylight | $40 For each window, door or skylight replaced with ENERGY

STAR-qualified model.

0 Rebates will continue to be structured in a prescriptive manner to ensure simplicity
for participants. The predictable nature of the rebates enables participants to make
fully informed decisions, and assists Service Organizations and channel partners in
communicating accurate information.

0 Rebate amounts are based on a balancing of the rebate in proportion to the
incremental cost and m® savings potential of the measure. Rebates are highest, for
example, for measures that are both expensive and yield strong m® savings, such as

insulation.
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e Bonus Rebate
o Starting in 2016, Union intends to add a “bonus rebate” of $250 for each measure
installed beyond the first two. This rebate is designed to encourage homeowners to
pursue all energy savings opportunities available to them.

e Maximum Rebate
o Starting in 2016, Union will increase the maximum rebate payment from $2,500 to
$5,000. The cost of the assessment, measure rebates, and bonus rebates will count
toward this cap.
0 The higher rebate allowance will ensure homeowners are incented to pursue all
natural gas savings opportunities recommended to them, such as multiple insulation
measures.

Market Delivery

e Awareness and interest in the offering will be cultivated through a number of channels
including:

0 Mass-media promotion
= Radio, newspaper, and billboards/outdoor signs to build widespread
awareness, particularly in areas where Home Reno Rebate was not previously
available.

0 Targeted promotion
= Direct mail, door-hangers, etc., targeted to the homes most likely to benefit
from the offering, such as older homes (built prior to 1977) with higher than
average natural gas consumption and neighbours of Home Reno Rebate
participants that are likely to be of the same vintage.

o0 Behavioural offering
= The Behavioural offering will act as a channel to reach the target group with
timely cross-promotions and adaptive messaging, and will also help Union
establish a more thorough profile of its customers and how they use energy in
the home, which can be used in support of campaigns.

o Contractor and Service Organization network

Union will continue to develop a network that can generate participant leads and provide
an effective and efficient customer experience start-to-finish. Developing and
maintaining this network involves:
= |dentifying, pursuing, and screening Service Organizations and contractors
(e.g. heating, insulation, window/skylight, and general contractors) for
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engagement in the offering. This involves working with trade organizations,
research and one-on-one engagement.

= Providing Service Organizations, contractors, and other channel partners with
promotional material, training and ongoing engagement and coaching to help
them understand: (1) the logistics of the Home Reno Rebate offering; (2) how
to “sell” energy efficiency; and (3) how to provide a positive customer
experience.

= Assisting Service Organizations in expanding their geographic reach, and
building a supporting network of contractors.

Barriers Addressed
e Primary barriers preventing higher uptake in the market include the following:

0 High product, installation and energy assessment costs
= Union will address this barrier through the provision of financial incentives to
eligible homeowners. Incentives will be straightforward and predictable so
they can be factored into the customer’s investment decisions.

0 Lack of energy literacy amongst customers
= Union will address this barrier by advertising the benefits of energy
assessments and using a variety of educational tools to help customers
understand the connection between equipment, behaviour and one’s energy
bill and home comfort. Union anticipates educational support will also be
required at the time of the transition to EnerGuide Rating System version 15.*
This will also be supported through the complementary Behavioural offering.

o Lack of customer awareness regarding opportunities to save energy in their home,
particularly when it comes to out of sight measures such as insulation
= Union will address this barrier by requiring that participants complete an
energy assessment. Service Organizations are required to review the results of
the assessment with homeowners, and are encouraged to do this in person to
ensure the homeowner fully understands the recommendations being made.

0 Lack of channel partner expertise in selling the long-term benefits of high efficiency
= Union will address this barrier by providing training and promotional
materials to insulation contractors, HVACs, general contractors, etc., to assist
them in selling the benefits of improved energy efficiency.

! The EnerGuide for Homes rating system is the dominant method of evaluating and labeling the energy efficiency
of homes in Canada. EnerGuide will undergo an unprecedented transition during 2015 or 2016 (detailed schedule

still forthcoming). Billed as ‘EnerGuide v15.0°, the revised system will include several changes, including a shift

away from a score from 0 to 100 to a rating scale based on the actual GJ/year energy use of the home.
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0 Reluctance amongst channel partners to delay or complicate a sale by referring clients
to Service Organizations.

= Some contractors may be reluctant to refer customers to the Home Reno
Rebate offering because they feel it will impact their ability to close the
sale in a timely manner. They may also be reluctant to refer customers to
Service Organizations if they do not have an established relationship due
to concerns around how it may impact their reputation if the customer
does not have a positive experience.

0 Channel capacity
= |n order to offer Home Reno Rebate across the Union franchise area, new
Service Organization partnerships and channel relationships will need to
be established.
= Union will address this barrier through numerous forms of channel
engagement, as noted in the “Market Delivery" section above.

Behavioural Offering

Union will launch a Behavioural offering in late 2016. This offering seeks to achieve natural
gas savings by encouraging customers to change energy use decisions and actions. As well,
the offering will produce benefits for other offerings by acting as a channel to promote the
adoption of energy efficient measures and drive participation in Home Reno Rebate and
ESKs.

This offering provides natural gas usage comparisons that benchmark the customer’s
consumption against that of like peers as well as the customer’s own performance from past
months/years. To help customers action this information, the Behavioural offering provides
customized energy saving tips, and uses goal setting, progress trackers, and other coaching
mechanisms to motivate behavioural changes.

The Behavioural offering has two components:
(1) Home Energy Reports (“HER”) sent by mail and/or email to Residential customers
with high natural gas use; and
(2) An Online Portal available to all Residential customers.

Natural gas savings from the Behavioural offering are quantified by comparing the actual
natural gas use of HER participants to that of a control group. The offering is therefore
evidence based and relies on customer specific data.
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Description

Home Energy Reports
o0 HERs will be sent to a group of 300,000 residential customers consuming greater

than Union’s Normalized Average Consumption (“NAC”). These are Union’s
highest consuming residential customers.
Reports will be mailed out during the heating season (Example: two reports
during the October to December period, and two reports in the January to March
period).
Union will complete a Request for Proposal (“RFP”) process to select a vendor.
The specific report contents may vary depending on the vendor, but HERs
generally include:
= Benchmarking information, comparing the customer’s natural gas
usage to peers living in a similar geographic area with similar dwelling
characteristics;
= Historical usage information, showing the customer how much gas
they used in the most recent period compared to consumption from
past periods/years;
= Goal setting and coaching toward that goal; and,
= Tips to save energy that involve both behavioural changes and the
adoption of energy efficiency measures. Messages can also be used to
cross-promote other offerings.

Online Portal
o Similar information to the HERs will be made available to every residential

customer in a digital format through an Online Portal. Union will investigate
integrating the content into MyAccount, Union’s existing online account
management tool.

Union will seek to include an “energy assessment questionnaire” where customers
can enter household, dwelling, and equipment characteristics and receive
customized energy saving tips. The information will also be used by Union to
refine benchmarking information and adaptive messaging, and to ensure the
information presented in the Online Portal and HERs is relevant and meaningful
to the customer.

Target Market

All Residential customers (both those enrolled in HERs and those not) will have
access to the Online Portal.

HERs will be sent to 300,000 of the highest consuming Residential customers. This
group was selected for participation due to several factors, including:

0 The opportunity to save energy is greater amongst high usage customers and by

targeting this group, Union will achieve greater cost-effectiveness;
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o0 Higher usage customers are more likely to notice the impact of Behavioural
changes on their natural gas bill, helping them stay engaged in the offering over
time; and,

0 High usage customers are good candidates for the Home Reno Rebate offering,
allowing Union to make the most of cross-promotional/lead generation
opportunities.

