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Friday, August 21, 2015
--- On commencing at 9:30 a.m.


MS. LONG:  Please be seated.  Good morning, everyone.  Today the Board is continuing to sit on applications brought by Union Gas and Enbridge for various DSM-related approvals, EB-2015-0049 and EB-2015-0029.
Preliminary Matters:


Before we continue with the cross-examination of panel 2, Mr. Smith, are there any preliminary matters you wish to deal with?

MR. SMITH:  No, Madam Chair.

MS. LONG:  Okay.  There is one scheduling issue that I would like to talk about.   We have been advised that next Friday, August the 28th there will be a fire-alarm evacuation in the building and everyone will need to leave and walk down 25 flights of stairs.

So we have decided, rather than to put you all through that, we are going to start the hearing at 12:30, so we will lose a bit of time, but I think it is less disruptive than participating in the fire alarm.

So if people can make that adjustment to their schedules, we'll proceed on that basis.
Mr. Millar, are there any other issues we need to deal with?  Then Mr. Shepherd, we'll continue with your cross-examination of the panel.
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
Continued Cross-Examination by Mr. Shepherd:


MR. SHEPHERD:  Thank you, Madam Chair.  I am controlling my disappointment that we can't participate in the fire alarm next week.

I think this is for you, Ms. Lynch.  You're asking for an approval in this application of somewhere around $460 million of spending of ratepayer money, right?  That's -- where I got that is it is about 350 million or so of budget plus about 50 million of potential DSMVA plus 60 million of incentives plus whatever LRAM comes out of it, and that totals at least 460; am I in the ballpark?

MS. LYNCH:  Yes, with the inflation it seems about right.

MR. SHEPHERD:  Okay, well, that's good, because that's what I'm coming to, is the inflation.

If you can turn to page 6 of our materials, you've included in your application about $15 million of inflation amounts; right?

MS. LYNCH:  That's correct.

MR. SHEPHERD:  And these inflation amounts are amounts in excess of the budget that you've told the Board about that are the result of your budget from 2012 being inflated up 'til now, right, and continued thought the period?

MS. LYNCH:  Just for clarity, the framework itself didn't specifically include any direction with respect to inflation.  We did apply inflation, as we've outlined in our budget, in our plan, so we have put that in front of the Board in our plan to identify that we have included inflation over the course of the term.

MR. SHEPHERD:  And it's about 15 million?


MS. LYNCH:  Yes, if you accumulate up through 2020.

MR. SHEPHERD:  Okay.  So that's about 4 percent of your budget, and you haven't told the Board how you're going to spend that, have you?

MS. LYNCH:  What we've outlined in our evidence is that we have assumed the inflationary amount as we have in the past, and that we would, as we have in the past, allocate that based on where we're seeing the most need, depending -- certainly we'll see certain cost factors, and -- that come about over the course or cost elements of our programs that we need to take into account.

MR. SHEPHERD:  So back to my question.  You haven't told the Board how you are going to spend it, have you?

MS. LYNCH:  We've said directionally.  We have not said specifically, again, because the flexibility we would want to take into account just depending on where we see program costs or other elements that we would require.

Again, the idea of inflation is that you are essentially keeping your budget in consistent dollars.

MR. SHEPHERD:  Sorry, I -- how have you told the Board directionally how you are going to spend that 15 -- $15 million is a material amount, right?

MS. LYNCH:  Yes.

MR. SHEPHERD:  Okay.  So how have you told the Board you are going to spend that?  Can you show us the budget for that 15 million?

MS. LYNCH:  Again, what we have said is that --


MR. SHEPHERD:  Yeah, no, we heard that, Ms. Lynch.  I don't want you to repeat the same line.  I want you to answer the question.

MR. SMITH:  With respect, Mr. Shepherd, I think she has answered the question.

MR. SHEPHERD:  I don't believe I got answer, Madam Chair.

Where in the evidence does it show how they're going to spend that money?  Where is there a budget for that $15 million?  The answer is nowhere, and that's the answer I'm trying to get her to say.

MR. SMITH:  The transcript will say what it says, but I believe the witness's evidence was that it will be allocated where necessary over the term.

MR. SHEPHERD:  Okay, so the Board is approving it, Ms. Lynch, without knowing exactly how you are going to spend it.

It's like a slush find; right?  You're going to have this $15 million slush fund, and you can spend it as you see fit, and the Board's approval will allow you to do that; is that correct?

MS. LYNCH:  No, I wouldn't characterize it as a slush fund.  I would characterize it as recognition that we looked at the budget guidance as the maximum amount.

If we consider that in 2015, and then use inflation to account for escalations in pricing, certainly all elements of the plan will see certain impacts of that.  So we've said that we expect to need to use the inflation to account for those cost changes.

MR. SHEPHERD:  The Board's approval doesn't include any restrictions on how you spend that money; right?  Is that correct?

MS. LYNCH:  We have, again, provided directionally how we would expect to spend it.  We have not said specifically how we would spend it, as we deem that we would need to consider where our costs fluctuate over the term of the plan.

MR. SHEPHERD:  Madam Chair, with respect to the witnesses, I've asked a question that has a very clear answer.  And I'm entitled to get a clear answer to the question.  I'm getting avoidance of the question, that the witness has not said what restrictions on your approval of $15 million they're proposing.  None, and I'm asking:  Are there any restrictions.  The answer is no, and I'm entitled to a straight answer.

MS. LONG:  Ms. Lynch?

MS. LYNCH:  So we have not said specifically where we would allocate it.

MR. SHEPHERD:  Thank you.  And so my next question relates to the efficiency carryover, and you'll recall in the technical conference we had a whole discussion about this, because originally you were thinking about the efficiency carryover as being per scorecard; right?

