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Thursday, August 20, 2015
--- On commencing at 9:33 a.m.


MS. LONG:  Good morning, everyone.  Today the Board continues to sit on applications EB-2015-0049 and EB-2015-0029, applications brought by Enbridge and Union Gas for various DSM-related approvals.

Before we continue with panel 2, are there any preliminary matters, Mr. Smith?

MR. SMITH:  There are not, Madam Chair.

MS. LONG:  Mr. Millar, nothing?  Then I understand that, Mr. Elson, you are going to commence your cross-examination?

MR. ELSON:  Good morning, Madam Chair, thank you.

MS. LONG:  Good morning.
UNION GAS LIMITED - PANEL 2, MAIN PANEL, RESUMED

Tracy Lynch; Previously Affirmed

Tracey Brooks; Previously Affirmed

Ehsan Dibaji; Previously Affirmed

Bryan Goulden; Previously Affirmed

Greg Tetreault; Previously Affirmed
Cross-Examination by Mr. Elson:

MR. ELSON:  For the sake of the record, my name is Kent Elson, and I represent Environmental Defence.  And as I mentioned in a letter to the Board, but just in case some of you do not know, I have a broken jaw, so I apologize if I am somewhat difficult to understand at times.  If you ever have any -- if you are unsure about what I'm saying, please do not hesitate to ask me to repeat myself, and also, I welcome any jokes about how the world might be a better place if all of us lawyers had our jaws wired shut if you can work them into an answer.


[Laughter]

Perhaps I'll start by making reference to our document book for these cross-examinations.  I believe that the panel should have a copy and the Board should have a copy on the dais as well.  And perhaps this could be marked as an exhibit, to start.

MR. MILLAR:  K2.1.
EXHIBIT NO. K2.1:  Cross-examination compendium of ENVIRONMENTAL DEFENCE FOR UNION.

MR. ELSON:  This will be the document book that we use for this panel and the next panel, so I would ask if you could please hold on to your copies.

Before I begin, I think it makes sense for us to put our cards on the table so that the panel knows where we are coming from, and so I'll say that Environmental Defence supports on-bill financing, and that is the sole area that I will be asking questions about today.

Environmental Defence believes that this is a program that can combine low-interest rates through competitive procurement from third-party financial institutions and a strong network of allied contractors to bring extremely cost-effective DSM and also capture a larger amount of the potential achievable savings.  We can see this as a good complement or supplement to other incentive-based programs, so I will be asking my questions from that perspective.

We also believe that the Government of Ontario has similar views on on-bill financing, and so to that end I would ask you to turn, please, to tab 15 of the document reference book.  There are tabs and page numbers in this document book, so that's page 52.  For anyone following along the electronic version, the tab numbers appear in the electronic bookmarks in the PDFs.

So tab 15 contains the DSM framework.  If you could turn to the next page over, which is page 53 of the document book, and I'll read the underlined portions here.  The framework says:
"The Board expects the gas utility's multi-year DSM plans will enable the delivery of results in the areas which have been identified as key priorities in LTEP, Conservation Directive, and the Board.  Key priorities identified in LTEP and Conservation  directive:"

And underlined item (b) here, is:

"Development of new and innovative programs, including flexibility to allow for on-bill financing options."

Now, of course you are aware of this requirement?

MS. LYNCH:  I'm aware of the key priorities outlined in the framework.

MR. ELSON:  And you are aware, of course, that this is part of the requirements of the Board's guidelines?

MS. LYNCH:  I look at it as there's the requirement or the priority of developing new and innovative programs, but then it's including the flexibility to allow for on-bill financing options, so there is the flexibility there.

MR. ELSON:  So you do not see on-bill financing as something that you are required to develop?

MS. LYNCH:  No.  As we've stated in our plan before the Board, we did not intend to put forward an on-bill financing program.

MR. ELSON:  Could you turn to the next tab, which is tab 16 of our document book, and that's page 68.  This tab explains why Union is not proposing to implement its on-bill financing program, and I'd like to go over a couple of these reasons.  The first reason I've underlined here is that:
"Customers do not cite access to financing as an obstacle to undertaking energy-efficiency improvements."

So that, I understand, is one of the primary reasons that you have decided against on-bill financing?

MS. LYNCH:  Yes, coupled with the perspective that we've heard from customers that incentives are more what they value in our programs.

MR. ELSON:  And further down the page you acknowledge that:

"The high upfront costs of undertaking energy-efficiency improvements are commonly cited as a barrier."

But in your view there is a wide variety of alternative financing options available, so that's another reason why you do not see on-bill financing as being appropriate?

MS. LYNCH:  Correct.

MR. ELSON:  Turning over to page 69, this is, in a sense -- and continuing on a similar point, but your view is that making an additional borrowing vehicle available will not help.

MS. LYNCH:  Correct.

MR. ELSON:  Could you please turn over to tab 17?  This tab contains Union's response to Board Staff interrogatory 1.  It includes the survey completed of your customers.  You're familiar with this, of course?

MS. LYNCH:  Yes.

MR. ELSON:  This is one of the primary pieces of evidence that you use to support your conclusion that on-bill financing is not appropriate?

MS. LYNCH:  It's one of the pieces we provided.  There were a number of pieces of research that we provided in Exhibit B, tab 1, Union in response to Staff interrogatory 1.

MR. ELSON:  If you could turn over to page 30, and that's 30 in the document, so at the bottom left-hand corner.  Just to set the context here, this is a survey that is of 1,200 of your residential customers regarding on-bill financing; is that right?

MS. LYNCH:  It includes -- it is a survey of our customers, including elements that they would -- that we wanted to assess what they would consider valuable in a DSM program.

MR. ELSON:  Okay, thank you.  On page 30 this summarizes the results of your questions regarding the value of the program features.  And according to the figure on this page, over 50 percent of your customers said that access to financing would be at least somewhat valuable and 14 percent said that it would be extremely valuable.

Do you agree with that reading of this table?

MS. LYNCH:  It shows as access to financing options.

MR. ELSON:  Yes.

MS. LYNCH:  Yes.

MR. ELSON:  And so over 50 percent said that access to financing options would be at least somewhat valuable and 14 percent said that it would be extremely valuable.

MS. LYNCH:  Yes.

MR. ELSON:  Now, your survey found that the rebates and incentives would be more valuable, but isn't that just saying that your customers would prefer actual cash discounts rather than financing?  I mean, is that surprising to you at all?

MS. LYNCH:  Certainly that customers would prefer incentives to help overcome the upfront costs of energy efficiency is not surprising.

MR. ELSON:  If you could turn to page 31, which is the following page and that's the page in the bottom left-hand corner.

And according to the survey result, on-bill financing with an interest rate of 5.5 percent would make 32 percent of your residential customers more likely to invest in energy efficiency upgrades to their homes.

Is that a correct reading of this figure here, and do you agree with that?

MS. LYNCH:  I'd say it's a range from a little more likely to much more likely.

MR. ELSON:  That's correct.  But for all of those customers it would make it -- they would be more likely with financing at 5.5 percent to invest in energy efficiency upgrades?

MS. LYNCH:  Yes.

MR. ELSON:  Thank you.  How many residential customers does Union have?

MS. LYNCH:  Approximately 1.3 million.

MR. ELSON:  So what we're talking about is roughly 32 percent of 1.3 million customers?

MS. LYNCH:  Based on a margin of error within the survey.

MR. ELSON:  So, yes?

MS. LYNCH:  Yes.

MR. ELSON:  Thank you.  If the interest rates were less than 5.5 percent, do you think an on-bill financing program would encourage even more customers to invest in energy efficiency?

MS. LYNCH:  It could.  That wasn't what was assessed as part of this survey.

MR. ELSON:  But you would presume that it would, if it was a lower interest rate, wouldn't you?

MS. LYNCH:  I would assume that it could.

MR. ELSON:  And if you could please turn to tab 20 of the document book, which is page 84.  On this page, there is a website print out from a major HVAC company, Enercare.  And if you could turn to the second page of this document  -- and this document was also put forward by Synapse at the technical conference, so you may have seen it before.

This document refers to financing for furnace upgrades and the provision of interest rates as slow as 7.95 percent; do you see that there?

MS. LYNCH:  Yes, I see that.

MR. ELSON:  Do you know whether this rate is similar to what other HVAC companies in the sector might charge?  Do you have any reason to think it's different?

MS. LYNCH:  I don't have an assessment of what other HVAC companies' financing rates are.

MR. ELSON:  You don't know?

MS. LYNCH:  Don't know.

MR. ELSON:  But I assume that Enercare is one of the largest, or the largest HVAC company in Ontario; is that your understanding?

MS. LYNCH:  I don't know.

MR. ELSON:  It's the former -- formally was Direct Energy.  If you're not aware, that's fine.

MS. LYNCH:  Yes, I know there's been some changes, so I can't say exactly the size that they represent.

MR. ELSON:  Now, I assume that Enercare provides financing to its customers because that's something that they want.  Would you agree with that assumption?

MS. LYNCH:  Just for clarity, something that Enercare wants, or something that their customer wants?

MR. ELSON:  Something that the customers want.

MS. LYNCH:  I would assume they offer it because they see value in it from their business perspective.  I can't say, because I don't know what the uptake is from a customer's perspective.

MR. ELSON:  In other words, what I'm suggesting is that Enercare, as a private corporation, wouldn't offer financing unless there was demand for that from its customers; would you agree?

MS. LYNCH:  I would say that's something that Enercare sees value in as part of the business offering that they put forward.

MR. ELSON:  Presumably because there is customer uptake?

MS. LYNCH:  Again, I don't know to what extent they have had uptake in this program.

MR. ELSON:  Using competitive procurement from third-party financial institutions, do you think that Union could beat 7.25 percent interest rates through an on-bill financing program?

MS. LYNCH:  I don't know what would be available.

MR. ELSON:  So you haven't looked into that?

MS. LYNCH:  No.  As we've said in our evidence, one of the options that we want to consider is how we enable options so -- for financing for customers.

And I will say within that, we've highlighted that we would want to have discussions with financial providers on how we can promote the available services through our programs.

MR. ELSON:  And so I guess similarly, you are not sure whether or not you could achieve rates that are approaching a rate that you would receive on a mortgage. You're not sure whether that would be feasible or not?

MS. LYNCH:  We haven't had the discussions with the financial institutions.

MR. ELSON:  I'd like to ask you briefly about Manitoba's on-bill financing program.  Are you familiar with that at all?

MS. LYNCH:  I'm familiar that they have a program.  We did include elements of it in the research that we've put forward.

MR. ELSON:  And of the panel members, you are the foremost expert on-bill financing?

MS. LYNCH:  Yes.

MR. ELSON:  Why do you smile when I ask that question?

MS. LYNCH:  There are certainly others that have been involved in the development of this research.  But certainly I will be speaking our decisions related to on-bill financing in this proceeding.

MR. ELSON:  Okay, thank you.  Now, according to your evidence, the program in Manitoba involved procurement, competitive procurement of financing from third-party financial institutions and a network of allied contractors.

My question for you is -- well, first of all, are you aware of that?

MS. LYNCH:  Yes.

MR. ELSON:  Now, I can't think of any differences between the Manitoba and the Ontario markets that would make the Manitoba program unworkable here; can you?

MS. LYNCH:  I can't -- I don't know that there's a reason that there could be.

MR. ELSON:  In other words, you can't think of any reasons why it would be unworkable?

MS. LYNCH:  I think again in comparing, we'd want to look at the specifics of what their program offers, what our program would offer, what we're expected to do within the financing options.

MR. ELSON:  But at the moment, you can't think of any reason why it would be unworkable.  Is that correct?

MS. LYNCH:  I'd say from the program itself, just the market in Manitoba would be something that we'd just want to make sure from a comparison perspective.  But nothing that I could say at this point.

MR. ELSON:  Thank you.  As your evidence says, the Manitoba Hydro program is likely the most successful loan program in Canada; is that correct?

MS. LYNCH:  In the review that we've done, certainly there's various -- as you can see in our research, there are various levels of success.  We've seen the other end in FORTIS, where they've had only a handful of people who have actually gone through the financing program.

MR. ELSON:  So presumably, you'd want to follow one as opposed to the other, if you were to be implementing on-bill financing?

MS. LYNCH:  And understand the differences.

MR. ELSON:  Thank you.  Can you turn to tab 17 of the document book, which is page 71?

We were looking at this recently, and if you could turn to page 31 of the document, which is page 78 of the document book.  The underlined portions here say that:
"Those with the highest household income are more likely to say that a financing offer would have no impact relative to those with lower household incomes.  Those most likely to say that access to financing would make them either more or a little more likely to make energy efficient upgrades tend to be younger (under 54 years of age) and to have larger households (3+ people)."

Do you believe that this conclusion is valid?

MS. LYNCH:  Yes, based on the research completed.

MR. ELSON:  And I presume that the reason behind this finding is that wealthier people can find access to sources to financing elsewhere.  Would you agree with that?

[Witness panel confers]

MS. LYNCH:  I would agree that they may generally have more options for financing.

MR. ELSON:  And on the flip side of that, younger and bigger families that are less well-off would have a harder time accessing low-cost financing?

[Witness panel confers]

MS. LYNCH:  I apologize, Mr. Elson, could you please repeat that?

MR. ELSON:  I had asked you a question about the access to financing of wealthier people, and my second question was whether, on the flip side of that, younger and bigger families that are less well-off would have a relatively harder time accessing low-cost financing.  I think it's self-evident --


MS. LYNCH:  Yes, because it indicates that access to financing would make them more likely.

MR. ELSON:  So, yes, you would agree with that?

MS. LYNCH:  Yes.

MR. ELSON:  Would you agree that lawyers and professionals like us would likely be in the first category of relatively more well-off people who can find financing elsewhere, most likely, generally speaking?

MS. LYNCH:  Generally, I would say that would be more well-off, although I think in any situation people have different circumstances financially, different commitments, requirements, financially.

MR. ELSON:  I agree, and the reason I ask that question is because it seems to me that our own personal thoughts and experiences with respect to on-bill financing may not match up with other Canadians who have fewer resources and more difficulty accessing financing; would you agree with that?

MS. LYNCH:  It could be that our personal experiences are different, but certainly within the research, that's why we're looking to understand what different customer segments would benefit from or value.

MR. ELSON:  Okay, could you please turn to page 33 of the same document, which is tab 17.  And that's page 81 of the document book.

Now, Union surveyed over 1,000 of its CI mass-market customers about the benefits of on-bill financing and other DSM matters; is that right?

MS. LYNCH:  Yes, that's right.

MR. ELSON:  And what's included in this market, roughly speaking?  What does CI stand for?

MS. LYNCH:  I just point you to footnote 15, where it notes that questions were asked of CI mass-market customers with consumption of greater than 5,000 cubic metres annually.

MR. ELSON:  And CI is commercial and industrial?

MS. LYNCH:  Yes.

MR. ELSON:  According to the survey and according to the figure on this page, on-bill financing would be valuable for 67 percent of your commercial and industrial customers and would have been extremely valuable for 23 percent.  Is that -- have I interpreted this figure correctly?

MS. LYNCH:  No, in that I would say it's access to financing.  It is not specifically on-bill financing.

MR. ELSON:  So 67 percent of your commercial and industrial customers would find this access to financing or increased access to financing valuable?

MS. LYNCH:  In some degree.

MR. ELSON:  According to the survey on the next page over, which is page 34, on-bill financing would be -- with an interest rate of 5.5 percent would increase the likelihood that 47 percent of these commercial and industrial customers would invest in energy efficiency?

MS. LYNCH:  So again I would say it's based on access to financing at that rate, and to the extent it would influence their decision to proceed, yes.

MR. ELSON:  And so I think you're making a distinction between access to financing and necessarily on-bill financing, but the question refers specifically to financing for energy-efficiency improvement; is that right?

MS. LYNCH:  Yes, that's right.

MR. ELSON:  So there would be an increased likelihood that 47 percent of these customers would invest in energy-efficiency improvement if they had financing to do so.

MS. LYNCH:  Yes, although I would also just point to the page previously where, again, when we're looking at our options and considering 59 percent of those same customers said that they would value rebates and incentives.

MR. ELSON:  Which is saying, in essence, that they would prefer to have cash, as opposed to financing, which is what that is saying in essence; is that right?

MS. LYNCH:  That they would prefer an upfront incentive to help overcome the costs of -- initial costs of investing in energy efficiency, yes.

MR. ELSON:  Thank you.

How many customers fit into this category of commercial and industrial customers?  If you need to look that up, it can be subject to an undertaking, if you prefer.

[Witness panel confers]

MS. LYNCH:  One moment, please.

MR. TETREAULT:  Mr. Elson, I will take this one.  Union has approximately 120,000 commercial-industrial customers.  I'll give you the reference as well.  The reference is Exhibit A, tab 1, appendix A, schedule 5.  This schedule provides a breakdown between residential, commercial, industrial customers across various rate classes.

MR. ELSON:  So this survey is referring to an increased likelihood of 47 percent of 120,000 customers; is that right?

MS. LYNCH:  Yes.

MR. ELSON:  Could you please turn to tab 19, page 83?  This shows Union's response to one of Environmental Defence's interrogatories.

In this interrogatory we asked you to provide analysis of the costs and benefits of establishing an on-bill financing program.  You will see in the response that Union declined to do so, and says that it had not performed an analysis for a number of reasons, including the customer research results.  Do you see that there?

MS. LYNCH:  Yes.

MR. ELSON:  If the Board agrees with Environmental Defence that the customer survey actually reveals sufficient interest in on-bill financing, would Union still object to a Board direction to undertake a cost benefit analysis?

MS. LYNCH:  Again, so it's not our proposal.  If the Board were to direct us to consider that further, then we would consider that at that time.

MR. ELSON:  When you say you would consider that at that time, do you mean you would consider whether you would object to that at that time or you would not object to it?

MS. LYNCH:  No, we'd consider the approach that we would take to it at that time.

MR. ELSON:  I'm not sure if I understand your answer.  Would you object to that?  Would you still feel that that is a -- the wrong approach to take?

MS. LYNCH:  No, I think if we were told that we were expected to look at it further, then we would do that.

MR. ELSON:  Thank you.  Now, have you read the portions of the Synapse report provided by Board Staff on on-bill financing?

MS. LYNCH:  Yes, I have.

MR. ELSON:  Do you have a good understanding of what they've said?  Have you taken their comments seriously?

MS. LYNCH:  Is there a specific reference that you wanted to point me to?

MR. ELSON:  Not just at the moment.  I believe there's approximately ten or so pages of the Synapse report.  I believe it's up on the screen here.  I don't have a question about a specific point raised by Synapse just at the moment, but I'm happy for you to take a look at their report, if you'd like, for a moment.

MS. LYNCH:  I've looked at their recommendations.

MR. ELSON:  And so my question was whether you have a good understanding of what they've said, and whether you have taken their comment seriously.

MS. LYNCH:  I understand that their recommendation is to establish and lead a finance working group.  Again, this is a recommendation that they've made in their evidence.

Our plan, at this point, has not contemplated on-bill financing.

MR. ELSON:  Now, Synapse outlined a number of benefits of on-bill financing.  They made a number of comments about on-bill financing.

My question is somewhat simple: Do you have a good understanding of what those comments were, and have you taken their comments seriously?

MS. LYNCH:  I understand their comments.  I have not had the opportunity, though, to look at the different examples in other sources that they've looked at in drawing these conclusions.

MR. ELSON:  So you've read their report in detail, but you haven't referred to what they referred to; is that right?

MS. LYNCH:  I've noted that they've identified case studies.  They have said certainly studies on on-bill financing are still lacking.

They have pointed to a couple of case studies to consider.  But I have not looked into the specifics of the programs that they have pointed to in their case studies.

MR. ELSON:  The reason I am asking this question is because I'm going to be taking up the topic of on-bill financing with Synapse.

And so, to that end, I'd like to ask you which of their comments, if any, you disagree with.


[Witness panel confers]

MS. LYNCH:  Just as I look through, obviously the starting point is establishing a working group, which again isn't our proposal.  But if that was something that was put forward, then we would consider that at that point.

If I look at their specific recommendations, I think again these would need to be considered in the context of the programs that we offer.

Certainly when we look at particularly item D, there's financing for specific types of customers, such as low income and Aboriginal groups, which certainly, you know, we'd need to consider that in the context of the programs that we offer within that area, and the approach that we take to funding the work that we do within those customer groups.

MR. ELSON:  So, Synapse outlined an overview of on-bill financing and outlined a number of benefits of on-bill financing, particularly on page 112 and 113 of their report.

I understand from your answer that you don't disagree with those comments, do you?

[Witness panel confers]

MS. LONG:  Mr. Elson, just to be clear, you're asking Ms. Lynch if she agrees to the preamble to the recommendations, as well as having considered the recommendations?

MR. ELSON:  Yes, that's correct.

MS. LONG:  Thank you.

MS. LYNCH:  And certainly, again it's not -- our evidence before the Board in this proceeding is not that we believe that on-bill financing is going to overcome the barrier for customers to participate.  So we've not made these recommendations in our proposal.

MR. ELSON:  I don't think you quite answered my question.  There's a preamble that -- in which Synapse describes the benefits of on-bill financing, and I'd like to know if you have any specific ways that you disagree with their analysis of on-bill financing.

The simple answer may be no, which is fine.

MS. LYNCH:  Again, I think I would -- it comes down to some of the recommendations are based on some case studies that have been done.  They appear to be specific within US jurisdictions, where there is a difference in the financing market within the US versus the Canadian financing, and what options are available here through different financial institutions, as well as HVAC.

So I would want to just consider that in determining what we would think would be the value.

MR. ELSON:  So there may be some differences in the markets compared to what Synapse looked at and Ontario, but other than that, you don't have any other specific disagreements with their summary of the benefits of on-bill financing; is that right?

MR. SMITH:  If I may?  Part of the confusion here, Mr. Elson, may relate to the fact that this passage seems to be about financing, not on-bill financing in particular.

Maybe -- certainly that's adding to my confusion, and I thought I'd just point that out.

MR. ELSON:  This section refers to both financing and on-bill financing, and I'm referring to both of those sections.

The reason I'm asking these questions is because I'm going to be discussing this with Synapse.  So if you disagree with something that Synapse said, I would like to be able to raise it with them.

If you don't have any disagreements, then that's of course fine and we can move on.

MS. LONG:  Ms. Lynch, just to be clear so you understand what the question is -- can we just move on this screen down, so the witness can see all of page 112?

Ms. Lynch -- and correct me if I'm wrong here, Mr. Elson -- Mr. Elson is asking you, with respect to 8.2, if you agree with the bullet points outlined here in the report.

MS. LYNCH:  Thank you, that is helpful.  I was further on, looking and trying to reconcile the recommendations.

MS. LONG:  I'm representing your question correctly, Mr. Elson?

MR. ELSON:  Yes, and if there is specific disagreement --


MS. LONG:  You've asked about recommendations, if Ms. Lynch look at recommendations.  And now you're taking her back to the preamble --


MR. ELSON:  Correct.

MS. LONG:  -- where, set out in bullets, are the points that Synapse is making.

Mr. Elson is asking you if you have any disagreement with that.

MS. LYNCH:  Thank you.  Specifically, the third point that is highlighted here is one that I would like to understand better:
"Financing can expand energy efficiency efforts while mitigating ratepayer impacts by shifting away from incentives or rebates to greater participant contributions over time."

And I don't have -- it is not my understanding that that would necessarily be the case.

MR. ELSON:  Thank you.  And other than that, do you have any other comments?