HERs participation will operate on an “opt-out” basis, with participants automatically

signed up based on their consumption.

Incentive Level

There is no direct financial market incentive to customers for this offering. Action on
behalf of the customer is driven by intrinsic motivators (such as social
norms/neighbour comparisons, commitments, and aversion to loss) as opposed to
financial incentives.

Market Delivery

Union will enroll 300,000 high-use Residential customers in HERSs, initially
providing print reports to customers that receive their Union Gas bill by mail, while
experimenting with digital reports sent by email to customers that are enrolled in
paperless billing. Union also anticipates providing all HERs participants the option to
switch from print reports to email and vice versa. All Residential customers (both
those enrolled in HERs and those not) will have access to the Online Portal.

Messages, recommendations, and peer comparisons will be targeted based on internal
data, such as the customer’s consumption patterns, and data purchased from the
Municipal Property Assessment Corporation (“MPAC”). MPAC data, such as the
age and size of the home is necessary to ensure that information presented to the
customer is meaningful and relevant, and benchmarks are realistic. Union can also
leverage this data to support Home Reno Rebate, focusing promotions on customers
with housing characteristics that make them more likely to participate.

Union anticipates refining the offering over time by using program analytics to
understand what works and what does not. Similarly, new outreach strategies to keep
participants engaged and interested may need to be layered into the offering over
time. Possibilities include:
o Competitions and pledges
= Contests pitting individual customers, teams or communities against
each other to save energy. Progress toward winning or achieving goals
can be charted in much the same way as with multiplayer
competitions.
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o Co-creation through social media
= Sharing tools to allow customers to communicate with friends about
energy and compare usage on social media sites such as Facebook and
Twitter. Participants help create content for the offering by submitting
pictures, stories and tips.
o0 Story-telling
= The sharing of personal energy efficiency stories through testimonials
and interviews can be used to help motivate and inspire peers.
o0 Special offers and contests
= Coupons, contests and other special offers to keep customers engaged
or to reward participants who reach their energy efficiency goals or
demonstrate improvement.

Barriers Addressed
e Primary barriers to achieving energy savings include:

o Customers are not aware of how behavioural factors are linked to energy usage
and energy costs, or they think they are already energy efficient.
= The Behavioural offering addresses this barrier by benchmarking
natural gas usage against similar and/or high-performing “neighbours”
to evoke norms about the desirability of energy efficiency and help
customers make connections between the choices they make every day
and their energy bill.
= For those customers willing to take actions that will reduce
consumption, but don’t know where to start, HERs provide that
information by tailoring recommendations to each specific customer.
Union has the ability to inform customers of opportunities, products,
and services that align with their interest and values.

o With low natural gas prices, and increasing electricity prices, customers are less
focused on natural gas efficiency. Customers may not feel the potential for dollar
savings from behavioural changes warrants attention.

= Through the use of social norms, commitments, and aversion to loss
this program offering encourages customers to take action.

0 Repetitive behaviours are difficult to promote. Actions must be developed into
new habits that last over time, which requires commitment and long-term
engagement.

= Union, working with a vendor, will leverage insights from social and
behavioral sciences to build a thoughtful engagement model. The
Market Delivery section above details a number of creative approaches
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Union may pursue to help make energy efficiency top of mind a part
of daily routines.

Energy Savings Kit (“ESK’) Offering

ESKSs have been offered since 2000. As the focus of the Residential Program continues to shift
towards Home Reno Rebate and Behavioural, the focus on the ESK offering will be significantly
reduced relative to the 2012-2014 DSM Plan. However, as a mature offering with highly refined
channels, there remains an opportunity to pursue cost effective energy savings and provide
Residential customers with broad access to DSM. The ESK will also act as a complement to the
Home Reno Rebate and Behavioural offerings.

Description

e ESKSs are pre-packaged measures designed to reduce a customer’s energy usage and
water consumption.
e The Energy Saving Kit contains:

(0]

O O0OO0O0O0

Target Market

Energy efficient Showerhead [1.25 Gallons Per Minute (GPM) (4.73 LPM)]
Energy efficient kitchen aerator [1.50 GPM (5.68 LPM)]

Energy efficient bathroom aerator [1.00 GPM (3.79 LPM)]

Pipe wrap (two meters)

Teflon tape (1 roll for ease of showerhead installation)

$25 Programmable Thermostat rebate coupon

e The ESK offering is targeted to Union residential customers living in detached, semi-
detached, townhouses and individually metered row townhouses who have a natural
gas water heater and furnace. Each household is eligible to receive one kit.

e This offering is not available to Union customers living in high-rise buildings and
multi-family buildings with more than five units.

Incentive Level

e The ESK is provided at no cost to the customer.
e A $25 rebate coupon is provided towards the purchase of a programmable thermostat.

Market Delivery

e Online orders and door-to-door delivery will continue to be the main areas of focus.

o

Online orders will be supported through:
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= Traditional mass-market tactics, such as bill inserts and advertisements
on the Union Gas website
= Cross-promotional activities with the Home Reno Rebate and
Behavioural offerings®
= Broad-based customer energy efficiency education efforts
o Door-to-door delivery will be supported by a third party delivery agent targeting
neighbourhoods with a high saturation of eligible homes. Only homes that have
not received a kit in the past will be targeted through this channel.
e Union foresees gradually declining its focus on the door-to-door channel over the
2015-2020 DSM Plan term as online orders through the Home Reno Rebate and
Behavioural offering become more robust.

Barriers Addressed

0 As a mature offering, the ESK now targets harder-to-reach customers who may
not be aware of energy saving opportunities in their home. To address this
challenge, Union will leverage Home Reno Rebate and the new Behavioural
offering to educate customers on energy saving opportunities in their home. The
ESK will be offered as an easy and no-cost way to start working toward a more
energy efficient home and lifestyle.

1.0.6 Program Duration

e The Home Reno Rebate and ESK offerings will be available for the duration of the
Plan.

e The Behavioural offering will launch in late 2016, and continue for the rest of the
Plan term.

o Union anticipates it will require eight to twelve months for the Request for
Proposal process, up-front system implementation, data integration, testing,
and development of the Online Portal and HERs. The start-up process will
begin when the Plan is approved, with the Online Portal and first reports
expected to launch in late 2016.

2 Home Reno Rebate Service Organizations will likely leave behind promotional materials directing customers online to order an
ESK. Union engaged in dialogue with the Service Organizations who provide energy assessments for the Home Reno Rebate
offering about the potential to install the ESK while in the home. However, the online method is a much more cost effective
delivery mechanism at this time.
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1.0.7 Program Budget
The budget presented in Table 2 below does not include inflation.
Table 2
Residential Program Budget ($000)
Program Cost 2016 2017 2018 2019 2020
Development and Start-up $1,850 $0 $0 $0 $0
Incentives/Promotion
Home Reno Rebate $7,233 | $9,880 | $12,226 | $12,226 | $12,226
Behavioural $1,124 | $3,303 | $3,303 | $3,303 | $3,303
ESK $389 $387 $386 $386 $386
Total $8,745 | $13,569 | $15,916 | $15,916 | $15,916
Evaluation $559 $709 $859 $859 $859
Administrative Costs $991 | $1,071 | $1,071 | $1,071 | $1,071
Total $12,145 | $15,349 | $17,845 | $17,845 | $17,845

1.0.8 Program Participation and Simple Payback

Program Participation

As requested by the Board in the Framework, Table 3 below is a summary of forecasted
participants in Union’s Residential program per offering. The forecast was developed at the
offering level and a customer may choose to participate in multiple offerings.