MS. LYNCH:  Yes, originally we hadn't specifically said how we would determine -- in our evidence we hadn't specifically said how we would determine achievement of the cost-efficiency incentive.

MR. SHEPHERD:  In fact, when we talked about it at the technical conference you were proposing that it be on a per scorecard basis; right?

MS. LYNCH:  I had said at that time that we hadn't put a specific proposal that we were -- we had -- we were thinking about what it could be, whether a scorecard or overall would make the most sense.  We subsequently took an undertaking and then provided our response in that undertaking.

MR. SHEPHERD:  And that undertaking is page 9 of our material, and if I can paraphrase it, it is, if you meet the target level of incentive, which means overall on all the scorecards, then you've -- you're entitled to the incentive if your total spend is less than the target budget, right, without using the DSMVA?

MS. LYNCH:  Yes, that's correct.

MR. SHEPHERD:  Okay, and, now, that doesn't mean you wouldn't use the DSMVA, right, because the DSMVA also reallocates between rate classes; right?

MS. LYNCH:  Yes, the DSMVA counts for every allocation.

MR. SHEPHERD:  So in your example on page 9 you say if we spent 56 million out of a $57 million budget, that million dollars wouldn't be in the DSMVA and we'd get to spend it the next year.  But that million dollars could actually be made up of 5 million less on residential and 5 million more on M-5; right -- or 4 million more, sorry, whatever.  It could be an adjustment --


MS. LYNCH:  There could be variations in where the scorecard achievement has come from.

MR. SHEPHERD:  As long as the result is less than the total?

MS. LYNCH:  As long as the overall scorecard achievement has hit a hundred percent.

MR. SHEPHERD:  And part of what you believe the policy says is that -- is that if you are able to deliver the target level incentive at less than the budget, whatever that difference is, that budget that you didn't spend, you spend it anywhere you like.  There are no restrictions on that, is that right?

If you take a look at the bottom of page 7 of our materials, you will see an answer you've given on that to LPMA, which says:
"The flexibility is not limited by which program the rolled-forward budget can be spent on."

You say part of the reason for having this is to give you flexibility; isn't that right?

MS. LYNCH:  Yes, and I would just say that response was based on our view of the framework as outlined on page 24, that this is a benefit to the utilities to afford a greater flexibility to achieve the target levels, if they can efficiently produce results.

MR. SHEPHERD:  Now you are proposing to continue the -- what is it?  A 30 percent limitation on moving between budgets, is that right?  You are familiar with what I'm talking about?

MS. LYNCH:  Yes, that was the direction given by the Board.

MR. SHEPHERD:  And so how does this additional sort of discretionary amount that you may have because you've gone under budget, how does this relate to the 30 percent?  Is this in addition?

MS. LYNCH:  I see the 30 percent as the flexibility that we have to move money around, based on where we see the need.  This is separate from that, in that it's meant to be a cost efficiency incentive that we would utilize.

MR. SHEPHERD:  And it, too, is something you can move around to where you think you need it, right?

MS. LYNCH:  Yes.  As I said, as outlined in the framework, that's what the Board has identified.

MR. SHEPHERD:  So it's in addition to the 30 percent?  You could put it all in one budget in the following year, right, no problem, and still move 30 percent into that budget as well, right?

MS. LYNCH:  Again, I see the 30 percent is the flexibility that we have within a given year.  And again, based on where we see the requirements for funding for achieving targets, we would use the cost efficiency incentive pool.

MR. SHEPHERD:  Once more, Madam Chair, I'm not getting a straight answer.  Are they additional or not?

MS. LYNCH:  Where I'm struggling, Mr. Shepherd, is the definition of "additional."  There is a flexibility related to the budget spending, and then there is the cost efficiency incentive.

So yes, that flexibility exists to move between programs.  But the Board has identified, in addition, that there's flexibility related to cost efficiencies that we can then utilize in the following year.

MR. SHEPHERD:  If the home reno rebate turns out to be smashingly successful, and so in 2017 you say we're going to move 30 percent from CI from -- let's say T1, we're going to move 5 million from T1 into residential, you can also then also add any carryover you had from the previous year -- let's say you have another couple million there -- plus you can add your inflation amount.  You can put it all into residential and the Board is approving that today, if they approve your application; isn't that right?

MS. LYNCH:  You could; but the practical aspect of where you'll need the funding for various aspects of the budget, that's -- it would be an extreme example of what could practically happen within a program year.

MR. SHEPHERD:  Now, the efficiency carryover doesn't involve adjusting any targets for the subsequent year, does it?

The whole point of it of it is that it makes it easier for you to meet your targets in the following year, because you were efficient the previous year, right?  That's your reward?

MS. LYNCH:  Yes, as outlined in the framework by the Board, that is the expectation related to that incentive.

MR. SHEPHERD:  I want to turn to targets now and the way we see it, there are three issues.

One is the initial levels you set because you started in -- the 2016 targets are bottom up, right?

MS. LYNCH:  Yes, that's correct.

MR. SHEPHERD:  Okay, and that's already been dealt with by others, and there's a complete record on that.  So I'm not worried about that.

But there are two other issues. One is whether the upper bound is 125 percent or 150 percent, which Mr. Millar talked to you about the other day.  And the second is the annual adjustments for changes in input assumptions. So I want to deal with both of those.  Let's start with the 125 versus 150 percent.

So you've agreed, haven't you, that your $1,110,000,000 CCM target at 100 percent is an appropriate target for 100 percent; you've agreed with that, right?  You said that to Mr. Millar the other day.

MS. LYNCH:  Mr. Shepherd, just to confirm you said the 1.2 billion --


MR. SHEPHERD:  Yes, a billion-one-ten.  Isn't that the number?  Isn't that the CCM number?

MS. LYNCH:  Sorry, could you repeat that?

MR. SHEPHERD:  A billion-one-ten.  Is that not right?