MS. LYNCH:  No, other than again I would say that this is financing options, and access to financing specifically at this point in the report.

MR. ELSON:  Thank you.  I'll move on to my last area of questions.  I'm almost finished here.

If you could please turn to tab 21 of the Environmental Defence document book.  This is an article about on-bill financing written by Bill McKibben for the New Yorker.  I'm going to read the first two paragraphs and discuss a success story from this kind of program, and after that I'm going to ask you whether this kind of success may or may not be possible for one of your customers, just as an example.

And so it reads here:

"Mark and Sarah Borkowski live with their two young daughters in a century-old, 1,500-square-foot house in Rutland, Vermont.  Mark drives a school bus and Sarah works as a special ed teacher; the cost of heating and cooling their house through the year consumes a large fraction of their combined income.  Last summer, however, persuaded by Green Mountain Power, the main electric utility in Vermont, the Borkowskis decided to give their house an energy makeover.  In the course of several days, coordinated teams of contractors stuffed their house with new insulation, put in a heat pump for the hot water, installed two air-source heat pumps to warm the home.  They also switched all the bulbs to LEDs and put a small solar array on the slate roof of the garage.  The Borkowskis paid for the improvements but the utilities financed the charges through their electric bill, which fell the very first month."

And further, the last sentence on the page:

"The Borkowskis reduced the footprint of their house by 88 percent in a matter of days and at no net cost."

Now, I understand that there is going to be a number of differences between this scenario and a typical scenario here, but I'd like to go through a couple aspects of this, starting with the following.

These customers were persuaded to make energy-efficiency improvements by the utility.  Would Union have the ability to reach out to customers to promote on-bill financing of energy-efficiency improvements?

[Witness panel confers]

MS. LYNCH:  I just want to clarify that they're saying they reached out to the customer to do improvements in their home, which is certainly something that we do through our home-reno rebate program.

MR. ELSON:  So, yes, that's something that you would be able to do?

MS. LYNCH:  Well, we currently have a home-reno rebate program and a proposal for that in this proceeding, so certainly we'll be offering incentives to customers for completing that work in their home.

Again, from the financing perspective we've proposed an enabling approach, which ensures that customers would be aware of what options they have, should they choose to go a financing route.

MR. ELSON:  Now, if an on-bill financing program were to be put into place, could energy-efficiency contractors interested in securing customers play a key role in promoting that program in Ontario?

MS. LYNCH:  Again, our proposal is not to do an on-bill financing program.  Certainly we deal with contractors through the programs that we do offer.

MR. ELSON:  For these customers, their energy bills were reduced almost immediately, even though the improvements were charged through to their bill.  My understanding is that that would be the case because the monthly gas savings or the monthly energy savings were larger than the monthly financing payouts; would that be your understanding as well?

MS. LYNCH:  That appears to be the case in this example.

MR. ELSON:  Have you studied how many of your customers could immediately lower their gas bill by implementing energy-efficiency improvements through on-bill financing?

MS. LYNCH:  The assumption in that is that on-bill financing would be required for the customer to put these improvements in place.  And again, our view is outlined in our evidence, is that on-bill financing is not going to remove the barriers for customers to participate, given that there's other opportunities for them.

MR. ELSON:  Perhaps I can rephrase my question.  My question was not, A, meant to be based on an assumption that on-bill financing would be in lieu of other programs; it would be complementary to other programs.  And also, it would be based on the assumption that a lower interest rate could be provided through on-bill financing than is otherwise available.

And I'm wondering if you have looked at how many of your customers could immediately lower their gas bill by participating in such a program.  I don't believe you have.

MS. LYNCH:  There is elements that we've looked at, savings that customers get through participating in the programs that we have.  As we've outlined, we've considered different options with respect to the research identified in our plan.  We did have some estimates of what the cost would be to put on-bill financing in place from an administrative perspective, but specifically the assessments we've done on savings customers would get are specific to the programs that we've put forward, not related to on-bill financing, because that's not in our proposal.

MR. ELSON:  I believe that long answer came down to a no, so I'll ask one more question, which is:  If you did approach your customers, whether they be residential or commercial customers, and told them that they could immediately reduce their gas bills without paying anything up front through on-bill financing, do you think they might be interested?

MS. LYNCH:  I think they might be interested, but we have not done that specific research.

MR. ELSON:  Thank you.  I have no further questions.

MS. LONG:  Thank you, Mr. Elson.

Mr. DeRose, you're next.

Cross-Examination by Mr. DeRose:

MR. DeROSE:  Thank you, Madam Chair.

Good morning, panel, my name is Vince DeRose.  I'm here on behalf of CME, and I will not be talking about on-bill financing.

There are a few areas that I would like to speak about today, the first being the migration of M4, M5, M7 customers and your proposal for pooling.

Just stopping there, am I right, you are the correct panel to address that issue with?

MR. TETREAULT:  Yes, we are.

MR. DeROSE:  So we'll talk about that first, then I'm going to follow up on some questions that Mr. Millar asked yesterday with respect to annual target-setting, as well as input assumptions, and I also have some high-level questions about Synapse, so just as a roadmap, that's where I'm going.

But let's start with the M4, M5, M7 proposal.  First of all, just for the benefit of the Panel members, could you at a very high level just describe what your proposal is for M4, M5, M7?

MR. TETREAULT:  For those three rate classes we are proposing to pool the DSM costs to recognize that the majority of customers in M7 in Union's DSM programs are from a rate-making standpoint, from a billing-determinate standpoint, those customers reside largely in rate M4 and rate M5.

The reason for that is the fact that in January of 2014 there was a rate-class eligibility change approved by the Board that shifted approximately 20 customers from rate M4 and M5 to M7.

At the same time, our rate-making process over the course of Union's IRM term keeps those billing units or reflects those billing units in the rate M4, M5 rate classes.  So there is a disconnect between the DSM programs, in terms of where the customers currently are, and where they are for rate-making, and Union's proposal is meant to recognize that disconnect and deal with that through the pooling concept.

MR. DeROSE:  If the Board does not approve the pooling concept, would -- I guess it's not theoretical -- would customers from one rate class be receiving DSM programs that another rate class is paying for?

MR. TETREAULT:  Yes, I think that's a potential, Mr. DeRose.

What I mean by that is, from a rate-making standpoint, there are only a handful of customers in M7, whereas in the DSM programs, it reflects the current number of customers which is substantially more.

The way I would describe it is that in the absence of our proposal, we would be over-recovering DSM program costs from rate M7 customers, as an example -- and, at the same time, potentially under-recovering them from the rate M4 and M5 rate classes.

MR. DeROSE:  Could you -- and again, I'm sorry.  From a rate design perspective, I sometimes take a simple high-level approach.

But my understanding of the principle behind rate allocation for DSM is that the rate classes that receive the DSM programs should pay for those programs.

Is there a reason why you cannot track the DSM being delivered, for instance, to M4 as opposed to M5, as opposed to M7, and then allocate the appropriate classes to each of those rate classes so that M7 customers are paying for DSM given to M7 customers M5 pays for M5, and M4 pays for M4?

MR. TETREAULT:  I think, Mr. DeRose, if I can answer it this way, we do have the DSM VA which, as you know, trues up what we spend in each rate class to the amount that's included in rates.

But the issue that we're trying to solve through the pooling concept, I think, still remains from a rate-making standpoint, which is that from a rate-making view, we only have a handful of customers in rate M7 during our IR, whereas the DSM programs reflect many more customers that are M7.

Hopefully, this is helpful to your question.  But the idea of the pooling concept is to recognize exactly that, by essentially shifting some of the DSM program costs from a rate-making standpoint back to M4 and M5, which is where those customers are from a rate-making standpoint.

So it is an attempt through pooling to line up in rate-making where those customers are.

MR. DeROSE:  Would the DSM VA still true up for each rate class, or would they true up for the pool?

MR. TETREAULT:  Our proposal with the DSM VA is to be consistent with rate-making, so it would be the pooled concept for 2016 through 2018.

MR. DeROSE:  And regardless of what you're doing for rate-making purposes, would you be able to -- well, let me rephrase it; not would you be able to, but do you intend to track what the program delivery is between M4, M5, and M7?

MR. DIBAJI:  Yes, we do.

MR. DeROSE:  And do you intend to also -- so you would be able to, for instance at the mid-term review, advise the Board the, I assume, of the programs that have been delivered to each of those three rate classes, regardless whether it is pooled or not?

MR. DIBAJI:  That is correct.

MR. DeROSE:  And the costs for each those three rate classes, regardless of whether it's pooled or not?

MR. DIBAJI:  That is correct.

MR. DeROSE:  And the savings achieved for each of those rate classes, regardless of whether it's pooled or not?

MR. DIBAJI:  That is correct.

MR. DeROSE:  Thank you, those are my questions on the pooling.

Before I go to the annual target setting and incentive rate -- or shareholder incentive, let me just turn to Synapse's -- I will confess, I have been trying to figure out a way to, in an expedited way, deal with Synapse's recommendations because there is a lot of them.

So I'm going to try a way that I've never done before, and you tell me whether you think it's workable.  If it is, I think we can deal with it in one question.  If not, it might be a little bit longer.

I take it that you have reviewed the Synapse report and you've seen that they have Schedule A1, which is a summary of all their recommendations.

MS. LYNCH:  Yes.

MR. DeROSE:  What I'm interested in is are there any recommendations which you agree with.


Quite frankly, we don't need to go through it right now.  I would be willing to have that by way of undertaking.  Just simply review Schedule A1 and identify which recommendations, if any, Union agrees with.

MS. LYNCH:  Yes, we could do that.

MR. MILLAR:  That's undertaking J2.1.
UNDERTAKING NO. J2.1:  UNION TO REVIEW SCHEDULE A1 OF THE SYNAPSE RECOMMENDATIONS AND IDENTIFY WHICH RECOMMENDATIONS, IF ANY, UNION AGREES WITH; to include a sentence or two as to why union disagrees with any recommendations

MR. DeROSE:  Just to be clear, unless the Panel feels otherwise, I don't need explanation as to why you agree with it.  You can simply say we agree with recommendations 3.2, 4.5.

If you feel that you need to put any caveats or explanations, then obviously go right ahead.  But I don't need an explanation.  I literally just want to know, whether on that landscape of recommendations, there are any that you agree with.

MS. LYNCH:  Okay, thank you.

MS. LONG:  I do have a question.  The summary of recommendations in appendix A is twenty-one pages long.  So is that what the undertaking is going to do, or are there specific topics within that that Union is to opine on?

MR. DeROSE:  I appreciate that this panel is dealing with the majority of them.  Avoided costs was before us; large volume is after us.

I think it would be, if Union is willing to do it, it would be easier if, in one place, we just had on a single page an understanding of whether Union agrees with any or all of the recommendations.

If Union is willing to do that, I recognize that some of these witnesses -- you might have to talk to one of your other witnesses.  But I'm in the Board's hands.

MS. LONG:  Mr. Smith, is that possible to do?

MR. SMITH:  We can provide that omnibus response to the twenty-one pages.

MS. LONG:  And the Board is going to ask that there be a sentence or two as to why you disagree with any recommendations.

MR. SMITH:  We can do that, too.

MS. LONG:  That would be helpful for us, thank you.

MR. DeROSE:  I already felt like I was asking for a lot.  I didn't want to seem greedy.

So thank you very much.  With the exception of a couple of references I'm going to have to Synapse, that saves us quite a bit of time.

Let me turn to target setting and input assumptions, and shareholder incentives.  And I recognize that in your evidence, you've separated them.  But it's like a Rubic's cube, if you move one, they all tend to -- there is an interplay between them.

I wanted to start at a hundred thousand foot level and sort of go back to basics if we can, and talk about budget, LRAM and shareholder incentive at a high level.

If we start with your budget, when the Board grants you your budget, assuming that you work within that budget, all of your actual costs associated with DSM should be covered, correct?

MS. LYNCH:  Yes, all of the costs that we've outlined in our plan are covered by DSM.

MR. DeROSE:  So from a shareholder perspective, as long as you work within your budget, the shareholder is not out of pocket for DSM costs, if you work within the budgets that are approved?

MS. LYNCH:  Yes.  I mean, we have the budget that's approved, and then there is a true-up that's built into rates, and then we true that up based on actual spending.

MR. DeROSE:  Fair enough.  I guess really I'm starting with the proposition that there is no risk, shareholder risk, with incurring DSM costs if they're incurred within the approved budget for approved activities.

MS. LYNCH:  That's correct.

MR. DeROSE:  Okay, and in terms of the LRAM, all lost revenue -- I take it you're satisfied that the current LRAM mechanism, which has been used for years and which you've proposed again, reasonably captures all of the lost revenue?


[Witness panel confers]

MR. TETREAULT:  Yes, that's a fair assumption, Mr. DeRose.

MR. DeROSE:  Okay.  So then if we turn to the shareholder incentive payment, from a policy rationale, what do you see as the purpose of the shareholder incentive?

MS. LYNCH:  Certainly that the shareholder incentive is a critical piece to ensuring we have focus on achieving the targets that are set out for us.

MR. DeROSE:  Okay.  Let me rephrase it, then:  What is the behaviour that the incentive is meant to incent?

MS. LYNCH:  Focus on conservation.

MR. DeROSE:  Okay.  And when you say "focus on conservation", is it to promote the achievement of savings?

MS. LYNCH:  I'd say it's to achieve the objectives as they're established for us with respect to conservation, so it is in meeting the framework elements and ensuring that we're achieving the policy direction with respect to conservation.

MR. DeROSE:  But wouldn't -- and I'm sorry, I'm not trying to be argumentative -- would you not be achieving the -- I guess I assumed that you're always achieving the framework, you are abiding by the framework guidelines and the Board directives.

I guess what I'm trying to understand is -- let me put it another way:  If ratepayers are going to pay 10 million, in an incentive, what are they getting in return?  What do you see as the value of that 10 million?

MS. LYNCH:  Certainly natural-gas savings are a big portion of that.  As we've outlined in our scorecards, the largest portion of the scorecard metrics that we have are gas-savings-related metrics.

MR. DeROSE:  Okay.  And I think we may come back to that as we move on, but that's helpful.

Now, I have to tell you, I wasn't going to go to Synapse very much.  This is one of the few areas that I'm going to go to.  Do you have the Synapse report?  And just for the record, it's L.OEB.Staff.1.

MS. LYNCH:  Just one moment, please.

[Witness panel confers]

MS. LYNCH:  I have it.

MR. DeROSE:  And if you could turn to page 104; do you have that, Ms. Lynch?

MS. LYNCH:  Yes, I have it.

MR. DeROSE:  At the very bottom, the paragraph that starts at the bottom, it reads as follows:
"Note that Union's proposed approach is particularly problematic because it accounts not only for input assumption updates, but also changes in implementation."

Now, if we just stop there for a moment, do you differentiate between input assumptions and implementation?

MS. LYNCH:  Yes, in the sense that I think, as I read this, there were two -- there is two elements that we have proposed.  One is related to the input assumptions and how they're applied.  The other is related to the target mechanism and how that's adjusted over the course of our plan.

MR. DeROSE:  Okay.  And you see the phrase "implementation" in that sentence to refer to the target piece of it?  Or do you see them as different?

MS. LYNCH:  I read it as the target mechanism.

MR. DeROSE:  Okay, now, in terms of input assumptions, you've already had one panel talk about avoided costs, and I can take you through what I see as some input assumptions, but I'm wondering if we can just sort of try and develop a bit of a laundry list of what are the input assumptions out there?  What are the world of input assumptions that when you are going through audits you will see regularly?  And I included free ridership, spillover, persistence, and then I have two questions here.

Do you consider program design changes as input assumption changes?  Let me stop there with that question.

MS. LYNCH:  No, certainly program design changes could impact your input assumptions, such as free rider, but I don't -- the way I think of input assumptions, I'm not thinking specifically program design.

MR. DeROSE:  Okay, so program design may be a result of input assumption changes, but not in and of itself an input assumption.

MS. LYNCH:  I think that's fair, yes.

MR. DeROSE:  Okay.  What about customer uptake; sometimes you think 100 customers will sign up for a program and you only get one; do you see that as an input assumption?

MS. LYNCH:  Not in the context that I'm thinking of here.  I look at that as the participation that we would use, that we put participation numbers forward for the development of our targets, but not an input assumption in determining the savings from one specific measure or technology being installed.

MR. DeROSE:  Okay, now, if I understand it right -- and Mr. Millar talked to you about this yesterday -- your proposal is to adjust LRAM for changes in input assumptions that arise during the audit and evaluation process; correct?

MS. LYNCH:  Yes, we would use the best available information at the time of the audit.

MR. DeROSE:  And you are proposing that for the purpose of determining whether you hit your target and get paid your shareholder incentive that you use best available information on a prospective basis but you do not adjust the year being audited; is that correct?

MS. LYNCH:  Yes, that's correct, because, as we've outlined, that ensures that both if an input assumption is higher and the savings are greater, we're not receiving a different incentive; or if the input assumption is lower and the incentive is different, then we're not penalized for something we couldn't have reasonably known at the time.

So there is a symmetric offset to that, in that it ensures that you're measured against the target as it was established.

MR. DeROSE:  Now, you used the word "penalized".  Could you explain why you would view that as being penalized?

MS. LYNCH:  I would say in the sense that we've set our target as we will, based on the input assumptions that we've put forward in our plan that are the best available information at this stage.  We will go through 2016 and deliver our results based on the input assumptions that were used to establish the plan.  Then we could be six months into the year later, 2017, find out that there's an input assumption change that would impact those results, yet we could not have reasonably known that at the time that we agreed -- or that we set the targets that were established.

MR. DeROSE:  Okay, perhaps if -- let's just walk through again.  And for the Board, Ms. Lynch and I have worked on Union audit committees for years, so she'll know that I always have to try and simplify this into a basic example.

Let's walk through this example.  If your target is 100 cubic metres of savings, and based on all the input assumptions you believe you are going to hit 100 cubic metres of savings -- and we'll use 2016 as an example -- you go through, you believe you've hit your target, but during the audit the auditor says you did not achieve 100 cubic metres of savings; you only achieved 10 cubic metres of savings.

So on that scenario your position would be that the shareholders should receive an incentive based on the 100 cubic metres because that's what the assumptions were; is that right?

[Witness panel confers]

MS. LYNCH:  I know we're going to try to be simple about this, Mr. DeRose, but I do need to just put some clarification into this --


MR. DeROSE:  That's fine, absolutely.

MS. LYNCH:  -- and then I will go on to answer your question.

But there are elements certainly that happen during the verification process that can impact that, that are perhaps -- so we do custom project verification every year.

To the extent that through that verification, in a sampling of a project, it indicates something different than we had claimed through our custom, we see that as verification.  So that would continue to happen, so that that adjustment would happen through the audit process and be seen through.

If, on the simple example of an input change, if it were to go from 100 to 10, yes, I'm saying that our view would be that we should be kept whole.

Similarly, if it goes from 100 to 200, I'm not saying that we should be rewarded for that.  I'm saying that it should be -- it should be that our target and our results are measured under the same assumptions, so that we are not either negatively or positively rewarded for the results that could come out again of an audit process.

[Witness panel confers]

Does that provide clarity on input assumptions?

MR. DeROSE:  Absolutely.  I'm sorry, I was just waiting because I saw the two of you talking, and I didn't know whether you were done.

So what is your explanation -- and again, we talked about what's the policy rationale for incenting the shareholder, and you said one of the prime drivers is to achieve gas savings, to motivate the shareholder to instruct its employees to go out and achieve gas savings.

And, I guess -- let me put it this way: If one of my CME members comes to me and says if they only achieve 10 cubic metres of savings, why are they receiving an incentive or a bonus on 100 cubic metres of savings, what is your answer to that?  Because you're getting paid for a fictional saving.

It's one based on assumptions ahead of time, but it is -- anyway we cut it, it is a fictional saving.  The audit has concluded that you didn't achieve the savings.  What is your explanation to your customers of why you would be getting an incentive for savings that actually weren't achieved?

MS. LYNCH:  Again I would say that it is ensuring that the focus and the emphasis is there for delivering the programs, and continuing to deliver the programs.

It is just a matter of it could go lower, it could go higher.  But the importance is that if you want to ensure that the incentive is an incentive to go and be aggressive and ensure that we are achieving the maximum results, it is important that there's an expectation of what that could reasonably look like at the end of the year, and that we are not, again in a negative or positive fashion, rewarded or otherwise for something that we couldn't reasonably have known at the time, when we've completed the project.

MR. DeROSE:  So what I take from that -- are you saying that the incentive is intended to motivate the shareholder simply to deliver programs, regardless of what the actual savings are?

MS. LYNCH:  No.  I mean we have metrics that are savings-related, right, so that's a big portion of what we're proposing within the scorecards that we have.

But we have laid it out at this point based on the input assumptions as we've contained in our plan. So to the extent, for example, the savings on a piece of equipment go up or down by 10 percent, and we don't know that at the time that we're putting the plan in place, then our results would not be impacted by that.

MR. DeROSE:  Okay.  Let me now take it one step further.  Same scenario; your auditors told you it is actually 10 cubic metres, even though your input assumptions were 100.

If we again assume that the Board agrees that you only adjust input assumptions going forward, so you have now been paid your incentive based on the 100 cubic metres.

So for the setting of the target in 2017, are you using the 10 cubic metres to set the target, or are you using the 100 cubic metres that you were paid the incentive on?

MS. LYNCH:  We would be using the latest input assumptions.

MR. DeROSE:  So for 2016, you would receive -- you'd be paid your incentive based on the original input assumptions, the 100 cubic metres; and for 2017, your target would then be reduced accordingly, based on the 10 cubic metres, the most updated input assumptions?

MS. LYNCH:  Yes.  Again, the target would go up or down, based on the latest input assumptions.  It simply resets based on the best available information.

MR. DeROSE:  Okay, thank you for that.  One last question -- and again, this may actually be for panel 3.  If it is, I apologize; don't answer it -- but in the Synapse report, under the heading "Proposed metrics" Synapse raises some concerns at page 102.  I don't think you need to lift it up, but it is at page 102 of the Synapse report, and it gets incorporated into the recommendations, but it is the last paragraph right above the heading 6.2.5.

They raise the fact that you don't include a scorecard for your large volume program, and my question was:  Could you provide an explanation as to why you have not provided a scorecard?  Is that something for this panel, or is that something for the large volume panel?

MS. LYNCH:  That would be the next panel.

MR. DeROSE:  Okay, then they know the question is coming.  Thank you, witnesses, and thank you panel.  Those are all of pour questions.

MS. LONG:  Thank you, Mr. DeRose.   I think we'll take our morning break now and be back at 11:10 with you, Mr. Poch.

MR. POCH:  Yes.

MS. LONG:  Thank you.
--- Recess taken at 10:52 a.m.

--- On resuming at 11:11 a.m.

MS. LONG:  Mr. Poch, are you ready to begin?

Cross-Examination by Mr. Poch:

MR. POCH:  Thank you, Madam Chair.  Panel, David Poch for the Green Energy Coalition.


Mr. DeRose asked me to ask you:  If there's anything that he ever said that you disagree with -- in an undertaking.


Just before I get rolling here, a couple of questions that just arose out of Mr. DeRose's questions to you about the shareholder incentive mechanism and whether you used best available at that time or not, and I just wanted to see if you agree with a couple of puts and calls on that.


If you were halfway through your program delivery year, 2016 in Mr. DeRose's example, would you agree that one of the advantages of the best available approach is that you then have an incentive to adjust your program to recognize that the changed input, so you might scale up or scale down your program accordingly?  That changed input might tell you:  We want to proceed differently.