Table 3
Residential Program Participation
Offering 2016 2017 2018 2019 2020
Home Reno Rebate 3,000 4,000 5,000 5,000 5,000
Behavioural 300,000 | 300,000 | 300,000 | 300,000 | 300,000
ESK 15,000 | 15,000 | 15,000 | 15,000 | 15,000

Simple Payback

Simple payback is calculated using the incremental costs of the offering and dividing by the
annual gas, electricity and water savings benefits to the customer. The simple payback after a
DSM incentive would reduce the incremental cost and therefore, reduce the payback period for
the customer. Table 4 provides the simple payback analysis by participant.
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Table 4
Simple Payback Analysis per Participant
Annual Gas,
Offeri Electricity and Incremental Simple Incentives Simple Payback
ering Water Resource Costs ($/unit) Payback ($/unit) after Incentives
Savings (years) (years)
Benefits ($/unit)
(@ (b) c=(b/a) (d) e=(b-d)/a
Home Reno Rebate* $474 $3,626 7.65 $1,350 4.8
Behavioural $5 $0 0 $0 0
ESK $26 $7 0.28 $7 0
Thermostat — Programmable $17 $27 1.57 $25 0.11

*Data reflects annual gross gas savings, electricity savings and rebate for an example home which implemented attic
and basement insulation, as well as air sealing. Natural gas savings reflect 90% AFUE furnace base case and rebate
reflects planned $250 bonus for third measure.

1.0.9 Targets

Table 5 and Table 6 below provide the Residential Program annual natural gas savings (m°) targets, and
the Residential Program Cumulative Natural Gas Savings (m°) targets by offering.

Table 5

Residential Program Annual Natural Gas Savings (m3)

2016 2017 2018 2019 2020

Home Reno Rebate | 3,118,020 | 4,157,360 | 5,196,700 | 5,196,700 | 5,196,700

Behavioural - | 4,051,007 | 5,570,134 | 5,823,322 | 5,823,322

ESK 1,160,583 | 1,170,517 | 1,171,479 | 1,171,479 | 1,171,479

Total 4,278,603 | 9,378,884 | 11,938,314 | 12,191,501 | 12,191,501

Table 6
Residential Program Cumulative Natural Gas Savings (m?3)

2016 2017 2018 2019 2020
Home Reno Rebate | 77,950,500 | 103,934,000 | 129,917,500 | 129,917,500 | 129,917,500
Behavioural 0 4,051,007 5,570,134 5,823,322 5,823,322
ESK 11,990,584 | 12,089,924 | 12,099,542 | 12,099,542 | 12,099,542
Total 89,941,084 | 120,074,931 | 147,587,176 | 147,840,364 | 147,840,364
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1.0.10 Rationale for Targets

1.0.10.1 Context for Targets

Context for Home Reno Rebate Targets

e Eligibility requirements are as follows for a home to qualify towards the “Residential
Deep Savings” metric:

0 Homeowner must complete at least two eligible energy efficiency upgrades
(eligible measures are listed in Table 1).

0 The aggregate of all of the homes counted must achieve, on average, at least a
15% reduction in annual natural gas use, comparing the results of the D
Assessment to the results of the E Assessment. D and E Assessment savings will
be based on Natural Resource Canada’s energy rating software, and will not
include free ridership or spillover.’

e The lifetime m® targets for Home Reno Rebate were built using the current assumptions
within the Hot2000 modeling tools. As noted at Exhibit A, Tab 3, Appendix A, Section
1.0.10.2, there are anticipated changes to the modeling tools. The lifetime m® targets for
Home Reno Rebate will be adjusted up or down accordingly upon the release of a new
industry standard modeling tool.

e Home Reno Rebate Participants 2016-2017

o Initially, participation growth will be limited by Service Organization capacity,
particularly in the east and north regions where Home Reno Rebate was not
offered in the past.

0 During the ramp-up period Union intends to carefully screen, test and train
Service Organizations and continue to work with contractors to ensure a suitable
network of supporting channel partners and trades is in place across the franchise
area. This will be critical in maintaining appropriate service standards, (such as
wait times for having an energy assessment completed), preserving a positive
customer experience, and protecting the reputation of the offering amongst
customers and channel partners alike.

e Home Reno Rebate Participants 2018-2020
0 Home Reno Rebate is a relatively new offering that has not yet been expanded
across the entire Union franchise area. Establishing a baseline for annual
participation is therefore challenging, and Union has directionally been informed
in establishing the deep homes target by participation rates seen from comparable
offerings in other jurisdictions.
o0 With approximately 1.3 million residential customers, the projected annual

® Details of the home savings modeling is provided in the Residential Home Reno Rebate EM&V Plan, Exhibit A,
Tab 3, Appendix C.
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participation rate for Home Reno Rebate in the 2018-2020 plan years is 0.4%.
This is a relatively aggressive target relative to the most comparable participation
rates experienced in leading jurisdictions.

0 Whole house retrofit participation rates are displayed in Figure 1 below. The
authors of this Figure made great effort to obtain data only for homes that
received at least two major measures, which aligns with the requirement of the
Home Reno Rebate offering. However, the utility funded data is not directly
comparable to Home Reno Rebate as it appears to include utility-funded low-
income as well as standard-income residential retrofits and represents both
electric and natural gas retrofits, which may skew participation rates.

Figure 1
Whole-House Retrofit Participation in Leading US Jurisdictions?

Figure 1: 2010 Whole-House Retrofit Participation
in Leading U.S. Jurisdictions *'
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0 The results of Figure 1 indicate a directional relationship between the level of
customer rebate and residential participation rates (e.g. the rebates as a percentage
of project costs are approximately 10% in New York, 33% in Vermont and
Wisconsin, 50% in New Jersey and 75% in Massachusetts). Given the relatively
high cost of whole-home retrofit upgrades, such as building envelope and
water/space heating measures, it is intuitive that a relatively high rebate level may
be required to achieve broad uptake of whole-home retrofit program offerings.

o Similar to Massachusetts, the ecoOENERGY Retrofit — Homes program that was
offered by the federal government, and matched with grants from the provincial
Ontario Home Energy Savings Program (HESP), were able to achieve a high
participation rate in Ontario through the use of high incentives. Federal

* Regulatory Assistance Project. Residential Efficiency Retrofits: A Roadmap for the Future. (2011) p. 15.
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ECOENERGY grants combined with Provincial HESP rebates were more than
double that of Home Reno Rebate.

Union’s projected rebate covers an average of 34% of project costs. Increasing
Home Reno Rebate incentives to a 70% - 75% level is not feasible within the
ratepayer impact guidelines provided by the Board. Therefore Union has sought to
maximize participation at a rebate level that can be supported within those
parameters and proposed targets that are aggressive relative to the States with
relatively comparable incentive levels.

In establishing targets Union also considered the experience of the home retrofit
program of Columbus Gas of Ohio, identified as exemplary in the American
Council for an Energy Efficient Economy (“ACEEE”) Third National Review of
leading programs®. As a natural gas utility serving approximately 1.3 million
residential customers, Columbus Gas of Ohio shares similarities with Union.
Their Home Performance Solutions program provides relatively strong rebate
levels (e.g. approximately 30% - 60% of the insulation cost, a bonus available for
multiple measures and higher incentive tiers based on income level). The 2010 -
2013 participation results are provided in Figure 2°.