MS. LYNCH:  On the resource acquisition --


MR. SHEPHERD:  Look at page 12 of the material, and I think you'll see it.

MS. LYNCH:  Yes, I see that.

MR. SHEPHERD:  Now, you've said that -- on the next page, page 13, you said by using 125 percent as your upper band instead of 150 percent, as the Board told you to do, that -- if you look at page 13, you say:
"Union has pulled the target and lower band levels upwards making them more difficult to achieve."

If a billion-one-ten is right, then how did you pull that upwards?  Are you saying 925, the number on page 1 at 150, that's actually the right target?  What's the right target?  Forget the upper band; what's the right target?

MS. LYNCH:  The target, as we've proposed it in our plan, is the 100 --


MR. SHEPHERD:  1.1 billion.

MS. LYNCH:  1.1 billion, so that's what we've put forward as our appropriate target in the plan.

MR. SHEPHERD:  So with the budget you've got, that's the appropriate target for you to go for?

MS. LYNCH:  With the budget at 100 percent, that is the target that we've identified in our plan.

MR. SHEPHERD:  Okay.  So no problem with that.  You haven't raised that because of the upper band, have you?  That is what it is, the right number; right?

MS. LYNCH:  We've identified that in our plan as the number of that budget.

MR. SHEPHERD:  All right, so then I want to go to page 15 of our materials, and this is an excerpt from the transcript.  You were asked about this by Mr. DeRose, and you said, and I quote:
"It would not be reasonable to put a 50 percent addition with a 15 percent budget availability."

Do you see that?

MS. LYNCH:  Yes, we were having the discussion about what we've set our target as, what the overspend availability is, so the 15 percent, and the appropriateness of 125 versus 150.

MR. SHEPHERD:  So the Board's policy is 150 percent with a 15 percent overspend, so you're saying the policy is simply wrong; right?

MS. LYNCH:  I'm saying that, based on the plan that we've put together with how we've built our target, that a 25 percent stretch proportional to a 15 percent over-spendability is appropriate.

MR. SHEPHERD:  So hang on a second.  See, there's two different things here.  One is the policy is simply mathematically dumb, which it appears to me is what you're saying, it's not reasonable.  You said it's not reasonable.

And the other is that the policy is fine, but you are a special case where your particular circumstances, this shouldn't apply.  I'm asking you which is it?  And if it's the second, I'm going to ask you to show us how that's true.

MS. LYNCH:  I'm saying that in our assessment doing a -- doing 50 percent more based on our target, and then a 15 percent overspend, would not be proportionate.

MR. SHEPHERD:  Well, no, we know it's not proportionate; that's just math.  But you say it's not reasonable; right?  That's what you said.

MS. LYNCH:  Yes, it is not our expectation that that would be a reasonable stretch.

MR. SHEPHERD:  Okay, but that would be true for any utility, right?  That would be true for Enbridge as well.  It would be true for an electric utility, anybody; right?

MS. LYNCH:  I can't speak for others.  I can say in our assessment of our plan we didn't think it would be reasonable.

MR. SHEPHERD:  What's special about your plan that makes it necessary for the policy not to apply to you?  Is there something unique about your plan that makes it impossible for you to apply this policy?

MS. LUNCH:  Again, I would say we've built our targets bottom-up.  We've demonstrated how we've accumulated to our targets.  Our assessment is that 50 percent more would not be a reasonable stretch with the funding available.  Again, it's looking at what the overall budget available is.

MR. SHEPHERD:  All right.  So aside from that, you have nothing to tell us about how your plan is unique and there -- in the sense that the policy should uniquely not apply to you.  It might be okay for other people, but for you it shouldn't apply.  You have nothing more to tell us about that?  I'm giving you the opportunity to defend the position.

MS. LYNCH:  Again, based on our experience, and the plan as we've put it together at target, we don't see 50 percent as a reasonable stretch.

MR. SHEPHERD:  All right.  I want to turn to the other part of targets, which is you're proposing that if input assumptions are adjusted then targets should be adjusted as well; right?

MS. LYNCH:  As we've outlined, we're suggesting that, for purposes of determining our target, and our achievement against that target, the input assumption should -- the same input assumption should be used.

When new information becomes available, we would then incorporate that into our next year's target and then the subsequent measurement of our achievement.

MR. SHEPHERD:  It was actually a yes-no question.  If you look at page 14 of our material you say in an interrogatory response to GEC:
"Union proposes that updates to input assumptions be applied to targets respectively."

It's not complicated.  That's what you propose; right?

MS. LYNCH:  Correct.

MR. SHEPHERD:  Okay.  I only have two-and-a-half hours, so I wish I could get, like, more precise answers.

Here's my question about this:  How do you know how to adjust for an input assumption?  Do we have a calculation of your target that calculates the target based on input assumptions?

MS. LYNCH:  So in the materials that we have provided we have provided a build-up of our target based on expected -- based on the input assumptions that we've used, the participation levels, every input that's gone into it is included in those spreadsheets.

MR. SHEPHERD:  Okay, can you tell us where that is?  I looked for it and I couldn't find it.  That's why I'm asking.  You can undertake if you like.

[Witness panel confers]

MS. LONG:  Mr. Shepherd, are you going to ask more questions on the spreadsheet, if it's located, or is the undertaking fine at this point --


MR. SHEPHERD:  The undertaking is fine.

MS. LONG:  Mr. Smith?

MR. SMITH:  We'll give -- we will give that undertaking.

MR. MILLAR:  J3.1.
UNDERTAKING NO. J3.1:  UNION TO PROVIDE THE CALCULATION TABLE THAT SHOWS THE TARGET CALCULATION BASED ON INPUT ASSUMPTIONS.