MS. LYNCH:  Yes, I would agree with that.


MR. POCH:  And would you agree that related to that is, if we're going to use best available, which I know you've -- is not your preference, but if we are going to use best available, then for that reason it's best if it's accompanied by a verification system that, in the main, relies on third parties.  Otherwise you could be -- we could be inadvertently giving you an incentive not to want to look under the rocks.  You may not want to find out, uncover, such news, until, you know, after the audit.


MS. LYNCH:  Certainly we have a robust verification process in place.  So do -- we have a technical evaluation committee going through our input assumptions, we have the audit committee going through all of the verification work, so that is an ongoing process that we're learning from.


MR. POCH:  Let me just interrupt you there.  We're also -- we've also moved in this direction of third-party verifications in the main, have we not?


MS. LYNCH:  Yes.


MR. POCH:  I'm just asking that if we're going to go with best available that would be an important feature to maintain and reinforce?


MS. LYNCH:  Yes, it is important that there is verification of it.


MR. POCH:  Okay.  Thank you, I'll move on then.


Madam Chair, we've created a compendium for panel 2 which we've distributed.


MS. LONG:  Yes, we have that.  Can we mark that, please?


MR. MILLAR:  K2.2.

EXHIBIT NO. K2.2:  GEC Cross-examination COMPENDIUM FOR UNION PANEL 2.


MR. POCH:  Thank you.  Panel, if you turn up the first page there, I've reproduced page 17 from the Board's framework report, and I just wanted to highlight some things they've said as a preamble to my question.  And in there, two-thirds down the first full paragraph there, under "Board conclusions", they say:

"Although non-participating customers will enjoy some of the non-energy benefits that result from the program, including environmental benefits, the Board is centrally concerned with two factors that must be balanced:  Ensuring the gas utilities have sufficient funding available to pursue all cost-effective natural-gas savings in their franchise areas and that the cost to undertake such efforts are reasonable for those customers who will not participate in a program."

And they go on, "Therefore", and they indicate the $2-per-month guideline for the typical bill impact for residential customer.  Then they further, in the bottom paragraph, say:

"Based on the $2-per-month cost impact, the Board has estimated the total DSM amounts..."

So -- which I'm going to call -- just call the budget caps, for -- just for labelling purposes.


So can we agree that it's quite clear that the Board's primary concern in proposing this $2 rate-impact framework, an element of the framework, and based on that, the budget caps, their primary concern was this concern about imposing costs that is adverse to rate impacts on the non-DSM participants?  That's very clear in the Board's report.


MS. LYNCH:  It's clear that the Board is concerned about the rate impact on a residential customer.


MR. POCH:  You understand that the Board's sequence of logic here is they're saying they'd like to see you get all cost-effective, but they are concerned about this impact on non-participants, so they've proposed $2, and then as a result that precipitates a budget; that's the logic sequence here.  Do you understand that?


MS. LYNCH:  Yes.


MR. POCH:  Okay.  So in determining whether your plan leads to an acceptable rate impact on non-participants, non-DSM participants, you would have to consider a number of relevant factors, and let me see if you can agree with some that are on my list.  We'll take them one by one, not necessarily an exhaustive list.


First of all, would you agree you have to consider the burden that the $2 or other figure imposes on non-participants, including the scale of that impact relative to the overall bill?


MS. LYNCH:  Yes, I would agree.


MR. POCH:  And you would want to consider the benefits to the DSM participants that are generated by the proposed plan.  Don't want to impose costs on anybody if we're not generating benefits?


MS. LYNCH:  We certainly assume the benefits for purposes of the cost-effectiveness of the program from all savings related to that.  As we've looked at this, we've looked at it as $2 on the bill for a typical residential customer.


MR. POCH:  I understand, but in deciding whether $2 is undue or is an acceptable rate impact, you had to make that -- you've decided to follow the framework in most cases, but you started off your presentation, in-chief, explaining how in some cases you've deviated from the framework because you didn't think it was the best approach in the circumstances.


So you've had to put your mind to whether this $2 is reasonable, and I'm asking you, wouldn't one factor that you and presumably the Board would have considered is that you don't want to spend $2 or anything else, any sum of money for that matter, unless there is some significant benefit being generated, and the predominant one being for the DSM participants; you'd agree?


MS. LYNCH:  Yes, I'd agree that we want to generate benefits for participants.


MR. POCH:  And the typical measure of that being the TRC, or TRC plus test.


MS. LYNCH:  For our cost-effectiveness screening, yes.


MR. POCH:  Right.  And it's also a reasonable consideration, is it not, to look at the benefits to society-generated?


MS. LYNCH:  It certainly is.  I mean, there is a societal cost test that is used within DSM.  The guidance that we have in the framework is the TRC plus.


MR. POCH:  Leaving aside the guidance and the framework, you'd just agree as a matter of rationale decision-making that's a reasonable consideration.  You are going to impose a cost on somebody in society.  If there's wide-spread benefits in society, that's a consideration?


MS. LYNCH:  It's a consideration.


MR. POCH:  All right, and certainly you'd want to consider the benefits that these non-participants share, wearing their ratepayer hats; that is, the net impact on these non-participants; would you agree?

MS. LYNCH:  When you say net, Mr. Poch, net from a bill perspective?

MR. POCH:  In net dollars and cents, yes, as opposed to the broader societal softer considerations, if you will.

MS. LYNCH:  You'd ultimately want to consider overall impact.

MR. POCH:  Okay.  In your sensitivity analysis where you were asked to look at alternative budgets, you didn't provide the change in TRC benefits with more or less spending, did you?

MS. LYNCH:  No, we provided the budget and the savings amounts, as requested in the framework.

MR. POCH:  Don't you think it matters to the Board whether an extra, you know, 5 million in spending would net 5 million in TRC net benefits or 50 million?

MS. LYNCH:  I would say yes, it matters.

MR. POCH:  And in your rate impact analysis and your sensitivity analysis, you didn't even analyze, let alone include rate reducing impacts from the items -- the matters I discussed with panel 1, including DRIPE, reduced marginal gas that's more expensive than average gas, reduced marginal transportation that is more expensive than average, avoided local transmission infrastructure.  Wouldn't you have wanted to understand those impacts, if the goal was to maximize conservation with an acceptable rate impact?  Isn't that last category the net benefits to non-participants wearing their ratepayer hats?

MR. TETREAULT:  I think, Mr. Poch, it certainly matters in the context of Union's DSM programs.  But I don't believe it is relevant in terms of determining the rate impacts.

Rates, as you know, reflect costs, and -- the direct costs of Union's DSM programs, and all of the rate analysis, rate impact analysis that we've done here reflects the cost that have been included in rates, and what a typical customer will pay every month as a result of that.

MR. POCH:  Now you weren't here for the previous panel, and I'm not asking you to agree to any numbers that we posited.

But that list I just read were all mechanisms which affect how much your rates are.  They all reduce rates for non-participants.  I appreciate this may not be your area of expertise, but can we just agree that to the extent that they do, that's a relevant consideration, and you haven't considered that at all in either your rate impact analysis or your sensitivity analysis.

MS. LYNCH:  The rate impact analysis is as Mr. Tetreault indicated. It is just that, what a customer would pay in a given month.

It does not have all the benefits, or the lifetime benefits incorporated into that analysis.

MR. POCH:  You're agreeing that you didn't analyze these, and you didn't include them in your rate impact analysis?  It's that simple.

MR. TETREAULT:  That's correct.

MR. POCH:  And for the purposes of this application, you didn't even analyze your distribution infrastructure avoidance, either.  You just used this 2 percent placeholder that we spoke of in the first panel.

MS. LYNCH:  Yes, and as we've said, we've used it as a proxy for purposes of including it in our cost effectiveness screening.

As we've also indicated, we are intending to complete a study that will further inform what that value should be going forward.

MR. POCH:  Now, since the development of the Board's framework, we now have explicit announcements of government policy that will put in place -- in effect, put a price on carbon in the near future.

Won't that significantly alter the benefit to participants?

MS. LYNCH:  At this point, as you know, we've got the 15 percent non-energy benefit adder that we've incorporated in.  We will certainly receive more guidance on the structure related to cap and trade going forward, and what -- that will certainly inform what we could use on a go forward basis.

But at this point, we have not -- we don't know what that benefit might be.

MR. POCH:  Would you agree that to the extent that DSM lowers the market clearing price of carbon credits once we have cap and trade in place, there will be a benefit to non-participants from that, as well?

MS. LYNCH:  Again I would say that until we know the structure of cap and trade, and until we know what's in and what's not, it's difficult to answer those questions.

MR. POCH:  I think I had the answer from your previous panel that your company has been briefed by government on what their intentions are; correct?

MS. LYNCH:  We have attended a consultation session.

MR. POCH:  In our booklet, we've included a slide deck that was -- I gather has been used pretty widely, and it's now in wide circulation.

You don't have to turn it up, but I'm sure you've seen it.  Much of it was filed in the previous panel.  Is there anything in there that deviates from your understanding of what the current intention, the current plan is?

MS. LYNCH:  I don't know that -- I can't say that it deviates, but again it's a draft, it's questions that are being asked, it's for consideration.

I would expect that this is going to evolve considerably over the coming months, and could change from what's here.

MR. POCH:  That's your best understanding of what government is intending at this time.  Many points in there aren't questions; they're saying this is what we're thinking and what we are planning to do.

That's your best information.  It is equivalent to your best information, whatever other sources you have, of what we can expect right now?

I absolutely agree with you, it's not been reduced to a regulation yet.  I'm just saying that's the best information we have.

MS. LONG:  Mr. Poch, are you referring to page 12 of your compendium when you say "that" or "it"?  You are directing the witness to the slide deck?

MR. POCH:  Yes, the slide deck, which is several pages of our compendium, yes.


MS. LONG:  Thank you.

MR. POCH:  Starting at page 11, yes.

MS. LYNCH:  I would agree.  But again, it's -- because there are still so many unknowns, until we get some level of clarity, that will not inform what we may be able to do going forward.

And as I indicated yesterday, this is something that we do expect to get more clarity on in the coming months, and can more fully be addressed at that time, and perhaps appropriately at the mid-term review.

MR. POCH:  All right.  You can appreciate, though, that this is putting forward a six-year plan.  The mid-term review, we have learned, is not likely to be able to allow you to react and change your programs until maybe the fifth or the sixth year of that six years.

Do you think it's -- don't you think it's reasonable to make some assumption, at least a conservative one, about how this affects the various concerns you have in developing a plan?

[Witness panel confers]

MS. LYNCH:  I would say a couple of things.  First, I don't know that I'd say it's the fifth or sixth year.  I think that will depend on the structure as is outlined for the mid-term review, and the guidance we receive from the Board on that.

On the conservative part, there is an estimate based on the non-energy benefit, 15 percent right now that would be --


MR. POCH:  Well, I was -- sorry, I didn't mean to interrupt.  Go ahead.

MS. LYNCH:  -- that's included in our cost effectiveness screening.

MR. POCH:  But you haven't included anything in your rate impact analysis, and you haven't included anything in your sensitivity analysis?

MS. LYNCH:  No.  Again, you know, our plan was filed on April 1st; this is information that is evolving quickly.

MR. POCH:  I do appreciate that, okay.  Just on the sensitivity analysis, let's just look at a couple of the other concerns that Mr. Neme had raised in his evidence, in his report, about your sensitivity scenarios.  We have reproduced part of his report at page 2 of our materials, cross materials.

We have already spoken of the -- I think, in part, of the first two there, the fact that you didn't do a TRC analysis of your alternatives and the, well, the extent of the budget considerations, but -- so let's go to the third one.

You assumed 20 percent of all increased spending would need to go towards admin and evaluation, because that's the portion that's in your base budget for those items.

Mr. Neme's suggestion is that those costs of admin and evaluation will not change in any sense linearly with the scale-up.  Would you agree with that point that he makes there?

MR. DIBAJI:  That's fair.  For the purpose of the sensitivity analysis, we took a simplified approach and made assumptions; correct.

MR. POCH:  Okay.  And overleaf, it is his further point, Mr. Neme offers, about your estimates of the volume of additional participation and savings you can achieve, from increased rebate -- increasing the rebate levels in your home retrofit program, and in short, he says if you take a look at Enbridge, for example, even adjusting for the different number of homes in your two franchises, they've got rough -- they're going to achieve roughly 50 percent more than -- I'm sorry, they're going to achieve nearly twice the participation rate with comparable incentive levels.  So is there some reason that Union wouldn't be able to achieve the same kind of significant additional participation in the program that Enbridge is planning to achieve?

MS. BROOKS:  I think the difference is in the participation levels between Union and Enbridge comes down to the fundamentals of the program.  As Union has made clear in our evidence, the primary objective of our offering is to align with a guiding principle to take a very holistic and comprehensive approach to each home when we're in -- providing energy savings, and I think this is relevant in our rebate structure, so we have put forward a $250 bonus incentive to encourage participants to go beyond the minimum requirement of two measures per home.

We have also increased our cap from 2,500 to 5,000 to further encourage customers to take a comprehensive approach to the home.  And we have also ensured that our coverage of incremental cost for more comprehensive measures such as insulation incentives is higher than that of the other measures, such as high-efficiency furnaces.

MR. POCH:  I don't want to go through that all, you know, in the fine detail comparing to Enbridge, but Enbridge also is, are they not -- put in place components of their program to ensure deep savings, to pursue deep savings?  You've listed a number of valuable components to your program; I'm not disputing that.  I'm just saying, but Enbridge has also got similar components.

MS. BROOKS:  I'm not aware that Enbridge has some of the components that we have listed, in terms of the overall cap to the home and the bonus incentives.

MR. POCH:  Have you actually compared them and done an analysis of...

MS. BROOKS:  We are aware of Enbridge's evidence, yes.

MR. POCH:  So why is it that Enbridge is expecting so many more participants, then?  I would have thought your programs from what you've just said, sounds like your program is even more attractive.  That's what your position is, so I would have thought that would mean you should even have higher participation.

MS. BROOKS:  I think it's back to what Ms. Lynch said in the opening statement, that it is really a balance between taking a comprehensive approach and an overall participation approach, so the comprehensive approach that we've taken to ensure that when we are in the home we are addressing all measures, the trade-off of that is that you are going to have a relatively lower participation rate.

MR. POCH:  Okay.  So what you are really saying is it's budget constraint.  You have got so many dollars.  If you spend it in deeper measures, you are only going to get it into fewer homes.

MS. BROOKS:  So can I just take you to Exhibit A, tab 3, appendix A, page 16 of 118, please -- sorry, page 17.

MR. POCH:  Sorry, is that going to come up on the screen here?  Thank you.

MS. BROOKS:  So as Union has noted in our evidence, as far as our context for targets, Union went about driving the -- designing the overall program based on the principles that I've outlined.

We also came up with an overall rebate average of 34 percent.  We then looked at other jurisdictions to directionally inform what an appropriate target would be, based on all of those qualifiers, and from what other jurisdictions are showing, the target that Union has put forward is comparable or even slightly more aggressive than those who have similar rebate structures.

MR. POCH:  I thought we just -- you just finished saying to me that one of the differences between your approach and Enbridge's, which is anticipating twice the participation rate, almost three times, I'm told, is that you have some components of your program which cause you to, in effect, go deeper and spend more on incentives in some cases, on measures.

And it strikes me that may be laudable, but can we agree then that if that is the explanation for why you have a lower participation rate, it's because of the point I asked you a moment ago; that is, that you've assumed there is a set budget.  If you spend more on these participants, then you have to go to fewer participants; that's the difference.

MS. BROOKS:  I wouldn't agree with that statement.  What I was trying to explain is that we looked at what the principles of the program were, the comprehensive approach that we're looking to take in order to meet those guiding principles, and we then looked at other jurisdictions to directionally inform us as to what would be reasonable and aggressive targets with those factors in mind.  That's how we set our overall target and accompanying budget.

MR. POCH:  I guess I'm struggling here.  I'm trying to understand, what about your approach then causes you to have a lower participation rate than Enbridge, just looking at Enbridge?  Are they just wrong in what they think they're going to accomplish, or...

MS. BROOKS:  I'm not suggesting that Enbridge is wrong.  I'm suggesting that Union and Enbridge have different programs with a different set of considerations.

MR. POCH:  I understand that, you've made that perfectly clear, and I'm just asking about the participation rate.  What's the -- what element of participation of your program causes you to have a lower participation rate?  You understand, by "participation rate", what I mean, that it's the -- the percentage of available opportunities, participants, however you measure it in a program, coming up in a given year that you -- or that are available, if it is not a lost-opportunity situation -- that you are capturing with your program?

MS. BROOKS:  So what I'm trying to state is that the way we've designed our program and the objectives of our program, we feel the participation rate we have put forward is reasonable based on the extensive work we've done to compare ourselves to other jurisdictions.

MR. POCH:  All right, and you don't have an answer for me as to why you couldn't -- you couldn't get two or three times the participation rate, as Enbridge's, if you just put -- if you spent more, if you just put more resources into this, could you get that participation rate?  Is there any reason to think you couldn't?

[Witness panel confers]

MS. BROOKS:  I think part of it also comes down to what are what the primary objectives of the programs are driving.

So you can also note in the overall participation targets, as well as the m-cubed targets for both plans, that Union is looking to extract more m-cubeds per home than Union has.

So there are definitely different structures to both of the programs.

MR. POCH:  No, I appreciate that and, as I say, that's a laudable goal, and I don't in any want to suggest otherwise.

I was just asking about the possibility of increasing your participation rate, and it seems to me you could do so simply by putting more resources into the program and just trying to get more done in any given year.

MS. BROOKS:  One of the distinctions that we've made in our comparison to other jurisdictions is that we see a directional relationship between the percentage of incremental cost that is covered.

I can't speak to that percentage of incremental cost for measures and the measure make-up that Enbridge is assuming based on the structure of their program.

MR. POCH:  Okay, let's move on.

MS. LONG:  I'm sorry, Ms. Brooks, I'm not sure I understand the answer to Mr. Poch's question.

So if the budget was increased, do you anticipate that you would have greater participation?  I think that was his question, and the answer may be "I don't know.  We haven't considered that."

MS. BROOKS:  We have considered that.  It is actually in our sensitivity analysis.

So what we've understood from other jurisdictions is that there is a directional relationship with the cost of the incremental cost.  I believe there is an IR that I can pull this up.

So if we look at other jurisdictions, such as Massachusetts, which have much higher participation rates than what Union is proposing, our understanding is that they cover approximately 70 percent of the incremental cost, whereas our average is 34 percent of incremental cost.

So if we were to look at increasing the overall incremental cost coverage, we think we could have a higher participation rate.

However, when looking at the overall budget guidance, we were trying to balance a comprehensive treatment and participation rates, and we felt that the level of incremental cost we set was appropriate.

MR. POCH:  So I think you're agreeing with me; it's a budgeting decision?

MS. BROOKS:  I would agree.  However, as our sensitivity analysis showed, the proportional increase in budget to cover something like 70 percent of incremental costs would be -- would take us well beyond the budget guidance of a $2 rate impact for residential customers.

MR. POCH:  You said you are covering 34 percent of the incremental cost of measures; is that right?

MS. BROOKS:  That's right.

MR. POCH:  Did you happen to know what Enbridge is?

MS. BROOKS:  I'm not aware of what Enbridge is.  They have a different structure than we do.

MR. POCH:  While we are talking about TRC matters -- I think this is probably for you, Ms. Lynch, and we have provided -- we have reproduced on the next page of our materials, page 4 of our materials, Exhibit A, tab 1, page 3 from the filing.

There you say there's that your six-year plan should produce about a billion dollars of net TRC benefits.  A lot of savings.

So first of all, can I confirm that's the TRC, not the TRC plus result?

MR. DIBAJI:  That is the TRC plus for 2016 to 2020, and the TRC for 2015.

MR. POCH:  Okay.  Second, we haven't been able to find anywhere where this is spelled out in more detail by year.  There was an interrogatory which we've reproduced part of on the next page, which is Exhibit B, T3 Union.ED.10, and then in the attachment there, we've found some numbers.

And we were -- I think, Ms. Lynch, you may be aware that we were a little confused by some of this, and we called you back -- called you about it a few weeks ago, and we weren't able to hear back from you.  So let's see if we can clear it up now.

The TRC net benefits on that table add up to 1.3 billion as opposed to a billion, and that's only for five years.  So you can help with us -- can you reconcile?

MR. DIBAJI:  Yes.  So those figures there represent the net TRC benefits, not the net TRC.

The distinguishing factor there is the incremental cost and program costs have not been taken off those values.  This was in direct response to Environmental Defence IR, where they wanted the net TRC benefits.

But if I turn you to Exhibit B, T3 Union.CCC.1 --


MR. POCH:  Before you do that, let me clarify the wording.  I assume net benefits; net means net of cost.  So I think it's a labeling issue.

MR. DIBAJI:  It is a labeling issue; correct.

MR. POCH:  So perhaps would it be clearer if it just TRC benefits, not net?

MR. DIBAJI:  That's correct.

MR. POCH:  All right.  So we can make that change, thank you.  Go ahead.  You wanted to say something else?

MR. DIBAJI:  Yes.  I think you were referring to we weren't showing where the actual individual TRCs were on an individual year for net TRC.  If you turn to Union.CCC.1, we have actually broken it down per year between 2016 and 2020.

MR. POCH:  Okay.  So --


MS. LONG:  Mr. Poch, just before you continue, I'm going to ask those people that are listening in on the line -- we're hearing some flickering and coughing.  So I would ask those that are listening in to please mute their phones, so that we don't have that disturbance in the hearing room.  Thank you very much.

Sorry, Mr. Poch, please continue.

MR. POCH:  Thank you, Madam Chair.  So just looking then at the IR you've pointed us to, I just want to make sure we've got the right label on it, too.

Can you just tell us are these -- first of all, is it net, or is this benefits?

MR. DIBAJI:  This would be net TRC.

MR. POCH:  So it captures overheads, and what have you?

MR. DIBAJI:  Correct.

MR. POCH:  And is it TRC, or TRC plus?

MR. DIBAJI:  For 2016 to 2020, it is TRC plus.  For the historical numbers, it's TRC.

MR. POCH:  Thank you.  And is there -- can you give us a 2015 number at this point?

MR. DIBAJI:  In the $1 billion figure that you pulled up in our evidence, we assumed -- because 2015 is a rollover year, we just assumed the 2014 TRC results as a rollover TRC results for 2015.  That was the assumption we made.

MR. POCH:  Thanks.  That's great.  Okay, let's move on.  I think carbon policy is on your list of topics -- my favourite.

Can we agree that a simplifying assumption, like 15 percent to capture non-energy benefits, may be a good tool to avoid some difficult and highly debatable attempts to monetize softer benefits, like employment spin-offs and home comfort?  Those would be some examples of non-energy benefits?

MS. LYNCH:  Those are examples of non-energy benefits.

MR. POCH:  Right, and they're difficult to quantify?

MS. LYNCH:  They can be challenging, yes.

MR. POCH:  Okay, and would you agree that where we have actual monetized values, and that they're internalized and that they're lockstep with your energy use -- or your customer's energy use, I should say -- then it's -- it would be preferable to be as precise as you can, and use actual values.

And of course, if they were in the 15 percent adder, we would want to subtract it from that, not to double count?

MS. LYNCH:  Yes, I would say ultimately you use the most accurate information you have.

MR. POCH:  And you'd agree that with the advent of cap and trade, we are entering the era where you are going to have actual monetized and internalized values for that particular benefit.  In effect, it will no longer be a non-energy benefit it; it's going to be an energy benefit because it is tied to energy use.