® American Council for an Energy Efficient Economy. Leaders of the Pack: ACEEE’s Third National Review of
Exemplary Energy Efficiency Programs (June 2013).
® Based on communication with Columbus Gas of Ohio.
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Figure 2

2010 — 2013 Home Performance Solutions Program Participation

0.4%

0.3%

0.2%

0.1%

% of Households

0.0%

Lifetime m® Savings

2010 2011 2012 2013
Program Year

o0 Savings reflect historical average savings per participant, adjusted to reflect the
use of a 90% AFUE furnace as the base case for all projects where the current

furnace is below this efficiency level, as opposed to using the in situ furnace. As
well, a lift in average savings was assumed and is attributed to the addition of the
$250 “bonus rebate” for each measure installed after the first two, and increasing

the maximum rebate from $2,500 to $5,000.

Context for Behavioural Targets

The contribution of the Behavioural offering toward savings targets is based on

information received from OPower, a behavioural software service provider. Union
worked with OPower to develop basic assumptions around the format of the offering
(examples: number of reports sent each year, communication methods, and inclusion of
the Online Portal). OPower then modeled savings using those parameters, as well as
natural gas consumption patterns and basic franchise characteristics, and provided a

savings estimate for each year of the 2017-2020 period. Union’s target level achievement

is based on OPower’s estimate, assuming one year of persistence as the savings will be
measured based on metered data.

Context for Energy Savings Kit Targets

Targets reflect market opportunity for the two remaining channels — (1) online (including

online orders through Home Reno Rebate and Behavioural cross-promotions); and (2)

door-to-door delivery.
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e Market saturation, past trends, reduced focus and anticipated uptake from the new
behavioural and Home Reno Rebate cross-promotions informed the targets.

1.0.10.2 Challenges in Achieving Targets

Challenges in Achieving Home Reno Rebate Targets

e DSM Budget and rate payer impact guidelines limit Union’s ability to offer
incentives on par with top performing jurisdictions
0 As noted above, it is not reasonable to offer rebates at the level of top performing
jurisdictions while still achieving high participation rates within Union’s budget
guidelines. The experience of Ohio, Vermont and Wisconsin indicate that Union’s
targets at the projected rebate level (34% of project costs) will be challenging.

e Low/stable natural gas prices relative to high/increasing electricity prices
o0 With natural gas forming a smaller share of a customers’ total energy bill,
customers may focus their attention and financial resources on higher efficiency
space cooling and other electric efficiency upgrades. In tandem with
considerations around rebate levels, lower natural gas prices will extend payback
periods for whole home deep retrofits.
e Service Organization Capacity
o Program participation will be limited by Service Organization capacity in the
ramp-up phase of the program offering due to factors such as:
= Gaps in Service Organization coverage, particularly in the north and
east

» To-date, Home Reno Rebate has been offered in the southern
part of Union’s franchise only. To reach the targets set out in
the Plan, Union will need to increase Service Organization
coverage to the entire franchise area, including areas that are
currently not served, or are served on a very
limited basis.

» Over time, Union can establish necessary coverage partnering
with new Service Organizations, or encouraging existing
partners to expand their business.

= Service Organization hesitancy to commit resources.

» Through its existing experience to-date, Union has found that
Service Organizations prefer to “dip their toes” into the Home
Reno Rebate offering before devoting significant resources.
The certainty and stability provided by a multi-year DSM Plan
will undoubtedly assist, but experience has shown that it still
takes time and relationship building to get Service
Organizations to the point that they are willing to embrace the
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offering and expand their involvement.

Upcoming changes to the EnerGuide for Homes Rating System/Hot2000

0 The EnerGuide for Homes rating system is the dominant method of evaluating
and labeling the energy efficiency of homes in Canada. Hot2000, the most
current reference calculation software, is leveraged by the Home Reno Rebate
offering to establish baseline energy consumption and savings for participant
homes.

o New training, exams and licensing requirements will be rolled out in conjunction
with the release of EnerGuide v15.0, which may cause confusion and disruption
in the market in the short-term.

Challenges in Achieving Behavioural Targets

Unknowns surround offering details

o0 Natural gas savings contributions from the Behavioural offering were based on
data supplied by a potential vendor, OPower. OPower modeled savings for Union
is based on basic customer and franchise characteristics from Union, trends seen
from other jurisdictions, and high-level assumptions regarding the potential
design of Union’s offering. More concrete savings estimates cannot be developed
until Union selects a vendor and works with that vendor to design the offering in
more detail. This creates risk and uncertainty around the achievability of the
targets.

Low/stable natural gas prices relative to high/increasing electricity prices

o0 With natural gas forming a smaller share of a customers’ total energy bill,
customers may not feel the potential for dollar savings from behavioural actions
warrants their attention. If customers do make behavioural changes, but don’t see
a significant impact on their bill, they may become frustrated and disengaged.

Challenges for Achieving Energy Savings Kit Targets

In delivering ESKs, Union is constrained by opportunity in the remaining delivery
channels, online and door-to-door. Additional less cost-effective channels could be
added with more budget, but Union is balancing the Board’s Guiding Principles and
Priorities by limiting ESK distribution in order to free up resources for other offerings.

1.0.11 Consideration of the Board’s Key Priorities and Guiding Principles
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Home Reno Rebate Offering

e Minimize lost opportunities when implementing energy efficient upgrades.

o0 The Home Reno Rebate offering prevents lost opportunities by encouraging the
installation of high efficiency measures during heating/water heating system
replacements and renovation work. As well, incentives, eligibility requirements,
and other elements are designed to encourage participants to go “deep” in the
home avoid additional lost opportunities that they did not initially consider.

e Programs should be designed to pursue long-term energy savings.

0 Home Reno Rebate produces long-term energy savings by encouraging the
installation of deep measures such as thermal envelope improvements and
EnergyStar products with long lives.

0 Home Reno Rebate takes a comprehensive, holistic approach to energy savings,
using an energy assessment to identify opportunities throughout the home.

Behavioural Offering

The Behavioural offering serves as a channel to encourage participation in the Home Reno
Rebate and ESK offerings, assisting in the achievement in the objectives noted above.
Additionally, the behavioural offering itself aligns with several of the Board’s guiding principles
and key priorities:

e Design programs so that they achieve high customer participation levels.

0 The behavioural offering ensures that all Residential customers can share in the
benefits of DSM. All Residential customers will have access to an Online Portal
with benchmarking/usage information, as well as advice and opportunities about
how to be more efficient. An additional 300,000 high-usage customers will have
access to Home Energy Reports (HERs) by mail or email.

e Implement DSM programs that are evidence-based and rely on detailed customer data
0 As described in the Evaluation Plan, savings from the Behavioural program will
be quantified through an analysis of actual natural gas consumption “at the
meter”.
o The information presented through both the HERs and online portal will be based
on actual consumption, and messages could be targeted or “adaptive” based on
customer/housing characteristics, preferences, and interactions with Union.

Energy Savings Kit (ESK) Offering

e Achieve all cost-effective DSM that result in a reasonable rate impact
0 The ESK is a cost-effective offering. With a decade of experience delivering
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ESKSs, Union has developed highly refined delivery channels that allow cost-
effective savings to be achieved with minimal resources.
e Design programs so that they achieve high customer participation levels
0 The ESK is available to any Residential customer with a natural gas water heater,
is easy and free for customers to acquire.The ESK acts as a simple and no-cost
introduction to DSM and puts customers on a path to greater energy literacy that
can lead to interest in other offerings.