MR. SHEPHERD:  What I'm trying to get at is that if you want to adjust for an input then you have to have a baseline that includes all the inputs, and I'm hoping that what your undertaking is going to show me is a spreadsheet where we could just take an assumption, replace it with a new assumption, and get a new target; is that right?

MS. LYNCH:  Yes.

MR. SHEPHERD:  Awesome.  The reason why you want to do that is that you feel it's unfair if the calculation of your savings is used as a different assumption than the calculation of your target; right?

MS. LYNCH:  Yes.  As I've said, it's -- essentially the inputs have been agreed to that have been used within the plan.  We set the plan out, we then gone and delivered on that plan.  The achievement should be measured on the same basis.

MR. SHEPHERD:  And so this is a uniquely utility-centric approach.  It says this is about us; this is about what's fair to us, but I'm wondering -- and you talked to Mr. DeRose about this yesterday, but I'm wondering whether another way to approach it would be to say -- to look at it from the ratepayer point of view and say:  Well, really, the target is about how much we're getting for our money, and if you change the input assumptions, that doesn't change how we're getting -- what we're getting for the money, does it?

MS. LYNCH:  Well, your implicit assumption there is that the input assumption is going in a negative fashion or that it's going lower, so I don't agree with your position that it's just about us.  It also -- if an input assumption changes in a way that says the savings related to a particular measure or a free-rider rate is different than what we've assumed, that we would then be compensated more.

MR. SHEPHERD:  Your input assumptions over the last ten years have, in about 90 percent of the cases, become stricter rather than higher.  That is, lower savings rather than higher savings; isn't that right?

MS. LYNCH:  I'd say there has been some that are lower.  There are some that would be higher as well.  I mean, we're also moving into new areas with new programs, so there could be other adjustments that we would see as a result of that.  We're also going to be --


MR. SHEPHERD:  That's non-responsive.

MS. LYNCH:  -- more --


MR. SHEPHERD:  Madam Chair, this is not responsive to the question.  The question is a very simple one:  Do you have a lot more changes to the input assumptions that make them lower than higher over the last ten years?  You can undertake if you like.  I mean, we know the answer.

MS. LYNCH:  I'd say direction has been more down, yes, as I said.

MR. SHEPHERD:  Thank you.  I want to talk about the catch-up on the scorecards.

You have -- you have been using for the last three years, and propose to continue, a method whereby if you perform poorly on one area of your scorecard, you can make it up by going over the maximum on another area of your scorecard, right?

MS. LYNCH:  Yes.  It's -- the metrics can over -- be higher or lower, but the scorecard is capped.

MR. SHEPHERD:  So you talked to Ms. Girvan about this yesterday, and I want to take you to a couple of examples and try to understand how this works.

So take a look at page -- where is a good one?  Let's say page 17.  This is your 2012 low-income scorecard.  So you did relatively poorly on multi-family, but you did very well on single-family and as a result, you got your maximum incentive, right?

MS. LYNCH:  Yes, that's correct.

MR. SHEPHERD:  And if you take a look at the next page, the 2013 resource acquisition scorecard, you actually, on deep saving -- on the commercial-industrial deep savings, you were well below the minimum; you weren't even half the minimum.  But because you did well on residential, and because you did well on CCM, you ended up 113 percent of your target, right, even though on 5 percent, you weren't even close?

MS. LYNCH:  Just for clarity, our achievement on deep savings, are you referring to the 8.97 --


MR. SHEPHERD:  Yes.

MS. LYNCH:  -- percent, compared to our lower band of 9.36 percent?

MR. SHEPHERD:  So you got 31 percent of the metric?

MS. LYNCH:  Yes.

MR. SHEPHERD:  Okay.  So the answer to my question is correct, right?  You didn't perform well on CI deep savings, but you still got 113 percent of your incentive because you did well on the other two, right?

In one case, your deep savings residential was above the max?

MS. LYNCH:  It was above the upper band.

MR. SHEPHERD:  And we could see other examples of that throughout, right?  It's -- for example, in 2014, again you did poorly on CI deep savings, but you got your maximum incentive, right?

MS. LYNCH:  In 2014 -- these are pre-audit numbers that are shown here, but yes, there's variation in the metrics.

MR. SHEPHERD:  Well, sorry, I didn't ask whether there is a variation in the metrics.  I asked whether you got 150 percent of your target -- of your incentive -- or you say you qualified for it, even though you were well below the minimum on CI deep savings for the second year in a row, right?

MS. LYNCH:  Again, the lower band there is 8.97 and we achieved 8.84.  So I wouldn't characterize it is a way below.

But I will say that certainly we were successful in our residential market, as it shows.  So we did achieve above in that.

MR. SHEPHERD:  So here's my problem and you've given some examples -- some examples on the next page of draft results as well, which show similar things.  In fact, in one case, you show you were minus 9 percent of your metric.

But here's my problem.  I thought the point of the scorecard approach was to ensure that you worked towards multiple goals.  Isn't that the whole point of it?

MS. LYNCH:  Yes, and I would say that it does do that.

MR. SHEPHERD:  But what this structure does is it requires you, if you are not doing well in one area, to stop focusing on it and focus instead on the area where you're getting the easiest or the best results, right?

Your motivation is to shift focus, to go well above the max on one thing to save yourself from the thing that you are not doing well in; isn't that right?

MS. LYNCH:  Certainly I would say we're always looking to achieve more in areas where we are able to be successful.  But certainly with the metrics, because there can be a negative as it's outlined in this particular scorecard, we wouldn't remove our focus from any metric.

MR. SHEPHERD:  Well, why wouldn't you?  If you are not going to make the amount anyway, and if you are going to get your whole incentive by doing something else, that's what you'd do, right?

MS. LYNCH:  Again, I would say that we would still be focused because we would not want to have a negative impact from one metric.  Yes, to the extent that we are successful, we are going to look to achieve more in the metrics where we are successful.