MS. LYNCH:  I would agree that once we have a system in place, once there's an auction process established, that there will be a price in the future.

MR. POCH:  Right, and it's always going to be a matter of forecasting, just like your gas prices are a matter of forecasting in your avoided costs; correct?

Unless your understanding of the cap and trade is different than mine, this is going to be a value that changes over time.  It is going to be market-driven and, to some extent, regulatory-driven?

MS. LYNCH:  I'd say it was maybe more than forecasting just at this stage, in trying to determine what is in and what is not in.

MR. POCH:  Fair enough, but it's always going to be a forecasting problem for you, just like gas prices are a forecasting problem for you, and you're going to have to wrestle with that.

MS. LYNCH:  Certainly you are going to make an estimate based on the best available data.

MR. POCH:  Okay, now, we've just reproduced a little bit of Mr. Chernick's report starting at page 6 here, and he just recites the fact that the province, as we have spoken of, has joined the Western Climate Initiative with Quebec and California and perhaps other jurisdictions and has adopted goals for -- he recites the 37 percent reduction by 2030, and that -- that that corresponds to a 2.5 percent annual reduction, and -- every year.

Does that accord with your understanding, first of all?

[Witness panel confers]

MS. LYNCH:  My challenge is that directionally based on what they are -- yes, but again, we don't know what will be the ultimate design or the timing of when we will enter a cap and trade system.

MR. POCH:  I understand your point, but you agree we've joined the cap and trade; that decision has been made.  And you agree that there are these various goals in place; that decision's been made.  And the numbers are what the numbers are, and they say it's going to require an average of two-and-a-half percent annual reduction.

Is there any dispute about any of those things?  Those are certainties, pretty much.  I guess I can't say certainties, pretty much, eh?  That's pressing it.

[Laughter]

MS. LYNCH:  Again I would say that the challenges that -- there is information that we know at this point.  There have been times in the past when we've started down a carbon path.  We've made commitments that the time has changed; we are now back at this stage.

My point again is just we -- there are so many elements that we don't know at this point, and until that is established it's very difficult to say what the impact will be.

MR. POCH:  I appreciate there are lots of unknowns and unknown-unknowns, whatever we want to call them, but we do know this, do we not:  We joined that club, the Western Climate Initiative.  We know that; correct?

MS. LYNCH:  Yes.

MR. POCH:  And we know that the government has made a formal commitment to these goals as part of that?

MS. LYNCH:  We know they've made a commitment.  We don't know the timing of when we would officially enter the --


MR. POCH:  I know that -- sorry to interrupt you, but just to keep us on track here.  We know that they've made some end goals here, 2020, 2030, 2050.

MS. LYNCH:  Yes.

MR. POCH:  We know that.  And we know that, taking for example the 2030 goal, that means that two-and-a-half percent reduction on average every year is going to need to be achieved somehow if we're to meet that goal.

You're not -- you're not disputing that arithmetic, if you will.

MS. LYNCH:  I almost hesitate to do this, but in the draft -- in the slides -- I know it's indicated that the exact figures are to be confirmed in what's to happen, so again, there's elements that will still need to be considered.

MR. POCH:  I think those slides -- I'm just doing this from memory without turning them up, but I think it said 2 to 3 percent from now 'til 2020, and I was just using the two-and-a-half to 2030, but take your pick.

[Witness panel confers]

MS. LYNCH:  Again, I just -- I feel like I'm repetitive, but it's just, our discomfort is --


MS. LONG:  I agree, Ms. Lynch.  I'm going to interject here.

Mr. Poch, how many times are you going to ask her this question?  I think she's given you all that she can answer.  She's read the slides.  She can do the math for you, but I think her answer is at this point she can't go any further than the explanation that she's given you about the uncertainties.

MR. POCH:  Okay.  Do you have any reason to disagree with the Environmental Commissioner's report that we are going to fall short 19 megatonnes without further actions
-- fall short of the 2020 target?  That's the context we're dealing with.

MS. LYNCH:  Is there a specific reference?

MR. POCH:  Yes, that page we were just looking at in Mr. Chernick's report, he footnotes that, and I know that report, indeed, is in the evidence as part of an interrogatory answer.

You can take it subject to check, if you like.  Well, given that, I think your answer is clear.  You have no reason to disagree, but you're not able to confirm.

MS. LYNCH:  Yes, I don't have any reason to disagree with the Environmental Commissioner's report.

MR. POCH:  Thank you.  And if you go to the next page of our materials, page 7 of the materials, there's a -- GEC's response to Energy Probe Interrogatory No. 3, and there the witnesses have taken the numbers of emissions reported in the Environmental Commissioner's reports and in the responses to undertakings that you and your -- and Enbridge gave about throughput volumes for export, and Mr. Neme calculated that -- his number is 29.6.  Well, let's call it approximately 30 percent of the province's emissions are from the gas distribution -- or from natural gas in Ontario, used in Ontario.

Does that accord with your -- again, not -- again, we don't need a second significant digit, but does that accord with your understanding?

MS. LYNCH:  I don't have any reason to disagree.  I just, I can't say any more than that.

MR. POCH:  Okay.  That's fine.  And if you want to -- if, after having a chance to look at it further, you have any concerns, by all means raise them.

He goes on to look at the 2050 target and concludes that, even if all other sources of emissions in the Ontario economy were completely eliminated to reach the 2050 target, you'd still require a reduction of 28 percent from today's natural-gas consumption.  Do you see that?  That's answer B.

MS. LYNCH:  I see answer B.

MR. POCH:  Do you have any problem with the math there?

[Witness panel confers]

MS. LYNCH:  I have not examined the math here.

MR. POCH:  Let's proceed -- you can take that subject to check?  Can you take that?  Can you accept that?  Let me put it more simply:  That the goal for 2050 is an 80 percent reduction.  If gas is 30 percent right now, you've got to reduce it by about a third; is that fair?

MS. LYNCH:  Yes.  Subject to check.

MR. POCH:  Ballpark, fine, thank you.

And can we agree that for -- if cap and trade is to play any kind of significant role in the government achieving its 2020 challenge, its goal, it's going to have to be done expeditiously?

[Witness panel confers]

MS. LYNCH:  According to the targets that have been set, as you've outlined them, yes.

MR. POCH:  Okay.  Now if we were to wait for the mid-term review report due in mid-2018, which could realistically only impact year 2019 and 2020 plans, would you agree that that would put -- if this sector is required to carry any of that burden, it's going to be pretty late in the day?


MS. LYNCH:  I'm not disagreeing.  I think there would be -- there is a role for energy efficiency.

But again, until we have an understanding of when we'll join, what the targets are, who's included, I really can't comment any more than that.

MR. POCH:  Would you agree that an orderly ramp-up of efforts to reduce emissions, DSM efforts, is likely to be both more effective and more economical than a sudden ramp-up, if a ramp-up is required?

MS. LYNCH:  I would agree that an orderly ramp-up can be more effective, but again, time dependent.

MR. POCH:  Now the slide that we have included mention this possibility of rewarding early action.

Have you met with government officials to discuss that option of how ramping up DSM might fit into this early action mechanism, and you could help ease the attainment of the 2020 goals?

MS. LYNCH:  I have not.

MR. POCH:  And to your knowledge, nobody in Union has?

MS. LYNCH:  Not to my knowledge.

MR. POCH:  Okay, let's move on.  Now, I'm sure -- we're going to move on, and I'm sure you have concerns about the particular quantification of rate reducing impacts like those discussed in Messrs. Neme and Chernick's report.

Again, I'm talking -- I don't want to go over them all, but I'm talking about benefits from DRIPE, from reduction in margin marginal versus average cost of gas.  We've talked about lower clearing prices for carbon, about distribution and local transmission infrastructure reductions.

Would you agree that to whatever extent that such impacts happen, since you've been doing DSM for many years, with the exception of the point about carbon clearing prices, those same mechanisms would, to a greater or lesser extent, be impacting rates for non-participants today, not just for future years?

MS. LYNCH:  Can you just confirm what you're referencing?

MR. POCH:  Well, I wasn't referencing any specific part of the reports.  I'm just noting they discuss them.

I'm referencing the mechanisms of price suppression, of the fact that DSM can allow you to lay off your more expensive gas rather than your average price of gas, which is what's in rates.  It can allow to you avoid infrastructure going forward, on the distribution side and on the local transmission side.

Those kinds of impacts, to the extent they flow through into rates, they are not -- that's not a new thing.  Your past DSM would have given us those benefits, too, and so non-participants would be -- to whatever extent those benefits exist, would be enjoying them today.

MS. LYNCH:  Yes.  Yes, again, to whatever extent those exist.  And I think we had extensive discussion about the magnitude and timing of considering those elements.

MR. POCH:  That's fine.  Would you agree there's always going to be this temporal mismatch between rate-increasing and rate-reducing impacts for non-participants, but rate reducing impacts from past DSM will, to a greater or lesser extent, offset rate increasing impact from current spending?


[Witness panel confers]

MR. TETREAULT:  Mr. Poch, I can agree with you that to the extent in the past there have been cost reductions, that have then been reflected in rates on a forward-looking basis, I think I can agree with that aspect of your statement.

I think what's key, though, is that, just to take you back to first principles is that rates reflect the utilities' forecasted cost at a point in time and not necessarily, as you know, future potential avoided cost.  They reflect the utilities cost of service at any juncture, if you will.

MR. POCH:  Right, and you adjust rates, the Board adjusts them through its various mechanisms, having some reference to what actually happens.

MR. TETREAULT:  Having an eye to what the utilities' cost of service is; that's correct.

MR. POCH:  Okay, I think we agree. I'm just saying that to the extent your costs would have been higher if we had not been doing DSM for the last ten years, that's a benefit that's being enjoyed today by DSM participants and non-participants alike?

MR. TETREAULT:  Yes.

MR. POCH:  Okay.  And similarly, in terms of this sort of temporal mismatch question, many customers will not be DSM participants today, or perhaps ever again, but they have been in the past and will continue to enjoy bill savings for the life of the measures that were put in place.  Do you agree with that, Ms. Lynch?

MS. LYNCH:  I would agree with that.

MR. POCH:  Right.  And do you have any idea what proportion of your customers have, in fact, participated at least once over the years of your program?

Let me just ask you this.  I think upgrading the hot water heaters was one of the first DSM programs, and that's pretty well your entire residential customer base, isn't it?

MS. LYNCH:  Yes, we've had about 700,000 customers participate in that program.

MR. POCH:  And because and Enbridge did that, in fact it led to market transformation, and led new regulations, and everybody is continuing to benefit going forward with from those new standards that you helped to lay the foundation for.

MS. LYNCH:  Sorry, just for clarity, you were speaking to hot water heaters, not the hot water conservation measures that we've subsequently done through our ESKs?

MR. POCH:  Yes.

MS. LYNCH:  Yes, I agree we had programs related to higher efficiency water heaters that then ultimately became code requirements.

MR. POCH:  Right.  And similarly, showerheads were widely distributed?

MS. LUNCH:  And that's with where I was going with the 700,000 customers that have participated in that program.

MR. POCH:  Okay.  And certainly the societal benefits that we would want to consider, that we discussed you'd want to consider, obviously all your customers share in those.  We don't even need to talk about them, I think.  I won't even ask you a question.

And this new kid on the block, the carbon question that's an emerging reality, if you will, past DSM would have lowered emissions, would it not?

We are at a baseline now that is lower because of your past DSM efforts?

MS. LYNCH:  Yes, consumption is lower for an average residential customer.

MR. POCH:  Even the DSM that was put in place before anyone started talking about cap and trade will have real value going forward, because it has reduced the amount of abatement needed in Ontario, and therefore the marginal cost of abatement, assuming we'd have the same goals at the end of the day?

MS. LYNCH:  I'd say it depends on where your target is and what your baseline is, on what you're assuming is the year that you are comparing to.

MR. POCH:  I'm just saying if the only thing we changed was you had not done any DSM for the past ten years, we'd have a harder job now.  The cost of abatement would be -- facing your customers in Ontario generally, today would be higher, and the marginal cost of abatement would likely be higher too.

MS. LYNCH:  Again, I think you'd have to consider what your goals are, and is it a percentage that you're talking about relative to...

MR. POCH:  I'm assuming the goals remain the same, not as -- you know, in fixed terms, in absolute terms.

However many megatonnes that 2020 target is and 2030 target is, whatever the gross emissions of the economy target is, to achieve that, obviously if you hadn't done DSM we'd have a tougher job and it would be more expensive today.

MS. LYNCH:  Again, I would say -- well, I agree with you that efficiency would have an impact.  It is not necessarily based on what you're assuming in your base year and what the achievement level is set at.

MR. POCH:  All right.  Now, you, in fact, were kind enough to, in -- I apologize I didn't get this in my materials, but if you could turn up Exhibit B, T13, topic 13, Union.VECC.2.

And there in your first response you were kind enough to provide us with the number we were looking for, which was that there has been 7-and-a-half-billion cubic metres of savings as a result of your 1997 through 2013 DSM program; correct?  I'm interpreting that correctly?

MR. DIBAJI:  Mr. Poch, can you repeat the question, please?

MR. POCH:  I'm just confirming that I'm reading that interrogatory correctly, that your '97 through 2013 programs have resulted in 7-and-a-half-billion cubic metres' annual reduction that's persisting today.

MR. DIBAJI:  Yes, approximately.

MR. POCH:  Okay.  Now, I just did a back of the envelope, using the 1.89 kilograms of carbon per cubic metre that seems to be the conversion factor one uses -- take that subject to check it you like -- and I just multiplied that, and that 7-and-a-half-billion cubic metres of savings means roughly 14 billion kilograms or 14 million metric tonnes of carbon abated each year today because of your programs in that period we've just spoken of.

So that's -- you've had a considerable impact on the state of affairs in Ontario in terms of carbon; fair?

MR. DIBAJI:  Subject to check, yes, that's fair.

MR. POCH:  Okay.  Presumably Enbridge has done similarly well, although I gather they had a tougher go because they don't have those big industrial customers.

If you go to page 21 of our materials, we just included something we've already looked at with the other panel, and this is just the results from the most recent California-Quebec trading auction, they call it joint auction summary results report.

And we see there that the settlement price in Canadian dollars -- and I confirmed that this document is actually in metric tonnes as well -- is just over $15, slightly above the reserve price.  Do you see that?

MS. LYNCH:  Are you referencing the median allowance price?

MR. POCH:  No, I'm looking at the settlement price.

MS. LYNCH:  Oh, sorry.  Yes, thank you.

MR. POCH:  I think this is what they call a Dutch auction.  There's all kinds of bids.  There is a medium bid and so on, but in the end everyone takes the settlement price, and that's around $15.

And so I just -- again, back -- just to get a back-of-the-envelope sense of all this, I just took that 14 million tonnes we just spoke about that is persisting, savings from your DSM program to date, not even including 2014 and 2015, and just multiplied those two numbers together, $15 times 14 million tonnes, and that gets us around $200 million with that -- based on that valuation in each year VECC -- for which there won't be a carbon compliance cost because of these past efforts as soon as cap and trade takes hold in the next two or three years, whenever it is.

Are you following my math, and does that make sense to you?

[Witness panel confers]

And I appreciate, obviously, we don't know what the price of carbon will be then, but that's actually very close to the reserve bid, which I assume is the floor it's going to be.

MS. LYNCH:  Yes.  Again, it is an interesting statistic based on the price that's listed here, but I don't know what we will ultimately see as a price in Ontario.

MR. POCH:  At page 9 of our materials we have included an Ontario Ministry of Environment news announcement, and just there it just says they intend to link -- I understand that -- well, there they say -- they highlight at the bottom:

"Ontario intends to link with Quebec and California."

Do you understand the word "link" is a term of art in the cap and trade world?  It implies a degree of consistency required between the different jurisdictions that are sharing a common auction?  Did you know that?

MS. LYNCH:  I understand that there is expectations in joining the initiative.  However, I also understand that there is flexibility within that.  So again, until we determine how specifically Ontario intends to interact here, I really can't say anything more.

MR. POCH:  On that page we just looked at, there is a reserve bid that means -- there's a floor, a floor price for carbon already amongst our trading partners.  No reason to think it's going to be less than that, is there?

MS. LYNCH:  I really can't comment.

MR. POCH:  All right.  You haven't looked at this?


MS. LYNCH:  I have not looked at this.

MR. POCH:  Okay.  I will venture one more question.

Would you expect carbon allowance prices to decline or increase as greenhouse -- government's greenhouse gas mitigation goals come into play, as we get nearer, as we -- as they get stricter down the road?

MS. LYNCH:  Again, I don't have any --


MR. POCH:  Fine.  If you haven't looked at it, that's fine, and if you don't have an opinion, that's fine too.

Let's move on, then.  I want to talk a bit about shareholder incentives and metrics and scorecards.

Could we turn up page -- sorry, one second, I'll find it for you.  Page 23 of our materials, which is page 36 of Mr. Neme's evidence.  And I just want to touch on a few of these points Mr. Neme's made in each of these areas of your plan, start with -- there's acquisition.  And he notes that -- by the way, I think if we -- you have to go over to the next page, page 24, and I apologize.  I think there is an editing error here at the bottom of page 36, so that the paragraph flow, I think, got interrupted, but let's just look at the top of page 37.

He finds that -- he suggests that you're forecasting savings from your custom commercial and industrial measures will decline by about 10 percent relative to 2014, while the costs of acquiring will increase by 25 percent per lifetime cubic metres saved.

Can you confirm that he's got that right, first of all, and tell us why that is?

MR. GOULDEN:  I can confirm that directionally that seems about right, Mr. Poch, although I can't confirm the numbers.

In terms of why that has occurred, that's because the mix of programs within the custom C&I program has changed, or is proposing to change.

MR. POCH:  And are you -- I assume you wouldn't voluntarily want to lose results and increase costs.  So why is that mix changing?

MR. GOULDEN:  I believe that's primarily a result of our move away from O&M repair for our custom program.

We've gone to deeper savings with the O&M replacement and capital programs, and consequently that's had a big impact.

MR. POCH:  And he goes on to say, about that same sector program group, that the per unit savings from the prescriptive measures -- you've got prescriptive measures in your custom program, I understand -- is projected to increase by about 30 percent relative to 2014, while the amount of savings from such measures is growing.

And he wasn't able to get to the bottom of what the explanation is there, and give an opinion if that was reasonable.  Perhaps you can help us.

MR. GOULDEN:  Ms. Brooks will help with the prescriptive piece, Mr. Poch.  But no, there are not prescriptive measures in the custom program; that is not correct.

MS. BROOKS:  So for the prescriptive measures, I'd like to turn to you Exhibit A, tab 3, appendix A, page 43.

As we've outlined in our context for targets here, we have reduced our CI prescriptive budget by approximately $3 million.

The reason the costs have gone up is really that we're trying to hit the objective of increasing our participation across non-traditional non-participants.

One of the things that we have done is too to try and attract new participants into the program is to increase our overall incentive per measure.  So this would obviously increase the cost effectiveness of the programs.

We are also looking to add a few additional measures to our measure mix, which are inherently smaller and drive less m-cubeds per unit.  And we are also looking to increase our overall promotional cost, and this is really around driving the further awareness in the market to start influencing those traditional non-participants, which comes a at cost.

MR. POCH:  Thank you.  Let's go on to look at your low income.  Mr. Neme calculates that the move to add furnaces to the program only explains about 20 of the 60 percent increase.  Can you help us with what's going on for the rest?

MS. BROOKS:  So overall, some of the additional drivers for the increase comes down to the inclusion of our Aboriginal program, which has higher administrative costs than our traditional single family home weatherization program.

We also have included a benchmarking educational component to our multi-family program, which has increased cost.  And we have also added educational elements, such as tenant education, which comes at a further cost as well.

MR. POCH:  So obviously those things you've put in, you're not proposing -- you haven't added correspondingly to your savings estimates.  Those added elements, you are not forecasting significant added savings from them, otherwise the ratio would have stayed the same.

MS. BROOKS:  We're forecasting savings from our furnace end of life and our Aboriginal program.  But the amount of m-cubeds per cost for Aboriginal is not the same as what we've typically see in our home weatherization offering.

MR. POCH:  Okay, let's go on with the market transformation.

You're largely abandoning market transformation, I think the sole exception being residential new construction, which is only through the year 2016.

And then I thought I heard yesterday you say that you're abandoning it then because of the new building code coming into place; is that correct?

MS. BROOKS:  Yes.  I wouldn't classify it is a abandoning the program.  We believe at the end of the term of 2016, that we will have successfully transformed the market as far as it relates to the 2012 code.  And we don't know when the next iteration will be effective in the market until we know when the code will be implemented.

MR. POCH:  Now, Enbridge doesn't seem to see this as an impediment.  They plan to continue their new residential program new construction program into the new building code era, keep the budget in place and, I just assume, want to keep raising -- raising the standard.

Is there any reason you can't emulate that approach?

MS. BROOKS:  I just wanted to pull you to Exhibit A, tab 3, appendix A, page 105.  So this is where Union has stated our rationale for why we haven't continued in our existing proposal.

However, we will be willing to introduce the discussion again at the mid-term review.

As far as why Enbridge has proposed to continue with their market transformation program, I can't specifically comment on that.

MR. POCH:  It seems what is going to happen then, assuming you do introduce something in the mid-term review, you've got a bit more comfort in what's happening in the market and the regulations, you're going to have this program, you've created channels to your building -- to the building industry, what have you.  It's going to go through 2016 and then it's going to be interrupted for two years, and then you'll -- that's the soonest you would then start it up again.

Isn't there a cost to that, in terms of the efficacy of the program?

MS. BROOKS:  I think it just really comes down to when the building code will be released, and when it makes most sense to invest again in the opportunity.

MR. POCH:  Isn't the pattern in Ontario that we get a new building code every five years?

MR. GOULDEN:  Yes, generally, although it was six years the last time around.

MR. POCH:  So I guess I'm having trouble with your explanation.  It's always going to be a feature in new construction that every five years or six years you're getting a new code, and you've got to ratchet.

MR. GOULDEN:  I think what Ms. Brooks may be referring to is there is uncertainty -- based on recent past history, there is uncertainty with respect to the timing and implementation of that code.

So going forward, while there will certainly be a code that which will raise the floor, if you will, with regards to energy efficiency, it is not entirely clear as to when that might be implemented and ultimately what that might  look like.

MR. POCH: Mr. Neme raises what he calls a bigger concern -- the biggest concern, which is simply that it appears your interest and commitment to supporting longer-term market transformation has evaporated, and in the context of a near doubling of your budget, we're wondering why that is.

MS. BROOKS:  So I wouldn't say that Union intentionally did not look to support any market transformation programs in our current proposal.

As Union has noted in our evidence, we took a look at what other viable programs might be to include in this proposal, and the programs that we put forward we felt were best suited to the guiding principles and key priorities that the Board outlined and what we felt was best for our customers.  There wasn't an intent to abandon market transformation.

MR. POCH:  So can I say that this is another example where you've only got so much budget, you pick some priorities.  This one wasn't?


MS. BROOKS:  I would say that we prioritize the programs that we put forward in our proposal that -- but with the budget guidelines.

MR. POCH:  I think you are agreeing me, are you not?  It is a question -- you've got a budget cap and it's just a question of priorities.

MS. BROOKS:  It's a question of priorities and also viable program opportunities that are available to us.

MR. POCH:  So are you suggesting there's no viable market transformation opportunities left?