1.0.12 Cost Effectiveness

Table 7
2016 Total Resource Cost-Plus
Total Net
TRC-Plus TRC
Measure/Offering Units Total TR(.:'PIUS Total TRC- Before Plus
Benefits Plus Costs .
Program Ratio
Costs
ESK - Push - Door to
Door* 9,195 $4,425,402 $58,518 $4,366,884 75.62
ESK - Pull - Online 5,805 $2,935,364 $36,944 $2,898,421 79.46
Thermostat -
Programmable 3,000 $414,407 $46,085 $368,322 8.99
Home Reno Rebate 3,000 $18,176,996 $12,266,400 | $5,910,596 1.48
Behavioural® - $0 $0 $0
Total $25,952,169 | $12,407,946 | $13,544,223
Development $1,850,000
Promotion Costs $2,765,715
Administration
Costs $990,978
Evaluation $558,618
Program Total Net TRC $7,378,912
Program Enhanced TRC Ratio’ 14
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Table 8
2016 Program Administrator Cost
Total Net
Measure Units Total PAC Total PAC | PAC Before | PAC
Benefit* Cost® Program | Ratio
Costs
ESK - Push - Door to
Door! 9,195 $1,263,056 $58,204 $1,204,852 | 1.05
ESK - Pull - Online! 5,805 $837,784 $40,055 $797,729 | 1.05
Thermostat -
Programmable 3,000 $226,299 $75,000 $151,299 | 1.50
Home Reno Rebate 3,000 $14,669,193 | $5,806,500 | $8,862,693 | 1.66
Behavioural® - $0 $0 $0
Total $16,996,332 $5,979,759 | $11,016,573
Development $1,850,000
Promotion Costs $2,765,715
Administration
Costs $990,978
Evaluation $558,618
Program Total Net PAC $4,851,262
Program PAC Ratio 14

1 TRC benefits adjusted based on 2014 results. The adjustents reflecte installation rates, persistence rates, percentage of

showering under showerhead (for showerhead measures), and percentage of homes without gas water heaters

2 TRC Ratio adjusted for 2015 avoided costs and 4% discount factor. Includes 15% Non Energy Benefits Adder

3 Behavioural program will realize savings from 2016 participants in 2017

4 PAC Benefits refer to the avoided natural gas benefits associated with the offering

5 PAC Costs refers to the total incentives for the offering
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1.1 Commercial / Industrial Program

Union will continue to focus on advancing customer energy efficiency and productivity through
providing a mix of custom and prescriptive incentive offerings to customers in the commercial,
institutional, agricultural and industrial markets (C/I customers).

DSM projects available to Union’s C/I customers are categorized as either custom or
prescriptive. A custom project is a natural gas savings project that is based on customer-specific
information and considerations, and includes new capital equipment, retrofit (or replacement)
equipment and optimization energy savings measures. The prescriptive offering provides eligible
C/1 customers with financial incentives towards recommended technologies that have pre-
determined incentive and savings amounts, defined by facility type and equipment size. The
offering includes space heating, water heating, ventilation, building controls, heat recovery and
efficient equipment (for cooking, cleaning and laundry) applications.

Union encourages the adoption of energy efficient technology and equipment targeting facilities
in the C/I markets, using a segment focus. Union influences end use customers, and the many
stakeholders and trade allies in this market, to use best practices when operating or replacing
equipment and when implementing energy efficiency projects. Offerings will continue to target
end use customers and will be delivered directly through account management and trade ally
approaches utilizing targeted marketing promotion strategies. Union will also explore enhancing
self-service strategies.

To ensure consistent access to DSM for comparable customers, Union is proposing to continue
to offer Rate T1 customers the C/I offerings.

Union has proposed the following changes to its C/I offerings:

e Increase incentive levels in custom and prescriptive offerings to reach customers who are
inherently more costly to reach, such as Union’s general service C/I customers who
typically have longer payback periods;

e Revise Union’s custom offering to eliminate incentives for O&M Repair type projects
and redistribute incentives to new offerings for this customer group; and,

e Provide offerings to target non DSM participants in Union’s franchise through targeted
initiatives such as a Direct Install offering for small commercial customers.

1.1.1 Customer Classes Targeted
e Account managed and mass market (non account-managed) C/I General Service and
Contract Customers (including Rate T1).
e Targets market segments include but are not limited to:
0 Manufacturing, Industrial Processing and Refining
o0 Municipalities, Universities, Schools, Hospitals, Long-term Care
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0 Warehouse, Greenhouse, Agriculture

0 Multi-Residential, Office, Retail, Lodging, Food Service

o Commercial customers with multiple facilities in Union’s franchise area that
are managed by a single corporate entity (i.e. National Accounts)

1.1.2 Rate Classes Targeted

Rate M1, Rate M2, Rate 01, Rate 10, Rate M4, Rate M5, Rate M7, Rate T1, Rate 20,

1.1.3 Program Goals
Program goals for the C/I program consist of the following:

Develop and implement initiatives to enable all C/I customers increase their
awareness and knowledge of energy efficient practices

Deliver a suite of offerings for all types of C/I customers to increase participation
from customers who have not yet embraced a culture of conservation in their facility
Generate long term energy savings in C/I facilities

1.1.4 Program Strategy
Strategies to achieve Union’s goals for the C/I program include:

Provide customers with incentives, education and training to help them reduce their
energy usage

Develop a suite of offerings targeting customers who do not traditionally participate
in DSM programs

Expand the knowledge base and awareness of long-life energy efficiency
technologies with service providers including: HVAC contractors, architects,
designers and engineers (key influencers) by motivating them to take action and
market these types of technologies

Build strategic relationships with trade allies and delivery agents to maximize alliance
opportunities to expand the reach of the program

Continue to explore partnerships with targeted electric LDCs, where possible, to co-
promote/educate DSM and CDM programs

1.1.5 Program Offerings
The offerings delivered in the C/I Program are outlined below:
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C/1 Prescriptive Offering

Description

The prescriptive offering will provide customers with a list of recommended technologies that
have pre-determined incentive and savings amounts, defined by facility type and equipment size.
The application process for the prescriptive offering promotes ease of participation as customers
know upfront the incentive available for each measure. This allows customers with multiple
facilities the option of rolling out technologies to an entire portfolio in an efficient way. Program
initiatives target space heating, water heating, ventilation, building controls, heat recovery and
efficient equipment (for cooking, cleaning and laundry) applications.

e The prescriptive offering consists of several energy efficient measures that deliver
significant m® savings:

(0]
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Condensing Boilers

Infrared Heating Units

Energy Recovery Ventilators

Heat Recovery Ventilators

Condensing Make Up Air Units

Laundry Washing Equipment with Ozone
Condensing Unit Heaters

Condensing Gas Water Heaters

Demand Control Kitchen Ventilation Units
CEE Tier 2 Front-Loading Clothes Washers
Demand Control Ventilation with CO2 Sensors
Energy Star Dishwashers

Energy Star Convection Ovens

Energy Star Steam Cookers

Energy Star Fryers

High-Efficiency Under-Fired Broilers

Air Curtains (Pedestrian Doors & Shipping Docks)
Destratification Fans

Combination Boilers

Tankless Water Heaters

Energy Star Clothes Washers

Condensing Unit Heaters

Boiler Load Controls

High Efficiency Condensing Furnaces

e Union will explore additional measures to include in the prescriptive offering over the
course of the plan, including but not limited to:

(0]