MR. SHEPHERD:  If you weren't allowed to count, on any of these scorecards, more than 150 percent -- or 125 percent in the case of your proposal -- that would mean you would be forced to put more energy into the things you are doing poorly in, right?  Because you couldn't get your incentive, except by bringing those ones up; true?

MS. LYNCH:  It would certainly limit your ability to achieve from any individual metric.  But it would also mean that there would not be motivations, where opportunities are available, to continue to pursue programs that are successful.

MR. SHEPHERD:  Well, no.  You have the DSMVA, right?  You could still spend more money.

But what I'm looking at is -- for example in low-income; take a look at the 2013 low-income scorecard on page 18.

If you were stopped at 150, if it was not possible for to you count more than 150 percent of your single-family, then your rational response is to put more effort into multi-family, isn't it?

MS. LYNCH:  Yes, although I'd say we're always putting the effort in.  It is just a matter of where the results may come from.  In certain years, certain areas can be more successful; in other years, other areas are successful.

MR. SHEPHERD:  And that's not affected by how much effort you put into it?

MS. LYNCH:  It is, but my point is that we are looking for those opportunities.

MR. SHEPHERD:  But if we are incenting to you chase the single-family because that's the one that's working, doesn't that mean that you are not chasing the multi-family as much?  You only have so many resources, right?  You can only do so much work.

MS. LYNCH:  Again, I would say that it depends on where the opportunities are within a given year.  Certainly we're working with multi-family and single-family in every year.

MR. SHEPHERD:  It sounds like you're saying that, you know, the opportunities are sort of out there and you don't really have any control over this.  You just sort of go where the market tells you to go.  Is that the way it works?

MS. LYNCH:  No, that's not what I'm saying.  What I'm saying is that certainly in some years, there may be more multi-family opportunity just based on the cycle of how projects are identified.  And in other years, it can be that there's more in single-family.

MR. SHEPHERD:  You were unsuccessful on multi-family for both 2012 and 2013.  And in 2014, you were successful, but really that was because you were able to add more buildings, right?  And that's unaudited, as you say?

MS. LYNCH:  Yes, certainly our success grew over the course of the plan.  But again, it was a new program that was ramping-up, so and in some cases it can time for that to really take hold.

MR. SHEPHERD:  It's correct, isn't it, that the point of the incentive, the shareholder incentive, is to influence the utility's actions, right?

MS. LYNCH:  Yes, it's to ensure that we are focused, as I've said, and motivated to meet and exceed our target levels and achieve significant savings.

MR. SHEPHERD:  And the -- you will agree that the structure of the incentive should be designed to ensure that you maximize your compliance with the Board's policies; right?  That you achieve the goal that the Board has set out in the framework?

MS. LYNCH:  Yes, that the scorecards are reflective of what the framework lays out for us.

MR. SHEPHERD:  All right, I want to turn to another area, and that is cost-effectiveness. And I have a couple of questions on this, but I just want to start with the two low-income components that you have TRC ratios of .37 and .44.  One is furnace replacement and one is multi-family.  This is on page 23 of our material.

And I'm trying to understand why you would spend money on something that has a TRC of .37, and it appears to me that -- this is furnace replacement -- it appears to me that people said, Well, we can't afford to upgrade our furnaces, so you said, Okay, well, we'll pay for it.


How is that an appropriate response?

MS. BROOKS:  So I think what we've outlined here is that we've heard over the years from stakeholders in both the social housing and the private market that there is a need for customers to get assistance on their ability to upgrade to a high-efficiency furnace at the time of the change-out, and we are proposing to assist them with the ability to do so.

MR. SHEPHERD:  No, I understand that, so they said, We need more money or we can't pay for the higher-efficiency furnace, but you've calculated the TRC at .37.

Doesn't that tell you this is a bad investment?

MS. BROOKS:  Well, I believe as we stated yesterday we look to ensure that our overall program is meeting our cost-effectiveness threshold, which for low-income is .7, and even with our ability to assist some customers with moving to a high-efficiency furnace, we are still meeting that threshold.

MR. SHEPHERD:  So you can do stuff that is not cost-effective as long as you do enough stuff that is very cost-effective; is that right?

MS. BROOKS:  We are taking an overall balanced approach and ensuring that our overall program is cost-effective, as it was outlined for us.

MR. SHEPHERD:  I'm still asking -- wouldn't your program be more cost-effective if you only did things -- individual components that were cost-effective?

MS. BROOKS:  Yes; however, that would limit the amount of breadth we could have with the program.  As we've stated in our response here, we did not see any further opportunity with the existing measures on the table.  We were looking for ways to assist low-income customers further with their energy needs, and this is an opportunity that we saw was viable.

MR. SHEPHERD:  What's the public benefit or the ratepayer benefit that is being achieved by doing a project -- a program that has a .37 TRC ratio?  Why would we do that?  You wouldn't spend your own money that way.  Why are you spending ratepayer money that way?

[Witness panel confers]

MS. BROOKS:  I think with this market in particular we're always looking at non-energy benefits as well, and we believe that this is an effective way to assist customers.

MR. SHEPHERD:  So what are the non-energy benefits you're getting?  How do --


MS. BROOKS:  So we're providing customers with the ability to access a piece of equipment that we believe they would not be able to access without our assistance.

MR. SHEPHERD:  Yeah, no, that sounds like charity.  This is not a charity program.  This is supposed to be an energy-efficiency program.

MS. BROOKS:  Yes, I would agree that this is an energy-efficiency program, but there are also social benefits that we look at as well, in particular for this customer base, which why is we have a lower TRC threshold for this segment in particular.

MR. SHEPHERD:  I want to -- still on the theme of cost-effectiveness, could you turn to page 24 of our materials.  We asked, when you do a custom project, do you ensure that it's got a positive TRC, and your answer is no.  Help us out with that.