MS. BROOKS:  We're suggesting that there wasn't one that clearly came forward to us that we wanted to put forward in the proposal that we did.

MR. POCH:  What does that mean, one that didn't clearly come forward to you?  Did you go out and search for possible market transformation programs that would be valuable that would permanently change the -- transform the market and avoid the need for the perpetual program support, incentive support, both to the customers and to the utility?

[Witness panel confers]

MR. POCH:  I don't want to -- I mean, I didn't want to trigger a long discussion here.  It just seemed to be pretty clear that there are some market -- there's still some market transformation opportunities out there, and it's -- I get back to my earlier question:  It's really just -- it was just a question of priorities, given the size of the pie.

MS. BROOKS:  And I would just go back to that.  We looked at various program opportunities, and the ones we put forward were the ones that we felt were best suited for the guiding principles and key priorities in our customers.

MR. POCH:  And you're not saying there are no other market transformation opportunities out there; it's just those weren't the ones that came up high enough on your list.  Is that fair?

MS. BROOKS:  Yes, I would agree with that.

MR. POCH:  Okay.  Madam Chair, I don't know when you were thinking of taking lunch.  I am flexible.  I can stop now or carry on.

MS. LONG:  Are you entering a new subject matter here?

MR. POCH:  I am somewhat.  Yeah.

MS. LONG:  Okay, then perhaps this would be a convenient time to break.  We will break for an hour and be back at 20 to.  Thank you.
--- Luncheon recess taken at 12:36 p.m.
--- On resuming at 1:44 p.m.

MS. LONG:  Please be seated.  Mr. Poch, are you ready to proceed?

MR. POCH:  I am.  Thank you, Madam Chair.  We're in the home stretch, and I'm going to talk about programs with you, panel.

I'd like to start -- if you could turn up page 25 of our cross materials, I want to talk about the suggestion Mr. Neme has made at the bottom of that page that you should use -- upstream incentive program designs.

I'm just going to read a bit of this into the record for you, so we see if you agree with the theory here.
"Upstream incentives, that is incentives paid to manufacturers, distributors, contractors, or other key players in the supply chain rather than to end users can have several advantages.  Most importantly, they typically lead to much higher market penetration rates for efficient equipment, and that can be seen in Figure 3."

And I think it's instructive for us to all look that at that, which is on the next page of our materials here, as I read what he said about it.
"It shows that a commercial cooling equipment upstream incentive program, the blue bars," which are the taller bars for those who are looking in black-and-white, "run by PG&E in California for over a decade, achieved nine times the level of participation from its former downstream customer rebate program design", the red bars, low bars.  And interestingly" -- I think this is very compelling evidence, if I can put in my observation, interestingly, when the program design was changed back to a customer rebate after four years of the upstream model, participation plummeted again.  And after two years of that much lower participation rate, the upstream incentive approach was reinitiated and the participation skyrocketed again.


And he goes on to observe that they've had very encouraging results elsewhere, in California and Vermont, and he describes why this increased market penetration happens.

So first of all, panel, would you agree that this is a very -- this is very compelling evidence, the experience discussed here, that this is a very effect technique?

MS. BROOKS:  So I can agree that it was an effective technique for this jurisdiction, yes.

MR. POCH:  Okay.  Let's -- since I caught your caveat there, let's just talk about what the mechanism offers and see if you agree.

First of all, would you agree that it's generally easier to inform and work with a relatively smaller number of strategic market actors who influence, through their own stocking and sales practices, the purchases of thousands end use customers?

You can have fewer -- you have to maintain a few strategic relationships instead of having to contact and interact with many?

MS. BROOKS:  In theory, I could agree with that.

MR. POCH:  "And second, because the cost of products
is typically marked up at every step in the supply chain, a financial incentive paid to a distributor will cover a higher fraction of the incremental cost of the product, making it easier to persuade the distributor to stock and promote it than the same financial incentive paid to an end use customer."

Would you agree with that?

MS. BROOKS:  Sorry, could you repeat the question?

MR. POCH:  If you pay $2 towards a $100 product to an end use customer, that is 2 percent.  If you pay it to the manufacturer, who might be selling it at the wholesale level for $30, that's -- do the math, 7 percent, whatever it is -- there is more leverage.  With the same money, you can have a much bigger proportional incentive at that level.

MS. BROOKS:  I could agree with that.

MR. POCH:  All right.
"Third, upstream  incentives are easy to set up in ways that eliminate the need for the filling out of rebate forms and other paperwork that downstream players often hate."

Do you agree with that?

[Witness panel confers]

He goes on to say,

"HVAC contractors are particularly notorious for their disdain for completing rebate forms to the point, in my personal experience, where some will actually dissuade their customers from proving efficient equipment just so the contractor can avoid the paperwork."

I don't know if you've had that kind of experience.  But does it generally ring true that you've experienced -- that sometimes contractors just don't want to have to fuss with these program requirements?

MS. BROOKS:  I can agree to some comments to that.  But Union goes to great effort to ensure that our process is streamlined to not create those types of problems with our customers or supply chain.

MR. POCH:  And then it goes on to say that once you've built a relationship at the high-level, you can often then leverage that relationship because that manufacturer or distributor will have a number of product lines, and you've already got a means of communications and interaction, so you can move on to other product lines.

MS. BROOKS:  Sorry, are you asking me to confirm if that's what the --


MR. POCH:  Does that make sense to you, that that's an advantage of that approach?

MS. BROOKS:  That could be an advantage.

MR. POCH:  Okay.  So I haven't proposed such an approach.  Are you opposed to this approach in any way, for any reason?

MS. BROOKS:  So if I could just turn you to exhibit A, tab 3, appendix A at page 28, Union has stated here at the bottom that we are committed to exploring an upstream incentive offer.

However, there are various considerations that we need to look at before moving forward with that.

Some of these considerations include loss of customer touch point, EM&V challenges, so how we establish baselines to ensure we are influencing the market, how we could potentially offer upstream incentives in conjunction with downstream incentives, ensuring that there is no customer confusion.

And in fact, Exhibit B, tab 13, Union.CME.6, topic 13, attachment 7, page 7 outlines various considerations compared to traditional downstream incentive approaches that utilities would need to look at, which Union has not had the opportunity to explore at this point.

MR. POCH:  The manner in which this Board regulates gives you some considerable freedom and insight in a regulatory period to adjust your program approach, program design and so on.

MS. BROOKS:  That's correct.

MR. POCH:  So it's possible that during the course of the several years we're talking about in this case, you could move toward this approach within your -- if this Board gives you the approval you're asking for?

MS. BROOKS:  Yes, it's possible.

MR. POCH:  Okay, so wouldn't that make it -- based on the chart that we were just looking at, wouldn't that make it way easier for you to achieve a lot more and therefore, way easier for to you achieve your targets and obtain your shareholder incentive?

MS. BROOKS:  Well, I think, for all of the reasons that I've just outlined, there is a lot of considerations outside of just what we've seen, out of other jurisdictions in terms of their findings.

If Union felt that it was way easier just to move to this upstream incentive approach, I think we would have already instituted that an approach in the past.

MR. POCH:  Kind of a universal answer to everything, isn't it?  If we thought something was better, we would have done it.  It's the economist walking down the street and saying it can't be a $5 bill, or someone would have picked it up.

All right.  Let's move on then to other opportunities that have been identified.

Let's look at C&I new construction, and this -- at page 27 of our materials, page 26 of Mr. Neme's report, he addresses this.  He cites -- he talks about, for example, Massachusetts, which is one of the leading gas DSM jurisdictions, in terms of how much they're achieving.  Got roughly a third of their total C&I savings from commercial new construction projects in 2014.

Now, this is -- first of all, do you agree this is a lost opportunity market, what we call a lost opportunity market, get it when it happens or lose the opportunity for the life of the building; correct?

MR. GOULDEN:  As I indicated to Mr. Millar yesterday, we are, in fact, capturing some of those opportunities already, Mr. Poch, with regards to --


MR. POCH:  Yes.  Answer my question first.  Sorry, didn't mean to interrupt.  Just answer my question first.  It is a lost opportunity market?

MR. GOULDEN:  Yes.

MR. POCH:  Okay.  And, yes, I heard -- I was just going to go there, and I'm sorry, I've obscured your response.  You were saying you discussed this with Mr. Millar and you capture some of this in your -- in which program is it?  In your custom project?

MR. GOULDEN:  That's correct.

MR. POCH:  Okay, can you tell us how many new construction DSM projects you've done, let's say in the last three years, and for the same three-year period tell us how many commercial new attachments you've had in each of those years?  I imagine that may have to be an undertaking.

MR. GOULDEN:  I can help you with part of it.  I'm not sure if the rest of the panel can help with the other part.

With regards to specific custom projects we've done --


MR. POCH:  No, custom projects for new construction.

MR. GOULDEN:  I was just getting to that.

MR. POCH:  Sorry.

MR. GOULDEN:  With regards to custom projects for new construction, in 2014 we had ten of those projects.  2015 to date we have three of those projects.

MR. POCH:  Okay.  And I assume you have data somewhere about how many new attachments you have, commercial new attachments you have typically in a year?

MR. GOULDEN:  Yes, we do.  I'm not privy to where those are.  We'd have to provide that, Mr. Poch.

MR. POCH:  Can we get an undertaking to provide -- I assume that's something you would track and you would have several years of data.  Can we get -- I don't know what's available, so I don't want to pin it down too tight, but perhaps we could get the last five years so we can see what the trend is if it's available --


MR. SMITH:  We'll make best efforts to do that.

MR. POCH:  Sorry?

MR. SMITH:  We'll make best efforts to do that, Mr. Poch.

MR. MILLAR:  J2.2.
UNDERTAKING NO. J2.2:  TO MAKE BEST EFFORTS TO TRACK DOWN DATA FOR THE LAST FIVE YEARS RE:  HOW MANY COMMERCIAL NEW ATTACHMENTS IN A YEAR.

MR. POCH:  And just while -- before we leave that particular part of the market, would you agree that this is an important sector of the market to get because it's not just a lost opportunity but it is a long-lived lost opportunity?

MR. GOULDEN:  Provided the new construction -- yes, provided, of course, the new construction is material.

MR. POCH:  Right.  And would you also agree that this can have, if you're -- if you're -- if you capture enough of this part of the market, it can have an effect in the nature of market transformation or free-drivership benefits.  It can change the practices in the construction industry?

[Witness panel confers]

MR. GOULDEN:  We haven't really had any discussion about that as a market transformation program.  I assume what you're sort of getting at, Mr. Poch, is if new construction is in fact above code then there's some opportunity.  We would agree that that's the case.

MR. POCH:  Yeah, I wasn't asking if you had actually looked at this as -- as labelling it a market transformation program or -- I was just asking that you'd agree, though, that the nature of this market is such that if you can involve enough of the industry building these buildings, it may change the default practices, and that's in effect a form of market transformation.

MR. GOULDEN:  Provided again there is a material opportunity for improvement, then yes.

MR. POCH:  Okay.  Let's move on and talk about the small commercial direct installation program.  Mr. Neme addresses this on that same page.

You are planning to run a pilot program; am I correct?

MS. BROOKS:  Yes, you're correct.

MR. POCH:  Okay.  And Enbridge is also starting one up, but in their plan they're proposing it as a full-scale program and forecasting to serve approximately 1,700 businesses for year, which Mr. Neme tells us is about 1.2 percent of its eligible business -- small-business customers each year, and he cites a more mature program, the Commonwealth Edison's, which is expecting 5 percent this year and forecast of 6 percent next year.

So even though -- I guess my question boils down to this:  Even though these other utilities have demonstrated how to do this successfully, and even though Enbridge in this jurisdiction is proposing and has the confidence that it can actually go right to a program in this area, you're, in effect, saying to us, we're going to pilot it, so we're going to stall off for five or six years the day that we might actually have to turn this into a full-scale program; is that right?

MS. BROOKS:  So we're proposing to run a pilot over the course of the next two years, so 2016 and 2017.  As we've identified in our evidence, there is significant knowledge gaps that we think we need to close in order to put a full-blown program into the market, and the result of that would be able to help inform any discussions for the midterm review.

MR. POCH:  And you appreciate the midterm review as we've heard, the Board's obliged to give a report by the middle of 2018, which means the results of that can't really be put in place before 2019, is the realistic expectation; do you agree with that?

MS. BROOKS:  It depends on how the midterm review is performed.

MR. POCH:  Okay, now, Mr. Neme goes on to his other program, change opportunity, such as increasing your customs C&I participation and savings by moving your program incentive level up to levels found in most other North American gas DSM programs.

You can see this on page 28 of our materials, page 27 of his report, where he contrasts the values you are using, of 10 cents and 20 cents, to the values in other jurisdictions which are typically higher.

Do you agree that moving -- if you were to move to such higher incentive levels, that would tend to increase participation, increase savings, and reduce free-ridership rates, and that the constraint is budget?

MR. GOULDEN:  Not sure.

MR. POCH:  "Not sure" is your answer?

MR. GOULDEN:  You had a tag-on of about three things on the front end, and I wasn't sure if those in fact would be connected.

MR. POCH:  Oh.  Okay.  Would it help if we go down this list one at a time then, I think?

MR. GOULDEN:  Sure.

MR. POCH:  Okay, if you move to higher incentive levels, like those found in these other jurisdictions, do you think that would tend to increase participation?

MR. GOULDEN:  Possibly, although with, again, budget constraints.

MR. POCH:  Leaving aside budget constraints, it would tend to increase participation, but budget may be a constraint on you being able to do that; is that what you're saying?

MR. GOULDEN:  If you didn't have a ceiling on your budget, yes, you could increase participation.

MR. POCH:  Okay.  And with increased participation you'd expect increased savings?  Agreed?

MR. GOULDEN:  Savings for the customer?  I'm not sure what you mean.

MR. POCH:  TRC savings, net benefits.

MR. GOULDEN:  Likely, yes.

MR. POCH:  Okay.  And with increased incentives you are likely to reduce the free-ridership rate, not the absolute number of free riders, but the rate, the percentage of your participants that are free riders would go down.

MR. GOULDEN:  Generally, but not necessarily.

MR. POCH:  Okay.

MR. GOULDEN:  Directionally, yes.

MR. POCH:  Okay.  So I think what you've just answered me is that there is opportunity there, the reason -- again, the problem is budget constraint, the limiting factor is budget constraint?

MR. GOULDEN:  Yes.

MR. POCH:  If you could just turn up the final page in our materials, Mr. Neme here, from where data was available, he tried pull together some participation rate numbers in some different end use markets.

Do you understand what -- well, let me put my understanding of participation rate on the record, to make sure we all agree.

That's the -- in a situation like the four described here, where there are lost opportunity situations, that is something is happening in the market in that year and you seize it or lose the opportunity until it happens again, the participation rate is the number of -- the percentage of your -- of that turnover opportunity in that year that your program is capturing.  Do we agree on that?

MS. BROOKS:  Yes, we would agree.

MR. POCH:  Now, first of all, you can see the first measure is there is commercial roof insulation when re-roofing.

Have you, in fact, done any work in that area, in commercial buildings?  Is it a part of any of your --


MS. BROOKS:  We don't have a prescriptive measure for this.  But there may be projects that we've done in the past through our custom portfolio, but we'd have to confirm that.

MR. POCH:  The reason I ask is because the other ones I know you have been doing, so I don't think there is any debate that they can be cost effective.

I just was a little unsure of that, and you are telling me there's probably been some and that certainly, in some cases, that would be a cost effective measure.

MS. BROOKS:  We'd have to confirm that.

MR. POCH:  Well, if do you it as a custom measure, you would only do it when it is cost effective, right?

MR. GOULDEN:  I think we're having trouble answering your question because we're not sure that we've done any projects on a custom basis with regards to commercial roof insulation.

MR. POCH:  Just looking at the other three, where we know that this is -- these can be cost effective, the participation rates, just looking at the first instance, seem fairly low.

Can you tell us why that would be?  Is it again simply the budget constraint?

MS. BROOKS:  I think part of what we're struggling with here is the potential annual market size.  These numbers haven't been confirmed by Union.

MR. POCH:  I think that's probably the answer to my next question, which is that you don't routinely do participation rate analysis?

MS. BROOKS:  Not specifically.

MR. POCH:  Okay.  Mr. Millar is telling me it is often for just market analysis, for those of you listening in.

Would you agree that in a pursue all cost effective conservation environment, understanding how much of that potential you are getting, or at least whether your share is rising from year to year of the actual market share of the market that's available, that would be a valuable way, amongst others, of evaluating how the programs are doing?  And it would be a valuable planning tool to see where program improvements might have a lot of head room?

MS. BROOKS:  Yes, we can agree with that.

MR. POCH:  So, Mr. Neme has recommended that this should be something that gets incorporated into the TRM, I guess, that's the technical resource manual.

It should -- you should -- he is suggesting that it should routinely include estimates of such market size to support your TRM analysis, and I know Board Staff has been interested in this for some time.

Is that something that you that you would be prepared to consider doing as part of your evaluation work?

MS. LYNCH:  Yes.

MR. POCH:  Okay.  Madam Chair, those are my questions.

MS. LONG:  Thank you, Mr. Poch.  Ms. Girvan, are you prepared to proceed?
Cross-Examination by Ms. Girvan:


MS. GIRVAN:  Good afternoon, panel.  Just one assort of quick overview question.  The guidelines came out in December 2014, is that correct?  I think it was December 22nd.

MS. LYNCH:  Yes.

MS. GIRVAN:  And you had essentially, past that point, three months to put together your plan?

MS. LYNCH:  Yes, we filed on April 1st.

MS. GIRVAN:  So I assume because of that, that a mid-term review is very important to Union.

In essence, you had three months to put together what is a very comprehensive plan, but it sort of -- the timeframe might not necessitate sort of a re-jigging or a re-look at everything midway through that's important to you.

MS. LYNCH:  I guess, first I would say -- like we had obviously done some consideration leading up to the framework as we'd considered the draft.

We have put forward comprehensive evidence, I would say, in this proceeding to support where we have gone.  But we have indicated that certainly a six-year framework and as it's outlined here, that there are elements that a mid-term review would be valuable for.

MS. GIRVAN:  So can you, at sort of a high-level really -- are there any elements of your plan that you want set in stone out of this proceeding that sort of wouldn't be subject to review in a mid-term review?

So say, for example, your overall budgets.  Do you want those budget levels approved by the Board now, or are you saying no, we would maybe reconsider maybe the budget levels in a mid-term review?

MS. LYNCH:  Certainly we're looking for approval for the overall plan as we've laid it out -- just bear with me one moment.

I was just looking for the framework reference in section 1.3, where it does indicate that:
"As part of the mid-term review, the Board will assess the gas utilities' performance and appropriateness of the long term targets.  The review shall examine annual metrics, budgets and impacts on customer rates and incentive levels."

So it is an expectation from the Board that that would be part of the mid-term review.

MS. GIRVAN:  Okay, and you're okay with that?

MS. LYNCH:  Yes.  Again, you know, we've outlined -- and our expectation is that we would be check-pointing on those elements at that point.

But again, our plan is a six-year plan as we've put it forward.

MS. GIRVAN:  So there is no -- you'd sort of put, I guess, sort of -- how do I put this?  Sort of going forward, you want to stick with the programs you've designed.  You want to move forward with those for six years and stick with that, and what might be tinkered are the budget levels, the targets, et cetera?

MS. LYNCH:  I think there will be discussion on budgets and targets as outlined.  I think our programs will continue to evolve in the future, as they have in the past.

So I think that as maybe there's new information that becomes available, as we learn through the achievable potential study, there will be other considerations with respect to the programs.

MS. GIRVAN:  Okay, so you're quite open to changing things up if necessary?

MS. LYNCH:  As we feel is appropriate with what we learn with those studies in particular.

MS. GIRVAN:  Okay, thank you.

So I first want to look at 2015, and I know we're midstream 2015, but I'm sort of interested sort of where you're at and what you're seeking an approval for for '15, so if you could turn to Exhibit A, tab 2, page 5.  So this sets out -- and I want to be clear on sort of what you're seeking approval for, so essentially this sets out your 2004 (sic) DSM budget, which you've inflated, and the result of that is your roll-over budget of $32.6 million, and in addition to that you've said subject to the Board's guidelines there that there's some incremental things that you'd like to spend money on going forward for 2015 that are related to the elements of the framework, and those would be achievable potential study, the DSM and infrastructure planning study, and the DSM tracking and reporting system, so we have an incremental budget of 33.9 -- or $34 million.

Now, in addition to that you have available to you an additional 15 percent of the budget.

MS. LYNCH:  So just for clarity, to make sure we're on the same page, the roll-over budget is the 32.6, as we'd outlined, the incremental budget that we're asking for is the 1.4 million.

MS. GIRVAN:  okay.

MS. LYNCH:  So on the 32.6 million, which is our target budget, there is the 15 percent DSM VA overspend for purposes of exceeding our targets and striving for the upper bands.

MS. GIRVAN:  Okay.  So that's approximately $5 million?

MS. LYNCH:  Yes.

MS. GIRVAN:  Okay.  That's -- okay.  So that's an additional 5 million.  So total available budget to you is 2,000 and -- for '15 is 34 plus the 5, which is 39; is that correct?

MS. LYNCH:  Yes.

MS. GIRVAN:  Okay.  And then in addition to that if you were to reach your maximum shareholder incentive you are proposing that that be another additional $11 million?

MS. LYNCH:  Yes, as per the framework we were guided to roll forward our structure from the existing framework, so our '14 is rolled forward into our '15 for...

MS. GIRVAN:  Okay.  And on the shareholder incentive you are proposing 11 million simply because you inflated the 11.45 million cap in '14?

MS. LYNCH:  Yes, so under the 2012 to 2014 framework inflation was applied in each year of the framework.

MS. GIRVAN:  Okay.  So why are you proposing an $11 million incentive when the Board has capped it at 10.45?  I'm assuming that it's your interpretation of section 15.1 of the framework?

MS. LYNCH:  Yes, so it notes in the first line that we're to roll forward all parameters, including the budget target and incentive structure, and then similarly it says in the second paragraph of 15.1, in the second line, that:
"The gas utilities should increase their budget targets and shareholder incentive amounts in the same manner as they've done throughout the current framework; i.e., 2013 updates should be '14 as '14 to '15."

MS. GIRVAN:  Okay.  Even though the Board had said they want to cap it in 2016 going forward.

MS. LYNCH:  For 2016 going forward.

MS. GIRVAN:  Okay.  Now, so that leaves us with, in terms of the amounts that you are getting or you are receiving in rates potentially from ratepayers is about $50 million, so it is the 39 plus the 11.  That's if you achieve your maximum targets in every...

MS. LYNCH:  If we were to spend the entire DSM VA and achieve the maximum shareholder incentive, yes.

MS. GIRVAN:  Yeah.  Okay.  And then if you could turn to -- it is an interrogatory from SEC, and it is Exhibit B, tab 10, Union.SEC.9.

And essentially what this is saying is what -- the important part from my perspective is, what's the amount that is allocated to the rates M1 and 1 for 2015?

[Witness panel confers]

MS. GIRVAN:  I just want to confirm that, that's all.

MS. LYNCH:  Can I just confirm that you're looking to confirm the amount of --


MS. GIRVAN:  The DSM dollars allocated to rates 1 and rates M1.

MS. LYNCH:  Thank you.

MS. GIRVAN:  Yeah.  It says it here in the answer, if that helps.