Linkageless Controls



O©CoOoO~NOoO Ok WN P

20

OO0O0O0O000O00O0O0O0

Target Market

Filed: 2015-04-01
EB-2015-0029
Exhibit A

Tab 3

Appendix A

Page 28 of 117

Boiler Economizers (Non Condensing & Condensing)
Demand Control Ventilation (in other commercial segments)
Boiler Tune-Up

Destratification Fans < 20 ft Diameter and/or < 25 ft Ceiling Height
Commercial Weatherization and Insulation (Roof and Wall)
Drain Water Heat Recovery Systems

Adaptive Thermostats

Griddles

Dock Door Seals

Direct Fired Make Up Air Units

Weatherized Air Sealing

Hydronic Boilers

All C/1 customers, targeting broader participation from non-participants
Commercial customers with multiple facilities in Union’s franchise area that are
managed by a single corporate entity (i.e. National Accounts)

Incentive Level

Incentive levels for energy efficiency measures in the prescriptive offering were
established based on the following considerations:

o
o

O 00O

The m?® savings generated

Both the incremental cost of the energy-efficient technology as compared to
base case assumptions, and the total installed cost of the energy-efficient
technology

The effective useful life of the equipment

The effectiveness of the incentive to increase uptake in the marketplace
Return on investment of the equipment

Support from external stakeholders for increased incentive levels, as previous
incentives for C/I prescriptive measure offerings were comparatively lower
than other jurisdictions

Incentive levels were determined to target non-participants in DSM, who have not
participated in previous years due to high upfront costs, project payback timelines or
lack of awareness. Union explored comparability with other North American
utilities, in colder climates, and identified the need to increase incentives.

Incentives are primarily directed towards the end-use customer.

Union will explore an upstream incentive offer to reach deeper into the market
through influence at the supply chain level. The following are key considerations for
this type of incentive model:
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o Target manufacturers who do not have a distributor network and/or
distributors of eligible equipment.

o Determine opportunities where this incentive model is most effective in the
supply chain in Union’s franchise to increase sales and distribution of energy
efficient technologies.

0 Assess customers with low adoption that would benefit from influence at the
supply chain level, and technologies that are most suited to this type of
incentive model.

o0 Ensure there is ability for the utility to demonstrate influence over the results.

Market Delivery

For the past several years Union has focused on a segmented market approach
consistent with marketing best practices. Through this plan, Union will continue to
deliver offerings using a segmented market approach. Within each segment, Union
identifies and targets the key influencers and segment leaders.

In addition, where applicable, measures will be targeted using a National Account
strategy to reach decision makers who are part of a centralized management decision
making process for implementing energy improvements.

Offers will be delivered both directly to the customer, supported through Union’s
Account Management team, and indirectly, through delivery channels that consist of
service providers including HVAC contractors, design build contractors, engineers,
distributors, manufacturers, and building owners and managers. In addition Union
will explore enhancements to self-service capabilities for customers and trade allies.

Offers will be marketed through targeted strategies, both direct-to-customer and mass
market, including print and digital media-based tactics. Union will also explore
implementing event-based marketing strategies, such as tradeshows targeting specific
customer segments, and other strategies such as an online web portal to provide a
resource for mass market customers.

Barriers Addressed

Primary barriers preventing higher uptake in the market include the following:

Upfront cost of capital and lengthy payback periods
0 Union offers incentives that help to offset initial project costs and reduce
project payback time.

Customer knowledge of payback period
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o Union will provide ROI data to assist customers in understanding payback and
gaining support within their organization for energy efficiency projects.

e Customer awareness and knowledge of Union’s offerings and of energy efficient
options (technologies), particularly in the smaller mass market commercial market
o Union will focus on awareness and education through communication
strategies including tradeshows, workshops, seminars, case studies,
newsletters, website resources and other marketing collateral to improve
knowledge of our customers, and foster measure adoption.

Direct Install Offering — Pilot

Description

The Direct Install offering will be designed to generate long-term natural gas energy savings in
small commercial facilities by providing higher incentives and direct equipment installation.
This offer will establish awareness and knowledge of energy efficiency to small commercial
customers who typically do not participate in traditional DSM programs due to limited resources
and high upfront costs. With higher customer incentives and full support throughout the entire
process (simplified process, turnkey), this offering will address barriers to participation
providing energy savings to typically hard-to-reach small commercial customers.

Union will work with external partners to deliver the program; including assessment of energy
usage in eligible customer’s facilities and installation of energy efficient technologies where the
utility pays at least half of the total equipment and installation cost.

Technologies may include:
e Insulation
Air Curtains
High efficiency Furnaces and Water Heaters
DCV with CO2 Sensors
Heat and Energy Recovery Systems
Other space heating, water heating and cooking equipment

Knowledge Gaps

A survey, followed by a pilot, will be implemented over two years to inform the program
development, including the offer’s incentive requirements, delivery and evaluation. Knowledge
gaps to be addressed through the survey and subsequent pilot include the following:
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Explore the opportunity to deliver up-front assessment/audit of customer’s equipment
o0 Provide targeted list of equipment based on assessment results

Interest and applicability of potential energy-efficient technologies that are essential
to the operation of the facility (i.e. heating and water heating); to ensure the higher
efficient option is financially viable to a small business customer
o For essential equipment, the customer will already have an existing version of
the technology installed and would likely only install a new version when
faced with existing equipment failure

Interest and applicability of potential energy-efficient technologies that are not
essential to the operation of the business; as a small business customer would likely
see the upfront cost as unnecessary

Explore incentive approaches for essential and non-essential equipment:
o0 Incent incremental cost of essential equipment
o0 Incent total cost of equipment for non-essential equipment (i.e. DCV, Air
Curtains)

Suitable incentive levels to drive program adoption, exploring incentive ranges
between 50 to 100%

How to address market barriers to program participation such as customer time
constraints, resource limitations and decision-making process

Collaboration with an electric LDC:

o0 Variances in installation requirements between electric and gas offerings (i.e.
gas fitter required for gas technologies as opposed to electrician for lighting
retrofits)

o Coordination (design) and integration (delivery) opportunities of existing
small to mid-sized business offerings between gas and electric utilities to
improve customer adoption
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The pilot will consist of:
e A market survey to address market knowledge gaps

(0]

o
o
o

Minimum 250 surveys (or optimal number of surveys to meet appropriate
research requirements)

Survey to occur in early 2016

One municipality with a larger commercial market — potentially Hamilton
Electric LDC collaboration is ideal to deliver the survey through their current
Direct Install lighting program, if collaboration cannot be achieved, Union
will deliver the survey independently

e Pilot will be implemented in one market:

o
o

o
o

Incentive Level

Survey outcomes will inform pilot design

Pilot will explore potential collaboration with an LDC; assessing design
and/or delivery of common Direct Install offering

Pilot will inform potential for market expansion beyond test market
Pilot to occur late 2016 - 2017

e The pilot will test various incentive ranges to determine the most appropriate
incentive to influence equipment adoption

e Incentive levels may range from 50% to 100% of the total equipment and installation

costs
o

While there is no industry standard for Direct Install incentive levels
(percentage of total installed costs), an internal review of other jurisdictional
offers has indicated the most leading utility programs have landed between 50
- 70%
= Jurisdictional offers largely cover measures such as programmable
thermostats, pre-rinse spray valves, pipe insulation and low-flow
showerheads and aerators.
= This pilot will test technologies that achieve deeper savings, such as
heating equipment and ventilation equipment
Union will explore starting the incentives between 50 - 60% and use the pilot
to test measure adoption of various technologies
Union will consider offering deeper incentive e.g. 75% for adopting additional
equipment as bundles
Union will consider offering incentives based on equipment classified as
essential to the operation of the facility (heating, water heating) and non-
essential equipment that the customer, if resource-constrained, would opt not
to install
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Market Delivery

Program delivery will be implemented through a Program Administrator, who will operate as the
central channel for program coordination, including direct outreach to customers and channel
partner delivery to customers.