MR. GOULDEN:  Yes, our answer -- yes, our answer was no in our response to the IR you are referencing.  We don't calculate, and we are not required to screen, on a per project basis.  We are required to screen on an overall basis.


And as I identified and explained at the technical conference, Mr. Shepherd, why those kinds of projects may occur is because there's lots of potential other reasons that are not necessarily directly related to energy, when the calculation is made, although we don't make the calculation on an individual project basis.

MR. SHEPHERD:  So we talked to you about this in the technical conference, and so if you don't make the calculation, how do you know?

MR. GOULDEN:  How do we know what?

MR. SHEPHERD:  How do you know that it's a good idea to do the project if you don't do the calculation to see what the cost-benefit ratio is?

MR. GOULDEN:  We use our judgement with regards to what is an appropriate project or not.  There's lots of projects that we undertake whereby if you do the calculation on an individual project basis it won't necessarily screen as being positive for a specific project, but that's because, in terms of the sophistication of the calculation we make, Mr. Shepherd, it's -- at this time we just identify energy-related costs and energy-related benefits.  It's more complicated than that.

MR. SHEPHERD:  So I wonder if you could turn to page 28.  And this is a list of some of your CI projects from 2013.  Is this 2013 or 20 -- yeah, 2013.

Take a look at the one, "2013 COM O240 pipe insulation"; do you see that?

MR. GOULDEN:  Yes, I see that.

MR. SHEPHERD:  So that has a negative incremental cost, right -- sorry, that's a negative TRC; right?  You've got more energy cost than you have energy savings in the project; right?

MR. GOULDEN:  It appears that's the case, yes.

MR. SHEPHERD:  Why would you write them a $10,000 cheque with ratepayer money?  Why was that a good idea?  Is this judgment?

MR. GOULDEN:  I can't speak for that specific project, but it appears that the electricity costs are much more significant than might have been anticipated, so I can't say why that particular project might have gone ahead.

MR. SHEPHERD:  Well, and so I guess -- and I'm not really trying to pick on that particular project; I'm really trying to get to the general concept.  You're spending ratepayer money; right?

MR. GOULDEN:  Yes, we are.

MR. SHEPHERD:  So I don't understand why you would give an industrial or commercial customer ratepayer money to do something that was not cost-effective on the calculation that the Board has stipulated.


MR. GOULDEN:  As I explained earlier, we don't screen or we don't make calculations on an individual project basis, Mr. Shepherd.  We do it on a portfolio basis, as required.

MR. SHEPHERD:  Yeah, I understand that, and I'm asking why would you spend money on something that is not cost-effective?  Why?

MR. GOULDEN:  As I explained at the technical conference, we -- the cost-effectiveness test that you are referring to we don't necessarily do on a project-specific basis because, with regards to the cost-effectiveness, the simple approach is simply to look at the energy costs and the energy savings.  It is more complicated than that.  So we don't screen on that basis.  We don't consider that on a project-specific basis.

MR. SHEPHERD:  Do you -- you have salespeople that go out and talk to the individual customer, right, customer-relationship managers that go out and talk to individual customers about custom projects; right?

MR. GOULDEN:  Yes, we do.

MR. SHEPHERD:  So when they go out and talk to the customers, are they instructed to do an analysis to make sure that each project that they're funding has a positive net benefit?

MR. GOULDEN:  No, they don't do a project-specific TRC test.

MR. SHEPHERD:  I didn't ask about TRC now, I asked about positive net benefit.  You said they use engineering judgment, so are they instructed to go out and say:  Don't give anybody any money.  Don't spend any ratepayer money unless a project is a good idea and you can do the analysis to show it's a good idea.

Are they instructed to do that?

MR. GOULDEN:  They would certainly do what they say in their judgment are viable projects from a customer perspective as well.  It's got to make sense for the customer as well.

MR. SHEPHERD:  So a net positive benefit.  Remember, ratepayer money means there has to be a benefit, right?  We're not spending our money for fun?

MR. GOULDEN:  They use their judgment with regards to whether a project has a benefit from the perspective of DSM and from the perspective of the customer, yes.

MR. SHEPHERD:  Let me move to a related area, and that is free riders and payback periods.

We asked you -- actually, Board Staff asked you, and I think Mr. Millar was talking about this the other day as well.

When you are doing a custom project, or when you are doing any project for that matter, do you consider payback or return on investment as a way of testing whether you should support the project?  Your answer is no, right?

MR. GOULDEN:  I believe my answer is we don't consider payback only, that's correct.

MR. SHEPHERD:  Okay, sorry.  On page 25:
"Union did not consider payback period or ROI as an eligibility criteria for program offerings."

Is that correct or not?

MR. GOULDEN:  In the design of our program, no, we did not specifically include those only.

MR. SHEPHERD:  And for individual customer projects, you also don't do a payback screen for payback or for ROI, right?

MR. GOULDEN:  No, we don't.

MR. SHEPHERD:  Okay.  So I wonder if you could turn to page 28 of our material again.  This table -- this is now a table of, I guess, low-income customer projects, right?

MR. GOULDEN:  That's correct.

MR. SHEPHERD:  From 2013.  So we've got -- the simple payback figures here are in years, right?

MR. GOULDEN:  Yes.

MR. SHEPHERD:  So you've got a project that has a 436-year payback and a 295-year payback.  I'm assuming that those projects weren't done because they were a good idea from an investment point of view; is that right?

They might have had other good reasons, but investment wasn't one of them; the dollars don't work.

MR. GOULDEN:  I can't speak to the investment considerations of the low-income group.

MR. SHEPHERD:  Here's what I'm wondering about.  If you have something with a 436-year payback, what on earth benefit is there for you giving them an incentive?  You are going to change their payback from 485 years to 436 years?  How is that going to make a difference?