MR. TETREAULT:  Ms. Girvan, if you could turn up Exhibit A, tab 3, appendix E, schedule 1, page 1 of 2.  It outlines in column A the amount of DSM costs in 2015 rates --


MS. GIRVAN:  Okay.  Is that different than -- the allocation different there than in the interrogatory I was referring to?  Sorry.

So that's approved in rates; that's not what you have in your budget here, I don't think.

MR. TETREAULT:  Yes, I'm still looking at appendix E, schedule 1, and the amount in rates for rate 1 and M1 is the sum of 3.8 and 10.7 million, so approximately 14-and-a-half million dollars.

MS. GIRVAN:  Okay, yeah, I'm just -- I guess what I'm saying is, of your proposed -- I think this exhibit says "confirm the total proposed allocation", so it's not what's in rates; it is what you are seeking approval for.

MR. TETREAULT:  If we look at -- I think the difference between those two numbers, 14.5 that I mentioned and --


MS. GIRVAN:  Yeah.

MR. TETREAULT:  -- and 15.2 --


MS. GIRVAN:  Yeah.

MR. TETREAULT:  -- is reflected in Table 5 of Exhibit A, tab 2, page 9, so the IR response references the incremental amounts for those two rate classes that are referenced in this table.  That's the reconciliation of those two figures.

MS. GIRVAN:  Okay.  So if we go back to the interrogatory response, so it says that the allocation is 15.2 million.  And that is -- and I guess in addition to that, to 15 -- you could add another 5 -- I don't think 5.9 million is right, but another 15 percent could go to the rate 1 and rate M1 class; is that correct?  You have that access through the DSM VA.  Just say potentially these rate classes could also be responsible for an additional $5 million.

MR. TETREAULT:  Yes, that's correct.

MS. GIRVAN:  Okay.  So in total -- and then in addition to -- I guess there's also the 4.1 million, which is the maximum shareholder incentive that's allocated potentially to the rate 1 and 10 -- rate 1, sorry, and M1.

MR. TETREAULT:  That's correct.

MS. GIRVAN:  So that brings us to about $24 million potentially that those classes might be paying for in 2015?

MR. TETREAULT:  Yes.

MS. GIRVAN:  That's just what I wanted to confirm, thanks.

So those rate classes are, in large part, residential rate classes, is that correct?

MR. TETREAULT:  Yes, they are.  The majority of those customers would be residential.

MS. GIRVAN:  Okay.  So what you have in 2015 with respect to your residential programs are -- you have the home reno rebate program, which has a target of 1,245 customers, which is based on your 2014 results.  Is that correct?

MS. BROOKS:  Yes, that's correct.

MS. GIRVAN:  So that's one element of your 2015 residential spend.  The second is your ESK program, and that has a target of -- could you tell me in 2015 what your ESK participant target is?

MS. BROOKS:  We're targeting 15,000 ESKs in 2015.

MS. GIRVAN:  Okay, so 15,000 ESKs, and the last element of your residential program is the optimum build program, is that correct?

MS. BROOKS:  That's correct, that's our market transformation program.

MS. GIRVAN:  The one that you're winding down in 2016.

MS. BROOKS:  Correct.

MS. GIRVAN:  Which is getting builders to sign up for building homes that are 20 percent above code, is that correct?

MS. BROOKS:  Yes, by educating builders on how to get them to build beyond --


MS. GIRVAN:  And then your last element of 2015 is the behavioural program?

MS. BROOKS:  No, we don't have any costs incurred.

MS. GIRVAN:  Oh, you have no costs.  So you're not doing -- that program rolls out in 2016?

MS. BROOKS:  Correct.

MS. GIRVAN:  So the way I'm sort of looking at this as a very high level is potentially what you are recovering from rates M1 and O1 in 2015 is -- I think I said it was $24 million.

But really what you're doing for the customers is you're offering the home reno rebate program to 1,200 customers, you're doing 15,000 ESK kits, and you're signing up some builders for your home optimum program; is that correct?

MS. BROOKS:  Yes, that's correct.

MS. GIRVAN:  So I'm looking at it sort of from a residential customer perspective and saying that looks like it's pretty costly in 2015.

And I'm really wondering where the value proposition is, because it seems to me that's a lot of money being spent for very little, in terms of efforts going forward in 2015.

[Witness panel confers]

MS. BROOKS:  So I just wanted to clarify.  Are the budget numbers you're referencing assuming the full allocation of the DSM VA to residential customers?

MS. GIRVAN:  Yes, I'm saying that that's a potential, you know, if that happens.

MS. BROOKS:  So I just wanted to make it clear that the numbers, the target numbers we're referencing would assume target budgets.

So if you are allocating the full DSM VA to the residential customer base, you would assume that your targets would be proportionally higher as well.

MS. GIRVAN:  Okay.  But even if we don't allocate any of that, we're talking something in the order of $20 million that residential customers are paying for a very, very small number of customers getting a benefit, a direct benefit, by participating in the program.

[Witness panel confers]

MR. DIBAJI:  Ms. Girvan, just for clarification, that budget amount that you are referring to also has -- although I can't speculate how much -- but a good proportion of CI costs from our CI programs.

MS. GIRVAN:  A good proportion?

MR. DIBAJI:  We'd have to look into how much of that would be from your commercial industrial programs, as M1 and 01 customers benefit from those programs also.

MS. GIRVAN:  Okay.  I guess what I'm really looking for is the cost that you're spending on residential programs, including overhead costs, program costs, SSM, sort of as a rule-of-thumb versus -- really, my point is how many customers are really directly benefiting, and it seems to me there's very few given the magnitude of those costs.

I can do the math, but that's really my point.  And I was going to follow that up by saying, you know, as a company, do you really see that is a good value proposition?

MR. DIBAJI:  Ms. Girvan, if I can draw your attention to Exhibit A, tab 2, page 7, it might help reconcile the numbers that we're discussing.

So this table outlines the program cost that will be going towards residential customers and residential programs.  As you can see, the row title "total residential programs" is $3.163 million in program costs.

MS. GIRVAN:  Uh-hmm.

MR. DIBAJI:  And the market transformation component is also near the bottom there, where it says "optimal home program at 1.3 million".

So those would be the program costs that would be going to residential customers for delivering the home reno rebate program that targets 124,546 customers, and the ESK customers that will market 15,000 ESK customers.

MS. GIRVAN:  But plus all the other administrative costs, overhead cost, all of those, there is an allocation of that to residential customers, too.

MR. DIBAJI:  So there would be a small allocation, based on the percentage of the program costs from the portfolio.  There would be an allocation of low income costs that all rate classes pay for, and there would be a portion of the commercial industrial program that has a total of 10.859 million that would also be allocated to the M1 and 01 customers.

MS. LONG:  I'm sorry, what proportion of low income would go to residential?

MR. DIBAJI:  It's based on distribution revenue.

MS. LONG:  Looking at the number there, 6839.

MR. DIBAJI:  If you could give us one second, please?

[Witness panel confers]

MR. DIBAJI:  We don't have the numbers for 2015.  But using 2016 as an approximation, 70 percent of the low income costs would be going to M1 and 01 customers.

So of that budget that we had on the screen before, roughly in 2015, 70 percent of that would be going to those two rate classes.

MS. GIRVAN:  Thank you.  Okay, thank you.  Can you tell me to date where you are in terms of the 2015 budget?

[Witness panel confers]

If you want, you can undertake to provide that.  I'm sort of interested because I know that you have -- you do have the ability within your budget to move around amounts between the different categories of commercial, industrial, residential.

MS. LYNCH:  I was just noting that in Exhibit B, T3, Union.CCC.9 we had provided a year-to-date spending at that point that was 'til the end of May.

MS. GIRVAN:  You do have an update of that that you can provide?

MS. LYNCH:  I don't have an update with me.  We would have to take that away.

MS. GIRVAN:  Okay.  That would be useful.  Thank you.

MS. LYNCH:  We can do that.

MR. MILLAR:  J2.3.
UNDERTAKING NO. J2.3:  with reference to Exhibit B, T3, Union.CCC.9, TO PROVIDE AN UPDATE OF THE YEAR-TO-DATE SPENDING.

MS. GIRVAN:  And just quickly getting back to the previous point that you were making about the industrial, so there's an element of the industrial programs that are included in the M1 and rate 1 commercial indus -- it must be commercial -- commercial.

MR. DIBAJI:  That is correct.

MS. GIRVAN:  Do you know how much that is?

[Witness panel confers]

MR. DIBAJI:  We don't have one, obviously, for 2015, but we can provide an approximation based on 2014 results.

MS. GIRVAN:  Okay.  That would be useful.  So that's the element of the commercial budget that's being funded through rate 1 and M1 --


MR. DIBAJI:  By outstanding customers in rate 1/M1; correct --


MS. GIRVAN:  Yeah.  And that residential customers are also paying for.

MR. DIBAJI:  That's correct.

MS. GIRVAN:  Okay.  That would be useful.  Thank you.

MR. MILLAR:  Is that part of the same undertaking or a new undertaking?

MS. GIRVAN:  That's a different...

MR. MILLAR:  That's J2.4.
UNDERTAKING NO. J2.4:  TO PROVIDE THE ELEMENT OF THE COMMERCIAL BUDGET THAT'S BEING FUNDED THROUGH RATE 1 AND M1 AND THAT RESIDENTIAL CUSTOMERS ARE ALSO PAYING FOR.

MS. GIRVAN:  Can you give me -- and maybe you covered this off earlier.  I may have missed it.  What's the status of the DSM tracking system?  I know that within 2015 you have a million dollars allocated to that.

MR. GOULDEN:  In our response to topic 3 Staff question number 11 we identify the year-to-date spend at the time of the question.

MS. GIRVAN:  It is my understanding that this is subject to an RFP, and you haven't finalized everything yet?  Is that --


MR. GOULDEN:  Yes.  Sorry, so with regards to our response at topic 3.Staff.11 we identified at the time we had spent $53,000.  In terms of where we are in the process, Ms. Girvan, we are in the process of finalizing our detailed business requirements, which are going to be done, actually, by the end of August.  We're then going to go to RFP by the end of September.  We expect the results of that RFP and the costs and time line by the end of the year.

MS. GIRVAN:  So when do you expect the work to begin?

MR. GOULDEN:  Well, the work has begun internally --


MS. GIRVAN:  Yeah, but --


MR. GOULDEN:  -- in terms of awarding the contract, the awarding of the contract will be very early in 2016.

MS. GIRVAN:  Okay.  That's great.  Thank you.

Now, with respect to the ESK program, I just want you to turn to -- and it's a spread -- presentation that can be found in Exhibit B, tab 2, Union.CME.11, and it's a number of presentations in there, and it's page 14 of 117 that I'm looking for.  So page 14.

And here I think this was a -- it says at the beginning that it was a presentation made to the DSM plan steering committee, which is an internal committee, from what I understand, within Union.

And I think the question was really, what are we going to do with the ESK program going forward, and it says sort of alternatives that you could do and trying to decide whether to keep it in or out, and one of the points that I wanted to get at, it's not a significant contributor to targets or budget, and I guess really in light of seeing that, and the fact that you're really reducing the number of participants significantly because you've basically rolled out this program throughout your service territory from what I understand over many, many years, that why are you -- can you remind me again why you're continuing with this program?

MS. BROOKS:  So if I can just ask if we can turn to Exhibit B, topic 5, Union.Staff.21, question (a).  So here Union has outlined that the -- although we have had high participation rates with ESKs in the past, we still view it as a very cost-effective program and provides broad access to participants.

We have greatly narrowed down our delivery channel, so we simply go to customers through our door-to-door strategy and through our online portal, and this ensures that customers who have participated in the past will not be addressed again with this program, that these are all new participants into the program.

MS. GIRVAN:  So -- but I guess in terms of the number of participants, why not take this money and devote it to another one of your programs; did you consider that?

MS. BROOKS:  As I mentioned, we -- one of the principles we were looking to have for residential program is broad participation, and we were balancing different objectives when setting the overall residential program offering mix.

MS. GIRVAN:  Okay, and can you explain to me just very briefly how you evaluate the program?  And my question is really about, how do you know whether people have really installed the measures?  How do you know that they've kept these measures in place for the life of the measure?

MS. LYNCH:  As part of our annual verification process that we go through, one of those components is a survey of customers who have received the kits, and at that time they're asking a number of questions related to whether -- by each measure in the kit:  Did you install it?  Have you kept it installed?  And through that series of questions we'll come down to a rate that would say -- so if through it it said 90 percent of people kept -- installed their showerhead and they kept it installed, then we would adjust our results to reflect the 90 percent who have it installed.

MS. GIRVAN:  Okay.  And with respect to programmable thermostats, how do you know if people actually use them, even if they've installed them?

[Witness panel confers]

MS. GIRVAN:  Is that part of your survey?

MS. LYNCH:  It is not part of the survey, but it is part of how the -- so through the technical reference manual and through the development of the input assumptions that are used to calculate the savings from a thermostat, it takes into account many elements, such as the -- what the expectations are of how the thermostats are used within a home, so that's one of --


MS. GIRVAN:  So it's through your assumptions.

MS. LYNCH:  So it's within those assumptions.

MS. GIRVAN:  Okay.  So you don't survey people.

MS. LYNCH:  We don't survey them.

MS. GIRVAN:  Thank you.

MS. LONG:  Ms. Lynch, just a question.  I don't like surveys, so what if I don't fill out the survey?  What happens?  Am I counted as using the products or not?

MS. LYNCH:  It's a phone survey, so they're required to get a representative sample before they can say the results are statistically significant to the pool.  So they'll just keep --


MS. LONG:  So they keep going until they get a sample that --


MS. LYNCH:  Exactly.

MS. GIRVAN:  You could say no.

MS. LONG:  They could say no.  Okay.

MS. GIRVAN:  Okay, thank you.  Just a clarification question with respect to your efficiency carryover or whatever you are calling it.  I'm not sure.  I know that that's what -- it is a cost-efficiency incentive, I guess.  That's what Enbridge has called it.

So this is set out in the Board's guidelines, and to the extent that you've reached your budget but you have excess dollars left over, you are permitted to bring those in to the next year; that's right?

MS. LYNCH:  Yes, as outlined in section 5 of the framework, if you achieve your target you are able to carry forward --


MS. GIRVAN:  That's right, that's right.  Okay.

Won't it be until middle of the next year that you actually know whether you've exceeded your target?  Because you go through the audit process -- the evaluation process, the audit process, oops, the final audit, et cetera?  I'm just wondering from a practical perspective how that works, having been on the audit committee many, many times.

[Witness panel confers]

MS. LYNCH:  I think it's something to have to consider.  Obviously, this is a new element that's here.

But, yes, presumably the way the audit process rate happens, you are into the next year before you've confirmed achieving the target.

Now, we have said that in an IR response --


MS. GIRVAN:  That's number Staff 29?

MS. LYNCH:  Sorry, it was an undertaking in the technical conference, where we had said that we would -- our proposal would be that we would be able to access the cost efficiency incentive at the point where it's deemed that we have achieved 100 percent of target overall, so when we've --


MS. GIRVAN:  That's still subject to audit, right?

MS. LYNCH:  It's still subject to audit, so that is something that we would have to take into consideration as we were looking at whether or not -- whether we're close to the target, or we would have to consider perhaps how we would account for that.

MS. GIRVAN:  And it's my understanding that your proposal would be that you could use that money for anything, for any of the programs, right?

So say it was under-spending in residential, it is your view that you would decide whether maybe next year you wanted to take that extra amount and put it forward into some other program area; is that right?

MS. LYNCH:  Yes, because as we've read the framework, there wasn't a requirement.  It was just generally that we would have that money available.

MS. GIRVAN:  So that's your proposal?

MS. LYNCH:  Yes.

MS. GIRVAN:  How were you going to decide how to use that money to the extent it's available?  What's your evaluation criteria really in terms of?

MS. LYNCH:  We haven't said anything specific on a proposal on that.  But my expectation is that we would be looking at the programs and seeing where do we think we require that fund continuing to be able to achieve our targets, because that's the premise of this is that it's an incentive to be cost effective and to the extent that you are, you can use that in the following year.

MS. GIRVAN:  Okay.  So in the past what we've had is the DSM variance account, where if you under-spent, let's say in the residential programs, that money would be refunded back to customers; is that correct?

MS. LYNCH:  Yes, we true up to what's built into rates to how we actually spend.

MS. GIRVAN:  So now, under your proposal, what's possible is that that that's not trued up, in fact, residential customers paid for that amount because it would be embedded in rates, but it may be used for another purpose in other customer classes.

That's the way I'm seeing it and I'm wrong, maybe you can help me.  I just hope that wouldn't be the case.

MR. TETREAULT:  Under that circumstance, Ms. Girvan, we would still be truing up using the DSM VA.  So the DSM VA would continue to look at the cost in rates by rate class to what the actual spend is for each rate class.

MS. GIRVAN:  Okay.  So let's say you under-spent on residential program, there would be a reduction, a credit, I guess, going forward.

Anyway, I have to think through it.  But my concern would be that -- the way that I looked at it is that you might be taking money that's recovered from residential customers and using it in the next year for another type of program, for another set of customers.

So, I can think through that myself.  But it's something you might want to think through, in terms of making sure that wouldn't happen.

MS. LYNCH:  Yes, I mean certainly we ultimately would be ultimately truing up to what was actually spent in the rate classes.

MS. GIRVAN:  Okay.  So I would see that as a credit then to the residential customers, and an increase the next year to the customer classes that would use that.

MR. SMITH:  We can take that away and get back to you about that.

MS. GIRVAN:  Okay, just to be clear. I just want to make sure the rules are clear up front in terms of that, because I know there is not any sort of -- you said it is going to work through the DSM VA, but we haven't seen any specific details and that would be helpful.

MR. MILLAR:  So that is J2.5.  What is the undertaking?
UNDERTAKING NO. J2.5:  To explain how the cost efficiency incentive would work through the DSM VA.

MS. GIRVAN:  To explain how the -- I don't know what you're calling it, the unapproved -- the unused DSM budget carry forward proposal would work through the DSM VA.

MS. LYNCH:  Just specifically the cost efficiency incentive.

MS. GIRVAN:  Is that what you're calling it?

MS. LYNCH:  Yes, as outlined in the framework.

MS. FRANK:  Mr. Tetreault, could you -- if it was qualifying as a cost deficiency incentive, the under-payment -- you met 100 percent of the target and you were allowed to keep the money and spend it in the following year, I'm not understanding how you would repay it if you are allowed to keep it.

There seems to be some inconsistency here.  You said it would be cleared up through the DSM VA, but I thought could you keep it.

MR. TETREAULT:  It with be trued up ultimately through the DSM VA.  So if money carried forward such that the amount -- that the level of cost in rates is less than we ultimately spent in that rate class on DSM, we would seek to recover that difference through the DSM VA from that particular rate class.

Likewise, in the opposite situation, we would look to -- we would look to refund any money, any costs that are less than what we would have spent on that particular rate class.

MS. FRANK:  But once you've hit 100 percent of your target, you can keep it until the following year, right?

So if you always met 100 percent of your target, you could carry this forward, and carry it forward -- it doesn't go back, does it?  That's my struggle with your comment about it being trued up.

MR. DIBAJI:  If it pleases you, can you we take that as an undertaking and respond to that accordingly?

MS. GIRVAN:  Because my view of what you've now said is that it is just the DSM VA working -- anyway, you can clear –

MS. FRANK:  I'm happy if the undertaking explains it.  Maybe you can give us an example in the undertaking so we can -- rather than just language.

MR. TETREAULT:  We'll do that.

MS. LONG:  And maybe, Mr. Smith, if we could get an answer to that question before the Panel asks their questions, probably tomorrow, that would be helpful, if that's possible.

MR. SMITH:  We'll do that on a best efforts basis.  I think that's realistic.

MS. GIRVAN:  Okay, thank you.  Now, with respect to your behavioural program, can you just at a very high-level -- probably, Ms. Brooks, this is your question -- of how it's supposed to work.

You are going to put out an RFP for a service provider?  Is that correct?

MS. BROOKS:  Yes, that's correct.

MS. GIRVAN:  And what's the status of that?

MS. BROOKS:  We have not moved forward with any movement on that as of yet.

MS. GIRVAN:  Okay.  And are there a number of service providers, or is O power really the main one to provide a program like this?

MS. BROOKS:  My understanding is there are a number of providers, but that Opower is the most prevalent provider the market.

MS. GIRVAN:  Have you had discussions with Opower?

MS. BROOKS:  Yes, as stated in our evidence, we did consult with that Opower to help provide us with the budget and target guidance for this program offering.


MS. GIRVAN:  So they are also going to be potentially bidding on your RFP?

MS. BROOKS:  I would assume so, yes.

MS. GIRVAN:  Okay, and why haven't you moved forward with it, if it's a program that's supposed to begin in 2016?

MS. BROOKS:  We would be waiting on approval from the Board for the proposal we've put forward before moving ahead with an RFP.

MS. GIRVAN:  Okay.  In terms of determining the costs of this program, you did that in consultation with Opower. So the $3.1 million, they helped you come up with that cost?

MS. BROOKS:  Yes, it was Opower who informed us on what the notional cost would be for this program.

MS. GIRVAN:  Okay.  So there is not a problem with them bidding on your RFP under those circumstances?

[Witness panel confers]

MS. BROOKS:  So the purpose of having the RFP would be to look for competitive alternatives in the market as well.

MS. GIRVAN:  Okay, because you'd want to make sure that you were getting the cost effective alternative so -- okay, thank you.

Just quickly, with respect to scorecards, if you can please turn to Exhibit B, tab 4, Union.LPMA.28, please?

So I just want to -- just to confirm, and I think this is confirmed.  But the way I understand it with your scorecards, because there's different component, it you exceed -- so take for example, the number -- under (b) it says:
"Confirm that if Union hit 132 percent of both the single family cumulative natural gas savings and the socially assisted family gas savings metrics and less than 75 percent of the market rate multi-family cumulative natural gas metrics in the low income scorecard, you would get your maximum incentive."

That's how the metrics work, so even though you've under-performed on one metric you still get your maximum incentive?

MR. DIBAJI:  Based on the weighting of the scorecard, yes.

MS. GIRVAN:  Okay.  Thank you.

So just quickly with respect to the optimum home program, it is my understanding that because of the Ontario building code coming into play in 2017 you are discontinuing the program.  It is unclear to me why you need to do it in 2016 at all, in light of the building code coming in in 2017.

MS. BROOKS:  So our intention is to continue to work with builders who are currently enrolled in the program, so as we've outlined in our evidence we are taking a more focused approach in 2015 and '16 in working with those that are participating and to continue to work with them on addressing the barriers that they're having in terms of building their homes, as well as addressing barriers for them to actually sell these homes in the market.

MS. GIRVAN:  Okay.  But they're going to have to comply with the new building code in 2017.

MS. BROOKS:  In 2017, yes, they will.

MS. GIRVAN:  Okay, thank you.

Okay.  So I just want to confirm, if you please turn to Union Exhibit B, tab 5, Union.CCC.5.  And it's -- we talked a little bit about this at the technical conference, but you've indicated that you didn't really undertake surveys, focus groups with your residential customers related to the development of the DS (sic) plan, you worked with ratepayer groups and various people, but you didn't actually go to the customers and say what do you think of DSM plans or programs and what kind of offerings would you be interested in; you didn't do any of that?


MS. BROOKS:  We did not perform any surveys specific to this plan.

MS. GIRVAN:  So you haven't gotten any insight into what I would call sort of non-participants, so people that -- let's say I've done everything I can to my house and, you know, I would still be paying for these programs even though I can't participate; you haven't done any surveys with respect to those customers?  I take it the answer is no?