Customer engagement and activity process describes the participant’s path through the program:

1. Customer is informed of program
o Direct outreach from the program administrator

2. Eligible equipment for installation is identified
o0 Program Administrator determines equipment upgrade opportunities for the
customer
o Customer is provided a report with recommendations including equipment,
cost, incentives and projected savings
0 Customer determines what equipment they would like to install

3. Scope of work is developed
0 Program Administrator develops the work order with the customer and liaises
directly with contractor to complete installation
o0 Program Administrator coordinates installation of eligible equipment on
behalf of customer

4. Installation occurs
0 The selected energy efficient equipment is installed by approved contractor

5. Payment is coordinated
0 Program Administrator collects payment from customer for remaining costs
not covered by the incentive
0 Program Administrator receives payment from Union and coordinates
payment to the contractor

6. Reporting is provided to Union
0 Program Administrator provides reporting to Union including customer data,
equipment installed and other information for tracking and reporting.

Target Market

e Small commercial customers under 75,000 m® annual consumption, which may be
adjusted based on survey results, in retail and office segments
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e Market segments include but are not limited to:
o Office, Retail, Food Service, Lodging

e Union will determine whether business type/segment is applicable, or if consumption
should be the deciding factor on target audience and eligibility
0 Retail and Office customers total approximately 48,000 customers,
representing almost half of Union’s total commercial customers
o According to Union’s research, Office and Retail customers have old and
inefficient equipment and are likely to replace in the next few years and have
historically low participation

e Customers who pay their natural gas bill; whether they rent or own the building

e Customers who operate less than 2 buildings
o0 National account customers are not eligible

Barriers Addressed

A direct install offering is a solution that addresses small commercial business barriers,
specifically limited resources and upfront costs. The key barriers in this program offering and
potential means of mitigation include:

e High upfront cost of equipment and lengthy payback period
0 Incentives that address full cost of equipment and installation, and are above
the 50% incentive level

e Lack of resources; expertise and time
o Providing full support and guidance from a program administrator who will
manage all of the activities through the entire process; from initial customer
engagement to installation of equipment
0 Reducing complexity of utility programs through a turn-key model design
with a single contact point to overcome time and resource limitations

e Limited knowledge of program offerings and technologies
o Providing direct outreach approach to inform customers through delivery
agents about technologies applicable to their business and understanding of
associated savings and payback
o Providing access to information about technologies and qualified contractors
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Jurisdictional Review

Utilities throughout North America have successfully developed small to mid-size business
direct install offerings that generate long-term energy savings and encourage high participation.
The vast majority of these offerings are electric-only, with several natural gas and electric and
few natural gas-only program offerings in the market.

Electric-focus Direct Install Offerings:

e Where the offerings are natural gas and electric, the utility is typically a natural
gas/electric utility i.e. National Grid
o0 Lighting and other electricity saving technologies (i.e. refrigeration,
insulation)
o Limited direct install programs offering technologies with deeper natural gas
savings e.g. heating, water heating, ventilation, etc.

Jurisdictional Review - Market Approaches:

e National Grid promoted their gas-only direct install offering (targeting high efficiency
gas furnaces, hot water boilers and steam boilers) through bill inserts, customer
newsletters, training events and National Grid’s website

e ConEdison and Rockland Utilities offered a joint direct install electric and gas
offering

o0 ConEdison identified leads by acquiring databases that identified small
business customers with high consumption

0 Market delivery was implemented through marketing strategies, such as door-
to-door outreach and contact with targeted associations. Customers
participated in an energy audit to identify energy saving equipment that could
be installed

o Installation was coordinated between the customer and contractor. Payment
was made directly to the contractor from the utility

Jurisdictional Review — Incentive Levels:
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e ConEdison and Nicor Gas offered a joint electric and natural gas direct install
offering. Through this program they experimented with varying incentive levels
before determining 75% was required to reach customer adoption targets

0 The joint offering primarily focused on lighting

o0 Nicor Gas kept incentive levels at about 50% when there was a deep measure
included in installation

0 After ConEdison and Nicor Gas implemented the starting incentive level of
75% of total installed cost in the market, they chose to lower it to 50%. This
change had significant impact to market adoption resulting in the incentive
being raised back to 75%.

e ConEdison also explored a geographical approach to incentives, by offering 100%
incentive level to customers in hard to reach geographies

e National Grid’s natural gas-only direct install offering provides incentives for up to
75% of incremental cost of large measures such as boilers and furnaces, instead of
total installed costs to achieve a higher cost effectiveness

Expected Outcome

The outcomes of the pilot will determine an appropriate Direct Install offering for small
commercial customers which may include expansion of the offering to other areas.

e The survey will be designed to inform the pilot design and will identify knowledge
gaps, as outlined above, including:
o Energy efficient technologies
0 Appropriate incentive levels
O Interest in a direct install approach
0 Market barriers
e The pilot will inform a program offering by:
0 Identifying the small commercial market’s willingness to participate in a
natural gas Direct Install program
o ldentifying any additional barriers to program participation
o Confirming the appropriateness of the selected technologies and incentive
levels
o Identifying program expansion opportunities
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C/1 Custom Offering

Description

Union will continue to refine its approach to market for its DSM custom program to reflect
continuous process improvement. Union proposes to continue its customer relationship focused
approach to market during the 2016-2020 timeframe of this framework since it continues to be
the most effective way for Union to execute its DSM industry leading custom program.

Union’s DSM team has developed and maintained a long-term business relationship with
Union’s large commercial, industrial and agricultural customers. As a result of this long-term
relationship, Union is positioned to assess customer-specific considerations and develop
appropriate DSM custom projects based on the unigque energy needs and decision process of the
customer. Energy conservation is one of many considerations customers are faced with.

Union’s value proposition to its customers is to provide technical expertise and guidance with
respect to energy-related decision making and business justifications, including financial
incentives. Union’s guidance and incentives help customers prioritize energy efficiency projects
against their own internal competing factors (such as those activities which are deemed more
business critical) and demonstrate the competitive advantage customers can gain through
efficiency upgrades.

The savings claims are subsequently assessed through Union’s internal quality assurance/quality
control process to validate the project results. A description of Union’s technical assessment
process, and the internal stakeholders engaged, is provided below.

Account Managers

Union employs an account management strategy for dealing with its approximately 550
larger “contract sized” commercial and industrial customers. The Union Account Manager
assigned to each of these customers is responsible for providing and administering the full
range of applicable services within the Union service portfolio, including DSM offerings.
The account manager’s role is to work with assigned customers to gain in-depth knowledge
of their business plans, particularly with respect to their energy use and needs. As Account
Managers typically interact with multiple departments within the customer’s organization
(e.g. purchasing/procurement, plant operations, technical/engineering functions), they are
uniquely positioned to identify customer-specific information which is a critical input into
the assessment of custom project savings opportunities.

Project Managers

Account Managers engage Union’s Project Managers with specific customers as needed to
assist customers in recognizing, identifying and developing specific energy efficient natural
gas based solutions to customer business problems. Union’s Project Managers are all
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engineers with a Professional Engineering designation (in Ontario) and have many years of
engineering experience, including previous external commercial or industrial experience. The
Project Manager works together with the Account Manager as well as third party engineers,
equipment manufacturers and service providers as necessary to complete the DSM custom
project application and confirm the appropriate base case, high efficiency option and EUL for
the project. Union’s Project Managers effectively become energy conservation and/or
technology subject matter experts with respect to the customer businesses as required.
Union’s experienced staff supports these customers in identifying best-practice energy
conservation solutions that meet their requirements. They also support customers as required
throughout the project implementation process.