MR. GOULDEN:  My understanding is that the projects would not have incurred without the incentives, and the reason that those types of project are of significant interest to our low-income customers is because it's also about occupant comfort.  In fact, that's perhaps one of the primary reasons that they go forward with those projects.

MR. SHEPHERD:  Okay, and I understand that.  And so my question is: If they're doing it for occupant comfort, then how would your $5,000 cheque, or $10,000 cheque in the other case, how would that make a difference if the payback is, in any case, going to be 400-odd years?

They are not doing it for energy savings, right?  Their energy savings on that project are $278 a year.

[Witness panel confers]

MS. BROOKS:  So I think what Mr. Goulden was speaking to -- I'll use the window project as an example, which we agree have a long payback period.  This is something that we've been hearing from our social housing providers.

When it comes to comfort, even in discussion with Mr. Gardner a few days ago, comfort is a key consideration when we're going forward with projects.

I can't say for a hundred percent fact on any of these particular programs.  But in-house tenants may be complaining about comfort and draftiness issues within their units, and that would be another driving objective of why we would put the project forward.

MR. SHEPHERD:  Well, no, you didn't put these projects forward, now, did you?  The social service agencies put these forward, and you simply wrote a cheque for them, right?

You don't go and analyze their comfort issues, do you?  They do.

MS. BROOKS:  We work very closing with our social housing providers, particularly the municipalities.  We have an extensive account management approach with them.

So we work closely with the providers to understand what their needs are, and through those discussions, projects are identified.

MR. SHEPHERD:  So where this O239 windows project, for example, which saves 6,000 m-cubeds per year in a multi-family building, if that -- sorry, am I reading the right line?  Yes.

That project -- tell me that this is what actually happened, confirm that this is what actually happened.  The owner of the building, the social service agency, said we have a comfort problem in this building and we want to replace some windows, can you give us any money for it.  And you said yes, we'll give you $17,800 of ratepayer money to help you do this project.

Isn't that what actually happened?

MS. BROOKS:  I can't confirm what happened with an actual project.  As I mentioned before, we have worked extensively with municipal housing providers, and the amount of projects that we have seen over the years have increased significantly due to our account management approach.

How this particular project came to light, I can't speak to the specifics of that.

MR. SHEPHERD:  Yeah, there is a theme here, which I'm going to hit again and again, and that is that most of these projects and all of your shareholder incentive, every dime, come because your customers say we are going to do something, or in some cases, we have done something, can you give us a cheque.  And you say yes.  Is that not correct?

MS. BROOKS:  I don't believe that to be correct, no, because capital is a challenge for housing providers, which is why we're at the table with them, to help them move forward with projects.

MR. SHEPHERD:  Well, you are not helping them much with $17,800 on a $386,000 project that's comfort-driven.  It is not even about energy, are you?

MS. BROOKS:  As I mentioned, there is a variety of factors that we look at, particularly with the low-income segment, that drive projects and their needs.

MR. SHEPHERD:  Let's look at the commercial-industrial custom projects on page 30 of our materials.

So five of these projects have a payback of less than a year.  In one case two months, in another case three months, in another case one month.

Why are those not free riders?

MR. GOULDEN:  Because they wouldn't have gone ahead without our funding being available.

MR. SHEPHERD:  How do you know that?

MR. GOULDEN:  Because we engage in a relationship with the customer to determine that.

MR. SHEPHERD:  Take a look at 0455 on line 8.  So this customer spent half a million dollars to get annual savings of $1.2 million.

You are saying they needed your help to do that?

MR. GOULDEN:  Yes.

MR. SHEPHERD:  And similarly on 0185, which is line 10, the space heating was improved.  They spent $83,000.  You paid for half of it to get $351,000 of savings.

They couldn't do that on their own?  They needed your $40,000, or they wouldn't do it?

MR. GOULDEN:  I think the part that maybe I haven't explained very well, Mr. Shepherd, is they also need our assistance to identify opportunities.

Customers are typically -- many customers are not in the business of seeking energy efficiency.  They're in the business of producing widgets, or running their facility.

So in fact, they wouldn't spend the money, because they haven't identified the project.


They are also budget- and capital-constrained like many of us are.  So they don't necessarily have the funds that are available, even though it looks like a really darn good project.

MR. SHEPHERD:   I don't understand.  If what they're getting is your technical expertise, why would you write them cheques?

MR. GOULDEN:  That's part of the package of services we provide to those customers.

MR. SHEPHERD:  Would they not --


MR. GOULDEN:  Likewise, the cheques that we write them allow them to potentially influence their own senior management to go forward with these projects, because even though from your perspective they'd look like a very low payback project, that doesn't necessarily mean that'll hit the priority with regards to the operational considerations in any particular plant or facility, so it won't happen without our involvement.

MR. SHEPHERD:  Is this a full list of your 2013 CI projects?  Custom projects?

MR. GOULDEN:  No, it's not.

MR. SHEPHERD:  Okay, well --


MS. LONG:  Just along that point, sorry, Mr. Shepherd, with respect to the low-income projects on page 28 that Mr. Shepherd took you through, are those 11 projects -- all the projects that are undertaken in this category in 2013 for low-income, or is this a subset?

MR. GOULDEN:  Madam Chair, I believe the example that's been used is actually cited from a past case, and these might actually be the projects that were audited in a particular year, and we can undertake to provide that.  They are certainly a subset of a total number of projects, and they were intended to -- we provided them in this interrogatory response to be illustrative of the type of projects, but they are a subset, and I believe they were the ones that were audited.

MS. LONG:  Okay, so I'd like the total number of projects for low-income.

MR. SMITH:  I'll give that undertaking, Madam Chair.