[Witness panel confers]

MS. BROOKS:  Nothing specifically, no.

MS. GIRVAN:  Okay.  Thank you.

So if you can please turn to Exhibit B, tab 5, Union.VECC.10.  And if you turn to the second page of that, it talks about participants, and I think this is what you were getting at, in terms of saying you wanted to reach a broad base of your customer.

So if I look at this table it indicates -- and this is participation in the residential programs.  You can see in the first, sort of 2012 to '15, you can see the numbers, and they increase in '16 because of the behavioural program, so how do you define a program participant in light of a behavioural program?  So if I'm sent a letter about my use, am I a participant in that program?  I may do nothing, I may not have anything.  I may throw the letter in the garbage.  I might do lots of things.  But I'm just saying I'm trying to understand how you define participation in the context of a behavioural program.

MS. BROOKS:  So you're correct in that we will be sending letters to 300,000 customers which we would consider participants.  It is an opt-out model, so we will select, based on the high NAC users, which customers that we think are appropriate.  And customers have the option of opting out of the program if they're disinterested in receiving those letters, and then we would then fill the gap with new participants.

MS. GIRVAN:  Okay.  So if I get a letter I'm a participant.

MS. BROOKS:  That's correct.

MS. GIRVAN:  Okay.  Thank you.

Now, just quickly with respect to your home-reno rebate program, I understand that you have a free-ridership rate of 5 percent; is that correct?

MS. BROOKS:  Can you repeat the question?

MS. GIRVAN:  I'm sorry.  With respect to the home-reno rebate program, you have a free-ridership rate of 5 percent.

MS. BROOKS:  Yes, that's correct.

MS. GIRVAN:  So that means that 95 percent of the people in that program are doing it simply because Union has made the effort to roll out the program; is that correct?

MS. BROOKS:  That would be correct.

MS. GIRVAN:  Okay.  So how do you deal with circumstances where I might have a contractor come to my house to put in basement insulation, and the contractor says, well, I can put it in, but you can also get 80 percent or 50 percent -- or I guess it's 30 percent on average of your cost reimbursed by Union?  Is that person a participant in the program or a free rider?

MS. BROOKS:  So part of our program structure is actually to work with a trade, such as insulation contractors, to actively promote the program to customers, so part of the free-ridership consideration would be, did Union actually influence those insulation contractors to actively promote the program to those participants.

MS. GIRVAN:  Okay, but what if the person was going to do the insulation anyway?

[Witness panel confers]

MS. BROOKS:  So part of the design of the program is that it's a minimum requirement of two measures plus an energy audit for the home, so it wouldn't as simple as a customer who was just electing to already do insulation to just continue along and get the rebate.  It would be a more comprehensive participation, where they'd have to go through an energy audit and they would have to do a minimum of two measures in the home to participate.

MS. GIRVAN:  Okay, are you going to be looking at this on an ongoing basis, the free-ridership rates?  I know they are prescribed through the input assumptions, but it seems to me it would make sense going forward with a program like this that you take a good hard look at the free-ridership rate as the program moves along.

MS. LYNCH:  Certainly through our evaluation process we would expect that we would be looking at input assumptions through the plan.

MS. GIRVAN:  Okay, thank you.

And the other thing is I guess what you've also said, and I think this was in various interrogatory questions, that you are not going to look at actual results; you are just looking at modelled results.  So you take the input assumptions, the savings associated with each measure, and that's how you are going to assess the program savings; is that correct?

MS. BROOKS:  Yes, we would be using the Hot 2000 software, which is the industry standard for these programs, to both assess what our target would be and what the results of the program are.

MS. GIRVAN:  So you won't in any cases look at somebody's consumption before they put the measures in versus afterwards; you've decided that that's not a good approach.

MS. BROOKS:  We're not proposing to do so, no.

MS. GIRVAN:  Okay.  Thank you.

And I just have a few more questions.  With respect to incentives and program cost, could you please turn to VECC number 15, please?  And on page 2, this sets out the costs associated with the three residential programs.  And it splits them up between incentives and promotion.

And  just wondered, with respect to incentives, I guess I understand that -- I guess you've got that consistent over the year, depending on how many participants you have, but with respect to the promotion cost, don't you think that these should be reduced over time as more people know about the program, sort of?  Wouldn't you expect to see some reduction in promotion costs over time?  You are going to have dealers and contractors, they are going to know about the program; you are not going to have to keep going back to them.

MS. BROOKS:  So the number here for the promotion cast are actually showing a decrease in promotion cost.  So in 2017 I believe we're forecasting 3,000 participants, whereas in 2018 we are forecasting 5,000 participants.

So as a cost per home level, it is actually going down.

MS. GIRVAN:  Okay, thank you.  And I just wanted to confirm -- and this is in CCC.20 -- that you haven't done any assessment of what I would call figuring out the sort of ideal spot incentive levels versus participants, so that people may do this program without the $5,000 in incentives.

You haven't done any sort of sensitivity analysis with respect to this program, saying maybe if we had less incentives, we might be able to get more participants?

MS. BROOKS:  Sorry, just to be clear, you are suggesting if we had less incentives for home, could we get more participants?

MS. GIRVAN:  Essentially, yes.

MS. BROOKS:  It would come down to the objectives of the program.  So as I commenced earlier today, the objectives of this program is to take a comprehensive approach.

So we're looking at a minimum of two measures incenting customers to go beyond that, and then incenting them to go even further by increasing the cap.

So if you were to drive more incremental dollars to lower cost measures such as high efficiency furnaces, you could potentially increase your participation rates, but you are taking a much less comprehensive approach to the home.

MS. GIRVAN:  So you haven't figured out really -- I mean you've got this $5,000 cap.  But maybe $3,000 might be better or $2,500; you haven't figured that out?

MS. BROOKS:  We did look at -- we had 2.8 percent measure average in our 2014 results.  So we did actually look at if we increased the cap, does a cap actually dissuade customers from going beyond the three measures, and we found that it did.

So we actually increased the cap to ensure that customers would be persuaded to continue to go beyond the two and to a minimum of three, with the understanding that there is a very high up-front capital investment for that amount of measures in the home.

MS. GIRVAN:  Okay, all right.  Thank you.  Just quickly, would you agree that with respect to getting natural gas savings, changing the building code and efficiency standards is really a -- probably the optimum way to go?

MR. GOULDEN:  I think changing the building code and efficiency standards pulls up the floor, if you will.  So for all new construction there would be a new standard that was established.

MS. GIRVAN:  Why isn't Union's sort of directing more effort into doing that?

MR. GOULDEN:  In terms of our ability to influence the building code?

MS. GIRVAN:  Yes, building code and efficiency standard for appliances, and --


MR. GOULDEN:  We are very active with regards to both our membership on efficiency standards committees as well as the Ontario Building Code conservation --


MS. GIRVAN:  There is no way you can ramp that up?

MR. GOULDEN:  Well, we are active participants.  The challenge, for example, with the -- the reality with regard to the building is that the building code is part of, you know, the housing branch of the government.

So we have lots of discussion.  But ultimately, the determination is theirs, not ours.  We are active with regard to our consultation with them.

MS. GIRVAN:  And what about working with manufacturers?

MR. GOULDEN:  Do you mean with respect to efficiency standards?

MS. GIRVAN:  More efficiency for products --


MR. GOULDEN:  So we sit on many -- all of the major gas utilization efficiency standards committees for North America.  We are -- certainly we keep in touch, or we actually are members of all of those standards committees.

MS. GIRVAN:  Okay.  If you are directed to reintroduce the industrial program -- I think Mr. Poch was asking about this yesterday, and I think it came to about $4 million.

Where would those dollars come from, in terms of your overall budget?

MS. LYNCH:  That's not our proposal at this point, so we have not looked at that.

MS. GIRVAN:  You haven't, okay.  And I guess it's Mr. Neme was saying that if you did that, you could double your natural gas savings.  Why wouldn't you be doing that?

MS. LYNCH:  Certainly we'll be discussing this on our next panel.

MS. GIRVAN:  Okay, all right.  Thanks.

And just one last question.  If your behavioural program is intended to boost the interest in the home reno rebate program, why haven't you increased your targets to reflect this?

MS. BROOKS:  So as noted, our participant in 2015 target is just over 1,200 homes, and we're doing a stepped increase up to 5,000 homes over the course of the plan, and having a behavioural platform available to us was considered when developing those targets.

So we have increased our targets over time.

MS. GIRVAN:  You have?  All right, thank you.  Those are my questions.

MS. LONG:  Thank you, Ms. Girvan.  I think we'll take our afternoon break and be back at 3:30, and we'll start with you, Ms. Vince.
--- Recess taken at 3:10 p.m.

--- On resuming at 3:35 p.m.

MS. LONG:  Ms. Vince , are you ready to proceed?

MR. POCH:  Madam Chair, if I could interrupt one second.  There is a small procedural matter that I wouldn't raise now, but I understand it involves Ms. DeMarco, and I think she has to leave before the end of the day, so in fairness to her, I wanted to just raise it now if I --


MS. LONG:  Ms. DeMarco, are you doing some cross today as well?

MS. DeMARCO:  We hope to be doing 15 minutes.

MS. LONG:  Okay.

MR. POCH:  A proposed order for cross was included in an e-mail from Board Staff, and last night I noticed that GEC had -- for Union panel 3, industrial, I noticed GEC was placed second up on that list.  And I put out an e-mail to all parties and counsel, just alerting them to the view that I felt that's inappropriate, which I'll explain in a minute, and I understand that one or two parties are quibbling with me, so I wanted to just ask the Board's direction on that.

The situation is this:  Our one issue that we're cross-examining on on panel 3 is the end of the program for large-volume customers, the T2 R100 cancellation.

It was my understanding -- my assumption that while groups such as APPrO, perhaps IGUA, I don't know, others, may be adverse in interest to Union on a number of issues, on that issue it's clear they're aligned with the proposal from the company -- that is, that that program should disappear, and we are not -- and so I felt it inappropriate for us to be sandwiched.  We're simply more adverse in interest on the issue that we're examining on, and so it seemed appropriate that we go later in the list.

MS. LONG:  Ms. DeMarco?

MS. DeMARCO:  I think the two operative terms in my friend's comments are "assumption", number one, and it is clear that certainly he's assumed that we would be entirely aligned, we being APPrO, with the position of the utility, of Union in this case, and secondly, that it's clear that we will be supporting the company in its entirety.

And those assumptions are, (a), not accurate and, (b), it is certainly not clear based on the instructions I have, which are to proceed with the fact-based assessment of what's before us, so I speak also -- I know Mr. Mondrow had written to this last night, although he is not here.  He is clearly not in favour of a switch in the order as well on the basis of the same propositions; in fact, the assumption that he is entirely aligned with the position of the utility is absolutely not accurate in his case, so we would, number one, oppose any switch in the proposed order that was issued by the Board, and number two, it's complicated by the fact that we are not available tomorrow for cross, so would be asking for the Board's dispensation to allow for us to cross panel 3 in accordance with the original schedule, which was Monday.

MR. POCH:  Madam Chair, if I could reply briefly.  First of all, I don't think there is a practical problem looking at the list right now.  I think if both my friend and I were put off 'til Monday, it won't lead to any interruption.  I could certainly be on standby tomorrow afternoon.  If it turns out there is a gap then I would forgo this objection and concern and fill in because I think that -- I understand the Board's schedule needs to be met.

Leaving that aside, I think my friend has misstated me.  I think I was quite clear.  I'm not suggesting that they're completely aligned with the company.  I'm saying on the one issue we're involved in they are certainly, at the very least, at best, at most, undecided, from what I hear.  We are clearly adverse in interest to the company, and therefore in the ordinary order of cross-examination we would be the last -- those parties adverse in interest go last.

MS. LONG:  Thank you, Mr. Poch, thank you, Ms. DeMarco.

Do any other intervenors have any comments with respect to their positions in the order?

Okay, thank you.  I'd like to move on with --


MS. DeMARCO:  I'm sorry, I was asked to inform, through my associate Joanna, that OVGC is also averse to the change in the order.

MS. LONG:  Okay.  Well, I'd like to move on with the evidence, and we will caucus after and have a discussion about whether the order will change, so Ms. Vince.

MR. O'LEARY:  Sorry, Madam Chair, it is Mr. O'Leary back here.  Just while we're on housekeeping matters, I am certainly cognizant of your direction earlier on that panels be available when called, and we appreciate the heads-up we were given by Board Staff that Enbridge's first panel might be on tomorrow afternoon.  We do have one witness difficulty.  He has a personal commitment, and I'm wondering just in light of what I've heard and where we are in the timetable at this point, which is -- there is a good news/bad news -- is we seem to be about a day ahead; but I guess the bad news is you'd prefer us to be started tomorrow.  But if it doesn't happen, I'm wondering if it would be possible for you to indicate that panel 1 could stand down until at least Monday morning?  That's the Enbridge panel number 1.


MS. LONG:  Okay, well, I don't think we're going to get there tomorrow.  I mean, I don't think there is a problem that we are going to get to the Enbridge panel.

MR. O'LEARY:  That appears to be the case, but in the event that there is a small amount of time left at the end of the day, and we don't have the panel here, I certainly don't want to be in violation of your directive earlier, and that's why I'm raising it at this time.

MS. LONG:  I appreciate that.  We are not going to proceed without you and without your witness.  I think that the Panel is actually going to have quite a few questions for this panel, so I think that will probably fill up the rest of the day, so we will anticipate that you will go on Monday.

MR. O'LEARY:  Great.  Thank you, Madam Chair.

MS. LONG:  Thank you.

Okay.  Finally, Ms. Vince (sic), we're on to you.
Cross-Examination by Ms. Vince:

MS. VINCE:  Yes, wonderful.  Good afternoon.  For the benefit of the witness panel, my name is Joanna Vince, and I am counsel for the Ontario Sustainable Energy Association in this matter.

As you can imagine, because of the name of the organization, our questions primarily focus around sustainable energy.

So where I'd like to start is Mr. Elson this morning pointed to an article during his questions that's at tab 21 of Exhibit K2.1.  And in that article it talked about a family that had used eco-friendly technologies to reduce energy use.  And then there was a bit of a discussion with the witness panel about Union's home-reno rebate program.

So my question is whether the home-reno rebate program would include sustainable energy technologies, specifically ground-source heat pumps.


MS. BROOKS:  I would ask that we pull up Exhibit B, topic 5.Staff.22(c).

So Union has confirmed here in this interrogatory that we are not incenting ground-source heat pumps for a home-reno rebate.

MS. VINCE:  Okay.  And what about solar thermal for water?

MS. BROOKS:  No, we are not.

MS. VINCE:  Is it something that you think could be considered in the future?

[Witness panel confers]

MR. GOULDEN:  Perhaps I can help you, Ms. Vince.

So maybe you can refer to our response to topic 5.LPMA.30, where we have identified while we have no recent experience with solar water for commercial or industrial general-service customers, we would potentially consider it a custom opportunity.  We haven't done that, but it doesn't mean we wouldn't consider it, and we would.

MS. VINCE:  Okay.  Thank you.  And in addition to potentially providing funding, would there also be any technical support for these type of programs?  I know yesterday there was a discussion about providing technical support where funding was not necessarily available.

MR. GOULDEN:  As a potential custom offering we would potentially provide technical support as well.

MS. VINCE:  Okay.  And is that position the same for other sustainable energy options; for example, district energy or energy storage technologies?

MR. GOULDEN:  I'm not sure, and I'm not -- sorry, we're not sure, but I'm not sure with regards to whether, in fact, there would be a significant or legitimate natural gas saving opportunity associated with those kinds of potential opportunities.  But we could certainly look at that on, you know, a per project basis.

MS. VINCE:  Right, of course.  So that brings me to my next topic of questions which is -- you just sort of raised it a bit, and we heard it yesterday when this panel was talking to Mr. Buonaguro, that there could be space for both CDM and DSM to apply the certain technologies.

Tab 15 of Environmental Defence's document this morning, which was Exhibit K2.1, at page 53, this is where -- this is the Board's DSM framework, and you will see at 6.2(c) one of the key priorities that's identified is to increase collaboration and integration of natural gas DSM programs and electricity CDM programs.

This issue is of interest to OSEA because many sustainable technologies can provide benefits for both gas and electricity conservation.

So I'm wondering if you could tell us about the discussion that Union has engaged in with LDC's in an attempt to coordinate DSM and CDM programs, and any programs or opportunities that may or arise from that.

MS. LYNCH:  Yes, certainly we have been having ongoing discussions with LDCs.  We've also -- I participate in the Conservation First implementation committee around the implementation of the framework itself.

We're also participating on the working group committees as well now, which is around the new program designs and the new approaches we'll take.

So we see those as good opportunities for us to identify where we're going to be able to collaborate, in addition to other conversations that we're having.  Certainly we've proposed a pilot budget in our plan that would also help with looking for some of the opportunities that we would be able to work together.

MS. VINCE:  Thank you, and in those discussions, do any of the topics, or the technologies, or the programs you're looking at relate to sustainable energy and sustainable energy technologies?

MS. LYNCH:  There would certainly be some, I think. Depending on the breadth of the definitions within that, there's different technologies that would be considered through the program groups.

I can't speak to specific examples, though, right now.

MS. VINCE:  Could you give us a list of some of the specific sustainable energy examples that have been considered or discussed?

[Witness panel confers]

MS. LYNCH:  Certainly, CHP has been one area that has been identified, and an area that we have seen significant interest and certainly significant focus within the CDM program.

MS. VINCE:  Are there any others?

MS. LYNCH:  I can't say specifically.  I know there has been some solar discussion, but I don't think there's been much along those lines.

MS. VINCE:  Okay.  What about net zero?

MS. LYNCH:  We haven't had specific discussions with LDCs on net zero.  Certainly there's been interest in whether or not there may be new construction opportunities going forward and how we might work together on those, but not specific to net zero at this point.

MS. VINCE:  Okay, those are all my questions.  Thank you.

MS. LYNCH:  Thank you.

MS. LONG:  Thank you, Ms. Vince.  Ms. DeMarco?
Cross-Examination by Ms. DeMarco:


MS. DeMARCO:  Thank you very much, Madam Chair, and thank you, panel.  I have just a few questions in relation to large industrial and some of the non-energy benefits, which are referred to in Exhibit A, tab 2, appendix C, page 7 of 34 of your evidence and in responses to interrogatories at Exhibit B, tab 13 and tab 45, Union.GEC.3 and 55.  So that's the scope of my questions.

Very specifically, you've had much questioning today in and around the environmental commissioner's report.  I've provided the actual excerpt that was spoken to this morning.  Do you have that?

MS. LYNCH:  Yes, I do.

MS. DeMARCO:  Does the Panel have that?

MS. LONG:  We have that.  Could we mark that, please?

MR. MILLAR:  Yes, it is Exhibit K2.3, entitled "Feeling the Heat -- Greenhouse Gas Progress Report 2015", from the Environmental Commissioner of Ontario.

EXHIBIT NO. K2.3:  Document entitled "Feeling the Heat -- Greenhouse Gas Progress Report 2015", from the Environmental Commissioner of Ontario.


MS. DeMARCO:  And specifically it outlines the sector's specific missions.

If I could ask you to go to table 1, which is the last page of that excerpt, I wonder if you could point me to where on that table it indicates that natural gas distribution is responsible for 30 percent of province-wide emissions.

MS. LYNCH:  I don't see anywhere that it specifically says that.

MS. DeMARCO:  It's fair to say that it does not say that; yes?

MS. LYNCH:  Yes.

MS. DeMARCO:  Similarly, can I ask you to me point to where it says that natural gas combustion in the province accounts for 30 percent of province-wide emissions?

MS. LYNCH:  I don't see that noted.

MS. DeMARCO:  Is it fair to say that it doesn't say that?  Is that correct?

MS. LYNCH:  Correct.

MS. DeMARCO:  Can I ask you to refer to the last column of that table?  Based on 2013 data, is it fair to say that the table indicates that electricity accounts for 6 percent of the province-wide emissions?

MS. LYNCH:  Yes, I see that in the top line.

MS. DeMARCO:  And transportation counts for 35 percent of province-wide emissions?

MS. LYNCH:  Yes, I see that.

MS. DeMARCO:  And these all are oil-related fuels, if you look at the columns: road, off-road, domestic aviation, domestic marine and rail; is that fair?

MS. LYNCH:  I would expect primarily.

MS. DeMARCO:  And industry accounts for 28 percent of the emissions in the province; is that fair?

MS. LYNCH:  Yes, I see that.

MS. DeMARCO:  Buildings, 19 percent; is that fair?

MS. LYNCH:  Yes, I see that.

MS. DeMARCO:  And we would expect that to be a mix of electricity and HVAC type emissions; is that fair?

MS. LYNCH:  Yes, perhaps some other fuels, maybe oil.

MS. DeMARCO:  And agriculture is 4 percent?

MS. LYNCH:  Yes, I see that.

MS. DeMARCO:  And waste is 5 percent?

MS. LYNCH:  Yes, I see that.

MS. DeMARCO:  For a total of 100 percent; is that fair?

MS. LYNCH:  Yes.

MS. DeMARCO:  Thank you.  In relation to T2 and R100 customers, have you looked at the impact of carbon pricing on your DSM budgets at all?

MS. LYNCH:  No, we haven't, and certainly we'll talk more specifically on the next panel.

MS. DeMARCO:  Thank you.  In terms of working directly with it T2 and R100 customers, I know that you will look at that on the next panel, but just in terms of cost effectiveness or efficiency, is there any data in relation to direct reductions by the source versus DSM related activity?

MR. GOULDEN:  Do you mean with regards to GHG emission, Ms. DeMarco?

MS. DeMARCO:  With regards to carbon pricing, GHG emissions reductions and/or energy savings.

MR. GOULDEN:  We haven't been involved in any of that work at this point.

MS. DeMARCO:  Those are my questions, thank you.

MS. LONG:  Thank you, Ms. DeMarco.  Mr. Shepherd?

MS. DeMARCO:  I wonder if we might be excused to take our leave at this point?

MS. LONG:  That's fine.  We will issue our decision later.  It will either be by way email, or we'll make a decision from the dais after.

MS. DeMARCO:  Thank you for your consideration, Madam Chair.
Cross-Examination by Mr. Shepherd:

MR. SHEPHERD:  Thank you, Madam Chair.

I want to start by putting in evidence a package of materials, which is our cross-examination materials.  I believe copies have been provided to everybody.

MR. MILLAR:  Madam Chair, with your permission, we will mark that as Exhibit K2.4.  It is the cross-examination materials of the School Energy Coalition for Union panel 2.

MS. LONG:  Thank you.
EXHIBIT NO. K2.4:  CROSS-EXAMINATION MATERIALS OF THE SCHOOL ENERGY COALITION FOR UNION PANEL 2.

MR. SHEPHERD:  And Madam Chair, everything in here is on the record except for four pages, which were provided to my friend on Tuesday night.  And when we get to them I'll explain what they are, but they're -- I don't think -- they're actually Union documents, so I don't think they're controversial.

Just for anybody who's interested in a time check, I estimated three hours.  I expect I will have to stop in the middle of a sentence at three hours.

So let me start --


MS. LONG:  I should let you know, Mr. Shepherd, we are planning to sit to about 4:30 or 4:45, depending when a convenient break is for you.

MR. SHEPHERD:  And I was hoping to do the whole three hours today.


[Laughter]

MS. LONG:  You will be doing it alone.

MR. SHEPHERD:  Apparently.  Yes.  Thank you, Madam Chair.