Internal Quality Assurance/Quality Control (“QA/QC’")

Each custom project is assessed by Union’s internal project review and verification QA/QC
team prior to the external project review, verification and audit. The review is conducted by
engineers within the Commercial/Industrial Energy Efficiency Programs (“CIEEP”) team.
CIEEP reviews and confirms the calculated savings through evaluation of project and
customer-specific factors, including:

Confirmation of high-efficiency case assumptions;

Reasonableness of base case assumptions;

Confirmation of “other” factors affecting gas demand (e.g. production and weather);
Confirmation of customer project costs; and,

Reasonableness of project life assumptions (EUL).

Project savings calculations are based on the best information available at the time of review.
CIEEP works directly with Project Managers and Account Managers to clarify assumptions and
confirm/revise calculated savings as required. Custom projects submitted that are not deemed
eligible for an incentive are rejected by the CIEEP team.

Target Market

e Commercial /Industrial Contract Customers (including Rate T1 as outlined in Tab 1,
Section 8)
e Target market segments that include but are not limited to:
e Manufacturing, Industrial Processing and Refining, Hospitals, Warehouses
and Greenhouses

Incentive Level

Custom incentives are targeted at non-prescriptive energy savings opportunities, improving the
utilization of natural gas.
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Custom Projects

e Eligible projects include new equipment, retrofit equipment, and building/system
optimization.
e Customer incentives will no longer be made available for O&M repair projects due to
a shift of focus to other custom initiatives
e All Contract custom projects will be incented at $0.10 per annual m® of natural gas
saved, up to $100,000 or 50% of the high-efficiency upgrade cost
e Increased from Union’s historic cap of $40,000 for new equipment and
$20,000 for O&M projects. Union proposes a single $100,000 incentive cap
(per project) for all Contract custom projects
e All general service custom projects will be incented at $0.20 per annual m* of natural
gas saved, up to $40,000 or 50% of the high-efficiency upgrade cost
e Union is proposing to provide an enhanced incentive of $0.20/m* to general
service customers to recognize that projects for this customer size typically
have longer payback periods and require additional funding to drive
participation.

Studies & Metering:

Union’s incentives for engineering feasibility and process improvement study funding
continue to be a critical element of Union’s Custom offering. Providing support for
studies help customers identify, justify and prioritize DSM custom project opportunities.
Incentives are available to assist both general service and Contract customers to
complete:

0 Engineering feasibility studies — 50% of the study cost up to a maximum of
$10,000.

0 Process improvement studies for the evaluation of energy savings through
system/process optimization — 66% of the study cost up to a maximum of
$20,000.

o Union will no longer provide study incentives for steam trap surveys.

Union also provides incentives towards metering to assist customers with the cost of
natural gas sub-meters to better measure their gas usage.

e Customers are eligible for up to $3,500 per meter

Market Delivery

e The custom offering is communicated and delivered directly to the customer by their
Union Account Manager with support from Union’s Project Managers.
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e Union’s Project Managers offer support to customers in the following areas:
o Facility walk-through and opportunity evaluation
0 Energy Team meeting participation
0 Pre-feasibility assessment of energy efficiency projects
o Training of internal technical personnel
0 Energy savings estimates
e Engineering calculations are commonly used to support estimated savings for high-
efficiency upgrades. In circumstances where appropriate, cumulative savings analysis
(CUSUM?) will be used for evaluating project specific gas savings.

Barriers Addressed
Primary barriers preventing higher customer uptake of energy efficiency upgrades include:

e Costs
o Increasing the project incentive cap for contract customers to $100,000 will
help customers justify larger investments in energy efficiency. With a higher
incentive cap, more projects can be completed with incentives near 50% of the
project upgrade cost
o Increasing the annual incentive for general service customers to $0.20 an
annual m3 will help reduce the cost barrier smaller customers typically see on
custom projects due to longer payback periods
e Awareness
o Union will focus on awareness and education by communicating with
customers through tradeshow events, education workshops, published case
studies, and website resources, to improve market penetration and further
influence customer decision making with respect to energy conservation
e Competing priorities and economic conditions in the marketplace
o0 Union will demonstrate the customer benefits of prioritizing and incorporating
energy conservation into decision making related to: continued maintenance
of operating systems, replacement of less efficient but still operable
equipment, optimization of existing systems, addition of new equipment or
new construction

1.1.6 Program Duration
e The Prescriptive and Custom offering will be available for the duration of the Plan.
The specific measures within the offering may vary should new measures be
introduced or as market and customer needs change over the course of the plan.

" CUSUM analysis is a means of calculating energy savings based on actual metered data — it is a statistical method
used to compare energy utilization before and after an energy savings measure is put in place.
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e The Direct Install Pilot will be in market mid 2016 — 2017. The survey will take place
late 2015 - early 2016.

1.1.7 Program Budget

The budget presented in Table 9 below does not include inflation.

Table 9
_Commercial/Industrial Program Budget

Program Cost ($000) 2016 2017 2018 2019 2020
Incentives/Promotion

Prescriptive $6,755 | $6,763 | $7,486 | $7,149 | $7,149

General Service Custom | $1,449 | $1,449 | $1,449 | $1,449 | $1,449

Contract Custom $5,769 | $5,769 | $5,769 | $5,769 | $5,769

Studies & Metering $590 $590 $590 $590 $590

Total $14,562 | $14,571 | $15,293 | $14,957 | $14,957
Evaluation $189 $189 $189 $189 $189
Administrative Costs $3,929 | $4,076 | $4,076 | $4,076 | $4,076
Total $18,680 | $18,836 | $19,558 | $19,222 | $19,222

11
12
13
14
15
16
17
18
19
20
21
22
23

Program Participation
As requested by the Board in the Framework, Table 10 below provides a summary of
forecasted participants in Union’s Residential program per offering. The forecast was
developed at the offering level and a customer may choose to participate in multiple

1.1.8 Program Participation and Simple Payback

Table 10
Commercial/Industrial Program Participation
Offering 2016 | 2017 | 2018 | 2019 | 2020
Prescriptive 1549 | 1,645 | 1,715 | 1,715 | 1,715
General Service Custom 89 89 89 89 89
Contract Custom 159 159 159 159 159
Studies & Metering 120 120 120 120 120
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Simple payback is calculated using the incremental costs of the offering and dividing by the
annual gas, electricity and water savings benefits to the customer. The simple payback after a
DSM incentive would reduce the incremental cost and therefore, reduce the payback period for
the customer. Table 11 provides the simple payback analysis per participant.
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Table 11

Simple Payback Analysis per Participant
Offering Annual Gas, Incremental Simple Incentives Simple Payback

Electricity and Costs Payback ($/unit) after Incentives

Water Resource ($/unit) (years) (years)

Savings Benefits

($/unit)
(@) (b) c=(b/a) (d) e=(b-d)/a

Prescriptive* $4,442 $21,500 4.84 $4,500 3.83
General Service Custom —
Building Automation
System** $8,890 $38,791 4.4 $6,570 3.60
Contract Custom — Boiler
Economizer*** $57,033 $123,184 2.16 $16,493 1.87

*For the prescriptive simple payback analysis Union is assuming a customer will install a condens