Okay.  So witnesses, I think I know all of you, and my name is Jay Shepherd.  I'm counsel for the School Energy Coalition.

I want to start at a very, very high level about how you thought about your plan.  And let's start with a basic principle.  Do you agree that the Board's -- that it is a theme in the Board's DSM framework for 2015 to 2020 that the utilities should be innovative and creative in their design, both of their programs and their overall offerings?  Would you agree with that?

So this was something that wasn't supposed to require that anything be looked up, that it was a matter of -- I mean, we've all read the DSM framework.  Is it driving towards innovation and creativity or not?

MS. LYNCH:  Yes.  And Mr. Shepherd, I just wanted to note that it does say in section 6.2 that we should look to develop new and innovative programs.

MR. SHEPHERD:  And does Union believe that it has done so?

MS. LYNCH:  Yes, we believe that we have introduced a number of new programs within our portfolio.

MR. SHEPHERD:  And they're new and innovative in the sense that nobody else has done them before?

MS. LYNCH:  They're new in that we have not offered them within our portfolio before, and we've considered, as well, different ways that we would enhance what we've offered.

MR. SHEPHERD:  Are you -- can you tell us about the offerings that you have -- that you are proposing that as far as you know nobody else is offering in North America?  Are there any?

[Witness panel confers]

MS. LYNCH:  I would say that what we have in here are programs that are, as I said, new to us in our portfolio, or ones that maybe there's been some experience in, such as our Aboriginal program, but not as much experience in different jurisdictions.

MR. SHEPHERD:  So I'm coming back to my original question, which is:  Do you have any programs that are right out in front, that are leading programs that nobody else has done?  Do you have any like that?

MS. LYNCH:  No, there's ones that have done in -- been in certain ways in other jurisdictions.

MR. SHEPHERD:  And do you have any programs that have been done elsewhere -- and when I say "programs" I mean offerings, right -- are you proposing any offerings that have been done elsewhere but that you've made fundamental changes to, that make them, in essence, new or leading-edge because of the changes you've made; do you have any like that?

[Witness panel confers]

MS. LYNCH:  Again, I'd say there's programs that we're offering that were -- there may be some experience in other jurisdictions, but essentially we have looked at what's happened in other jurisdictions to inform our plan.

MR. SHEPHERD:  All right.  Did you, at any time, go out to your customers -- and I'm not talking about intervenors now, even though the intervenors represent customers.  Don't get me on that -- but did you go out to  -- directly to customers and ask them what sort of things do they want that you are not providing that they've never heard of before, the new stuff?  Did you go ask anybody?

MR. GOULDEN:  We sought customer feedback with regards to our large-volume program, which is the subject of panel 3.

MR. SHEPHERD:  Okay, but that wasn't for new offerings; right?

MR. GOULDEN:  Yes, it was, we were seeking to validate what, in fact, customers wanted from -- with respect to offerings.

MR. SHEPHERD:  Well, I understood that what you asked them was, We want to do this on a fee-for-service basis.  Will you pay for it?  And they said, No.  Isn't that right?

MR. GOULDEN:  Although I introduced this, I think it is probably better to have all of the panel 3, Mr. Shepherd, and we can continue that discussion at that point.

MR. SHEPHERD:  Well, I don't actually have any questions for panel 3, but can you just answer that one?  Is that true?  You went out to them, you said, We want to do this on a fee-for-service basis, and they said, We are not going to pay for it.


MR. GOULDEN:  Now, we also asked, how we could add value for those customers, and the program was on the basis of the feedback we received.

MR. SHEPHERD:  All right.  See, here's -- I'm asking this because -- and I'm going to come to a specific thing you said at the technical conference about this, but I'm asking this because -- I mean, in part it's because the Schools are a little bit embarrassed, because we did a whole tirade in our submissions on the DSM framework about how wonderful the Canadian -- the Ontario utilities were in being leading-edge, and we looked at your plan, and we saw nothing, nothing, not one thing in your plan that wasn't almost a direct copy from some other jurisdiction and justified almost entirely on that basis; is that true?

[Witness panel confers]

MS. BROOKS:  So I wouldn't say it's entirely true that we rested everything on other jurisdictions.  In tab 3 we do discuss our program development phases, one of them being internal discussions, so we hosted a bunch of ideation sessions where we got various stakeholders at Union Gas, including accounts managers, who have sound relationships with customers, and just talked to them on a regular basis to try to get a better understanding of what customers are looking for in our programs.

MR. SHEPHERD:  I understand that.  At any time did you go to staff or outsiders and say -- or maybe hire a consultant or whatever, and say, We want to identify some stuff that nobody's ever done.  We want some out-of-the-box thinking about conservation and -- so that we can start to think about the future instead of just doing what we did before?  Did you at any time go to anybody and ask that question?

[Witness panel confers]

MS. BROOKS:  So we did work with a consultant, Accenture.  We filed those reports in our evidence.  We did not specifically ask for them to come up with things that nobody has ever done before.  However, part of their scope was of their work was to look at programs that we had come out of those ideation sessions that I just discussed, so ideas that were generated from internal stakeholders.  And we also asked them to provide with us any other suggestions that they thought would be solid programs for our next proposal.

MR. SHEPHERD:  Isn't it true that every one of the proposals that came out of the ideation sessions, and every one of the proposals that came from Accenture, was based on something that's being done in another jurisdiction, in every single case; isn't that true?

I'm going to invite you to take an undertaking to give me an exception to that, if it's not true.

MS. BROOKS:  I would say that the recommendations were all drawn from experiences from other jurisdictions, but we tailored the offerings to how we thought was best suited for the Ontario market.

MR. SHEPHERD:  All right.  So, at the technical conference, if you turn to page 2 of our materials, page 2 and 3 is an excerpt from the technical conference, and Mr. Neme was asking you, Ms. Brooks, about how you looked -- what alternatives you looked at in respect of your proposed mix of programs.

Now, this is at an even narrower level.  This is not even are they leading edge.  This is did you look at anything in a different approach except for the one you proposed?

And what you say, after a little bit of back and forth on page 10 -- Mr. Neme says, "You mostly looked at the portfolio you looked at, and qualitatively considered some tweaks to it, but that was about it?"

And you answer, "That's correct."

So am I right in understanding that once you had  an approach that was basically what you'd done in the past, or what other people had done in the past, you didn't even look at alternative scenarios that would be in any way fundamentally different; isn't that right?

MS. BROOKS:  Sorry, I just need to read this to get some context.

I believe that this line of questioning was in reference to the sensitivity analysis, as indicated at the top of page 109.

MR. SHEPHERD:  Sure.  Help me understand how that's relevant to my question.

MS. BROOKS:  So I think the answers here are defining what we considered in terms of the sensitivities, not what did we consider in terms of the overall proposed plan.

MR. SHEPHERD:  Well, what you say right here at the bottom of page 109 of the transcript, on page 2 of the technical -- day 2 of the technical conference, you say:
"The process in which we put our plan, I would say there was nothing significantly different in our alternatives than what we finally proposed."

That's, in fact, what you did in the plan process; right?  That's not just the sensitivity analysis.  That's all you did, right?

You never had an alternative plan that was significantly philosophically different in any way from what you proposed to the Board, did you?

MS. BROOKS:  I would agree that we didn't have a fully-vetted alternative plan to the proposal that we put forward.  But that doesn't suggest that we didn't make other considerations, in terms of programs and offerings, as we've outlined in our evidence that we did consider and ultimately decided not to proceed on.

MR. SHEPHERD:  Well, all right, so -- I'm beating this into the ground a little bit, but it is important.

Did you consider any offerings or programs that are not currently in your evidence?  Because I'm going to look at those and see how fundamentally different are they, how much original thinking are in even the ones you rejected.

And I'm asking are there other ones that are really original, that are really out of the box, that are not even in the evidence?

MS. BROOKS:  So can I ask that we pull up Exhibit B, topic 5.Staff.15?

MR. SHEPHERD:  Okay.

MS. BROOKS:  So these would be the program offerings that we considered, that we did not file, as requested by the Board in this interrogatory.

There were other ideas that came out of the ideation session that ultimately did not make the list of programs we looked at in further detail. But this is a list that we actually fully vetted the program offerings in consideration for our plan.

MR. SHEPHERD:  Okay, so I've seen this list.  I'm looking for -- none of these are particularly unusual; they're things that are done elsewhere.

But can you give us a list of the other things that you didn't pursue, but that would come within this innovative, creative, out of the box category?  Can you give us a list like that?

MS. BROOKS:  I'm not sure if there is anything that we have available that we could provide you with.

MR. SHEPHERD:  So you say there are things that were not considered -- that did not proceed that were more creative.  But you can't tell us what they were?

MS. BROOKS:  So the ideation sessions we held inherently are brainstorming sessions.  So there were other ideas that were discussed within those sessions, but there was nothing documented that I believe we could provide you with.  I mean these were just discussions that were part of the day.

MR. SHEPHERD:  All right.  The reason I'm asking is -- I'm asking this at the high-level as well, but I'm asking it because we're going to talk about some particular programs.  And I'm concerned that in some of them, you don't appear to have looked at them with much of an open mind.

I'll give you an example, because you had a whole discussion today, earlier today about on-bill financing; right?

MS. LYNCH:  Yes.

MR. SHEPHERD:  And you've rejected that because you see some barriers to that, and you don't see it is a being valuable, right?

MS. LYNCH:  We didn't see it is a addressing the key barrier.

MR. SHEPHERD:  All right.  I want to turn that around.  You have people -- by the way, I don't like the Environmental Defence ideas about on-bill financing.  As a former banker, I scratch my head.

But I'm asking the more fundamental question here.  Did you at any time -- knowing that some of your customers and some of their representatives would like to see on-bill financing, did you at any time turn it around and say Okay, if what they're proposing as on-bill financing doesn't work for us, it doesn't meet the objectives, is there some way we can turn this around, take the idea, take the issue, the barrier that the customers are addressing, and say how can we actually deliver that.  Did you ever do that?

MS. LYNCH:  From the financing perspective, we looked at when they said access to financing.  So we looked at it and said on-bill is not something that we think, from the financial requirements to operate the program, that it makes sense.

But we said that we would enable financing through talking with institutions, figuring out how can we better inform customers about their programs, how could we maybe leverage that to ensure that customers are aware of what their options are and that there are ways that they do have access to capital.

MR. SHEPHERD:  Now, Enbridge already has on-bill financing, right?

MS. LYNCH:  Sorry, pardon?

MR. SHEPHERD:  Enbridge already has on-bill financing, and has tens of thousands of customers already using it right now as we speak; right?

MS. LYNCH:  My understanding is they have options for third parties to provide lines on their bill.

MR. SHEPHERD:  Okay.  So except for the buying down of interest rate, that gets a lot of the way forward in on-bill financing; right?

MS. LYNCH:  Again, it wasn't looking at it as on-bill financing; we were looking at, it was access to financing.

MR. SHEPHERD:  All right, so back to my original question.  What I'm asking is:  When you've got these people saying, Do something about this, including the Board, saying, Look at this, it appears to me, and tell me whether this is right, that what you did is say, Do we like this or not?  Answer, no; okay, that's the end of it, rather than, how can we achieve the result that people are asking for?  I'm wondering at what point did you say, and where is it in your evidence, How can we achieve that result?


MS. LYNCH:  Again, I would say I wouldn't accept that we didn't consider it; we completed a number of pieces of research and analysis that we outlined in our plan.  We -- this was one of the items that we had had Accenture look at when we were considering program proposals.  Recommendation was not to move forward with it.

So we did consider it.  It wasn't like we just said, We don't want to do this; we said, What will this address, and does it make sense for us to offer the program versus does it make sense for us to ensure that our customers have an understanding of what financing options are available to them.


MR. SHEPHERD:  You didn't, for example, consider whether you could alter your customer information system to allow third parties to provide financing for DSM projects on your bill?  Did you?

MS. LYNCH:  We did not consider that.

MR. SHEPHERD:  Why not?

MS. LYNCH:  It's not something that we've done up until this point, and again, we didn't see that as the barrier that we were looking to address.

MR. SHEPHERD:  So your solution to the barrier that people are talking about, the barrier that Environmental Defence was talking about this morning, your solution is to give them grants, give them cheques, as opposed to facilitate access to financing, or simplify access to financing; right?

MS. LYNCH:  So our solution is to focus on the incentive programs that we have, in additional to the other programs that we're proposing, and again, our perspective was that we would address that through enabling financing.

MR. SHEPHERD:  Well, okay, but you're not actually enabling the financing; right?  I mean, you have a number of banks that operate in your area that already offer financing to your customers that would include things like home renovations.  And all you're doing is you're telling the customers about it.

MS. LYNCH:  Again, it would be enabling in the sense of educating them on what options are available.

MR. SHEPHERD:  And you don't think the banks are doing that already?  Is your promotion budget on this bigger than the bank's promotion budget on this, do you think?

MS. LYNCH:  No, however, I would say that ours wasn't -- it's not about replacing their promotion budget; it is about ensuring that people understand that our programs exist and the financing programs exist, so that way ensures that they're aware of what the opportunities are and how we could leverage what's in the marketplace with respect to the program offerings.

MR. SHEPHERD:  So for example, you've done a mock-up, I assume, of a mailer that goes out to residential customers saying here's a program we offer, home-reno rebates, for example; and by the way, here's the Royal Bank of Canada financing program that you can use, and here's some examples of how you can use it to participate in our program?  Did you do that?

MS. LYNCH:  No, we haven't got to that point yet.  Again, we just identified in our evidence that that's an area that we want to explore in discussions with financial institutions.

MR. SHEPHERD:  You haven't actually done anything about that yet, taken no steps whatsoever yet; right?

MS. LYNCH:  No.

MR. SHEPHERD:  All right.  I want to turn to another area that's still at a fairly high level, but it's a sort of a -- it crosses a bunch of areas.  If you turn to page 4 of our materials.  This is an answer to one of our interrogatories, SEC -- T3, Union.SEC.8.

And I'm not concerned with the parts at the top.  We'll get to those later.  But I want to look at section E.  You have almost $7 million of administrative costs; right?  About 23 percent of your budget is administrative?

MR. DIBAJI:  In 2015?

MR. SHEPHERD:  Yes.

MR. DIBAJI:  Yes.

MR. SHEPHERD:  And that goes up over time; right?

MR. DIBAJI:  The percentage decreases over time, but the absolute dollars increase, yes.

MR. SHEPHERD:  Exactly.  And so we asked you, have you benchmarked this?  You are not the only utility providing DSM programs; there's utilities all over North America providing DSM programs.  They've all have administrative costs.  Have you made any attempt to benchmark this?  And you said no, so my question is:  Why not?

MR. DIBAJI:  This was something we found difficult to benchmark, as different jurisdictions operate their DSM programs in different fashion.  Some outsource a lot of delivery, while others have internal sales teams that outsource -- or that fall through with that delivery.  Other programs have higher EM&V teams that do evaluation, so it's really hard to benchmark administration budgets and figures and compare to other utilities.

MR. SHEPHERD:  Well, most of what Union Gas does is hard; that's probably not the main issue.  My question is:  Is nobody in North America -- none of the utilities that are doing significant DSM programs, are none of them benchmarking their administrative costs?

MR. DIBAJI:  I can't comment on that.  I'm not sure.

MR. SHEPHERD:  Well, did you ask?

MR. DIBAJI:  Did I ask if other utilities are benchmarking --


MR. SHEPHERD:  Yes.

MR. DIBAJI:  No, we did not ask.

MR. SHEPHERD:  Did you make any enquiries whatsoever about what an appropriate level of administrative costs would be for programs of this nature?

MR. DIBAJI:  Now, we assessed our past experience in delivering these programs and our administration requirements.  As the teams pulled together the plans and the programs they put forward, one of the asks was to evaluate what additional administration requirements they may or may not need.

In that review we optimized whatever administration funds and people we have in our programs, and then we looked at what additional requirements we would require.

MR. SHEPHERD:  So you have no way of knowing whether your administrative costs are reasonable except to track them against what you've spent in the past?

MR. DIBAJI:  That is fair to say.

MR. SHEPHERD:  So then how's the Board supposed to determine that your costs that you're asking for are reasonable?  You're asking for, what, about -- over the six years about $50 million in administrative costs or so?  50 or 60?  How's the Board supposed to determine whether that 50 to 60 is right or whether it should be 30 or 40 or 80?

MR. DIBAJI:  Well, they would make that determination based on the cost-effectiveness of our plan.  The cost-effectiveness test takes into account administration budget, and our plans are highly cost-effective.

MR. SHEPHERD:  So -- well, we're going to get to that.  Some of them are not.  But does that mean that as long as you have a cost-effective plan you can spend as much as you want in administration?

MR. DIBAJI:  No, that's not what I was saying.

MR. SHEPHERD:  Well, then how does the fact that it is cost-effective help the Board understand whether you are spending the right amount on administration?

[Witness panel confers]

MR. DIBAJI:  Yeah, they would weigh it based on our past extensive experience in delivering these programs and the administration requirements we've had to have in the past, and over the course of the next six years we're doubling the budget, and we require further administrative support to follow through with these plans.

MR. SHEPHERD:  And you are aware that the Board, in its regulation of rates, has moved to a greater emphasis on benchmarking?  You'll agree that the Board is moving in that direction; is that right?

MR. TETREAULT:  Mr. Shepherd, are you referring to some of the work on the electricity side around changes to rate design?

MR. SHEPHERD:  Also on the Enbridge and Union rate plans.

MR. TETREAULT:  Specifically the gas utilities IRM plans?

MR. SHEPHERD:  I'm asking -- am I right that the Board is moving towards increased benchmarking of costs of utilities?  Yes or no?


MR. TETREAULT:  I think generally that's fair.

MR. SHEPHERD:  Did you then consider, in the course of developing your plan, whether you should be doing some benchmarking of these costs?

[Witness panel confers]

MS. LYNCH:  We didn't consider specific benchmarking of administration costs.  We certainly have looked at overall cost effectiveness.

MR. SHEPHERD:  And did you benchmark the cost of individual programs?  Did you look at particular programs and say we want to spend this much to get this much result, and what are other people spending on this and what results are they proposing to get, or actually getting?

MS. BROOKS:  I can't say that we specifically benchmarked the total cost of our programs against other programs, but we did look at other jurisdictions for things such as incentive levels to directionally inform our design.

MR. SHEPHERD:  But you didn't actually copy the incentive levels elsewhere, right?  You just looked at it and said, okay, are we in the ballpark?

MS. BROOKS:  Yes, I would agree that we did not copy all of our incentives from other jurisdictions.

MR. SHEPHERD:  I am right, am I not, that your costs of this program don't include any productivity factor, right?


[Witness panel confers]

MR. TETREAULT:  Yes, that's correct, Mr. Shepherd.

MR. SHEPHERD:  And I don't have in my materials the IR where you responded, but my understanding is that you didn't benchmark – sorry, you didn't include productivity because the costs of DSM programs are pass-through costs?

MR. TETREAULT:  Yes, that's correct, DSM costs are considered a Y factor or a pass-through as part of our IRM.  And, as you know, we do have a built in productivity factor within our IRM framework for rates in general.

MR. SHEPHERD:  But that doesn't include DSM costs?

MR. TETREAULT:  No, it does not.  DSM is considered a Y factor or pass-through item.

MR. SHEPHERD:  I don't understand.  Why didn't you think that you had to be productive in DSM, the same as in other cost you’re spending that is ratepayer money?

MS. LYNCH:  I would say we are always looking to be cost effective.  But certainly, as you have new programs that come in, they can be more expensive.  You may have -- they may start more expensive, become less expensive, and then in some cases, become more expensive again as you get into -- either deeper into the market or harder to reach savings.

So as you have a mix of programs, they are sorts of ups and downs that happen within that.

MR. SHEPHERD:  You are actually proposing in this plan higher budgets and lower targets, right?  And less cost effectiveness, isn't that right?

MS. LYNCH:  If you compare it to our previous plan on an overall perspective, it is less cost effective.

As we've outlined in our evidence, there are a number of reasons why that's the case.

MR. SHEPHERD:  What I'm trying to understand is you are asking the Board to approve what?  About $400 million of spending, $500 million -- something like that, right, over six years?

I don't -- if you haven't built in any productivity factors, and if you haven't benchmarked, how does the Board know that this is the right number?

What's your evidence to back up your numbers, other than they're cost effective?

MS. LYNCH:  So, again, within our -- within -- so we have a $321 million budget over the course of the plan.  We have provided a detailed roll-up of how we've determined the budgets and targets for each of our programs.

We've also outlined the key priorities that -- and guiding principles that we're looking to achieve within this plan.

So again, it is a balance of all of those items to consider, again, what is an overall cost effective plan.

MR. SHEPHERD:  In most businesses, when you take a budget forward, somebody -- senior management or whoever --has a cost effectiveness test, a sanity check, if you like -- a sanity check is the best word, where they look and they say wait a second, this is too much money, you have do this for less.  Who did that this case?  Anybody?

MS. LYNCH:  No, it's we looked at the overall budget guidance from the Board.  We then looked at what the guidance was with respect to rate impacts.  We took that, considered what programs we were going to offer, what we could achieve, appropriate incentive levels, and built all of that up in determining what is a plan that meets the balance of the guiding principles, key priorities, as well as the metrics as we've outlined them in the scorecard.

MR. SHEPHERD:  It sounds like what you’re saying is the Board will let us spend X dollars, so we have to figure out what’s the best way to spend that X dollars.

MS. LYNCH:  I'd say we looked at it and said this is the budget that we have, these are the requirements we have within that, so we know significant emphasis on low income is a priority.

We know that having broad participation from customers is a priority.  Going deeper into homes and businesses was a priority.

So we looked at those items and with that, built up the plan that we proposed.

MR. SHEPHERD:  Madam Chair, I can spend another ten minutes if you'd like on one small subject, or if you'd like, I can make that a time to break.

MS. LONG:  I think we'll break, Mr. Shepherd.

MR. SHEPHERD:  Thank you.
Procedural Matters:


MS. LONG:  Mr. Brett, are you still planning on cross-examining this panel?

MR. BRETT:  Yes, I am.

MS. LONG:  And an estimate of your time would be?

MR. BRETT:  Well, my original estimate was two hours, and it may be -- it will be between one and two hours.  I should be able to shave a bit off it.

MS. LONG:  Mr. Shepherd, you're going to be about two and a half hours; is that fair?  You've done about half hour.

MR. SHEPHERD:  I believe it is 2 hours and 23 minutes, but yes.

MS. LONG:  And Ms. Bennett, are we still expecting that VECC and IGUA will do a cross-examination tomorrow?

MR. BENNETT:  Yes, we're expecting that.

MS. LONG:  And their time estimates are?

MR. BENNETT:  VECC is -- they are both at half an hour.

MS. LONG:  Thank you.  What I propose is that we will break for about ten or fifteen minutes to consider your request, Mr. Poch, and then we will come back.  I don't expect that parties that don't take a position on this need to stay.  Mr. Smith, I don't know if you plan to stay.  I don't know if matters to you in which order the evidence goes in, but you are free to stay.  We'll be back in 10 or 15 minutes.  Mr. Poch?

MR. POCH:  I was just going to suggest — it’s certainly satisfactory to me if you would simply inform Mr. Millar of your decision, and he can alert everybody by email and then none of us have to stay, and we don't have to come back.

MS. LONG:  That's fine.  We will adjourn until tomorrow at 9:30 and, Mr. O'Leary, you are on tap, on call for Monday.

MR. O'LEARY:  Thank you, Madam Chair.
--- Whereupon the hearing adjourned at 4:35 p.m.
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