MR. MILLAR:  That'll be J3.2.  And is that for 2013, Madam Chair?

MS. LONG:  '13.

MR. MILLAR:  Thank you.
UNDERTAKING NO. J3.2:  UNION TO PROVIDE THE TOTAL NUMBER OF low-income PROJECTS in 2013.

MS. LONG:  Sorry, Mr. Shepherd.

MR. SHEPHERD:  That's okay.  So then I'd like you to turn -- you'll agree, won't you, that the average payback for your CI projects, custom projects, on this list on page 30 is about six years?

MR. GOULDEN:  Subject to check.  I haven't done the math.

MR. SHEPHERD:  And you'll agree, won't you, that you brought it down with your incentives on average to four years, just over four years?  I'm happy for you to do an undertaking if you want.  It's just -- I'm trying to get a sense of the general area, general size.

MR. GOULDEN:  I can undertake to do that, Mr. Shepherd.

MR. SHEPHERD:  Thank you.

MR. MILLAR:  That's J3.3.
UNDERTAKING NO. J3.3:  UNION TO ADVISE WHETHER RE:  THE AVERAGE PAYBACK FOR CUSTOM PROJECTS ON THIS LIST ON PAGE 30 IF IT IS TRUE THAT THEY BROUGHT IT DOWN WITH THEIR INCENTIVES ON AVERAGE TO FOUR YEARS, JUST OVER FOUR YEARS.

MR. SHEPHERD:  Now I'd like you to turn to page 32, and this is large-volume custom projects for 2013.

You're still doing large-volume projects; right?  You are just only doing them for T1 now and 100, but you are not doing them for T2 any more, right?

MR. GOULDEN:  No, we are doing them for T1, T2, and rate 100 through the end of this year.

MR. SHEPHERD:  Oh, okay.

MR. GOULDEN:  Starting in 2016 we would propose to continue doing it for T1 going forward.

MR. SHEPHERD:  So I'm looking at these, and I'm going to ask you to confirm that the average payback of these projects is ten months.  Does that look about right to you?

MR. GOULDEN:  Subject to check, yes.

MR. SHEPHERD:  And so -- and many of them -- I mean, you've got ones here that are less than two weeks, paybacks of less than two weeks, and you wrote cheques.  You've got one here, you wrote a cheque for $170,000 for ten months.  A ten-month payback.

I don't understand why you would do that.  These people are obviously free riders; right?  They are going to do this anyway.  These are big customers; they're not stupid.

MR. GOULDEN:  As I explained previously, no, they are not free riders, Mr. Ryder (sic), they won't do this without our assistance.  With regards to lots of our large industrial customers which you are referring to on this spreadsheet, they are capital- and budget-constrained.  They also, in many cases, don't have an energy-efficiency person who has a lot of time to necessarily seek out projects.

Additionally, they are time- and operational-constrained with regards to when they have the ability to do these projects, so for example, the reference you are making to line 1 --


MR. SHEPHERD:  Yes.

MR. GOULDEN:  -- that project can only occur when there is a plant shutdown.  When there is a plant shutdown there is a hundred things to do and there is time to do 50 of them, so the only way it happens is actually to be made a priority.

Part of what we do by providing our influence with those customers is to support them internally with regards to making it a priority.  Additionally, the funding we provide, albeit perhaps a small amount of a large project, is in fact what allows those customers to persuade their senior managers that in fact it is a significant priority and they should go ahead with the project.

MR. SHEPHERD:  These are large-volume customers, right?  What are their annual bills?  They're millions of dollars, right?  Their annual gas bills are millions of dollars; right?

MR. GOULDEN:  They're big, yes.

MR. SHEPHERD:  In millions; is that right?

MR. GOULDEN:  Some of them are certainly millions.  I can't say they're all millions.

MR. SHEPHERD:  These are customers like Dow and Dupont and Ford and people like that, right?

MR. GOULDEN:  We wish they were all still customers, but, yeah, they are big sophisticated customers.

MR. SHEPHERD:  Ha.  And what I'm trying to understand is, because they are big sophisticated customers, and particularly some of them are multinationals, they have whole offices that deal with managing costs like energy; right?

MR. GOULDEN:  Some of them do, and woefully, some of them don't.  Some of them don't have a single person in the plant that's directly accountable for energy management.

MR. SHEPHERD:  That's true, but the ones that are multinationals -- of which that is many of them, right?  They are local plants of multinational, many of them are.  Is that true?

MR. GOULDEN:  Some of them have energy management teams.  Many of those energy management teams are at head office, so they don't necessarily reside within the plant, so again, to my explanation, while they're very large and sophisticated in the product that they produce, they are not, unfortunately, necessarily very sophisticated with regards to energy in all cases.

MR. SHEPHERD:  That seems strange.  If they have a multi-million-dollar energy bill, you would think that since their business is managing costs, that they would manage that cost; you're saying they don't?

MR. GOULDEN:  I said that they have challenges at the local plant level with managing their costs, yes, that is the case.

MR. SHEPHERD:  So the total gas savings for this large-volume pile that has a less than one year payback, you gave them a total of $780,000 of ratepayer money for this; right?

MR. GOULDEN:  That's correct.

MR. SHEPHERD:  Okay.  And this, by the way, is this all of your large-volume projects or is this just a subset as with the other ones?

MR. GOULDEN:  As I explained a short time ago, I believe this is the list of projects that were audited perhaps in 2013, so this is a representative list.

MR. SHEPHERD:  Well, but okay, these are large volumes, so isn't this the full set?  Because isn't large volume selected at 100 percent?

MR. GOULDEN:  No.

MR. SHEPHERD:  Okay.  So anyway, these ones, you gave them $780,000 for 91 million cubic metres annual savings; right?

MR. GOULDEN:  That's correct.

MR. SHEPHERD:  So from a CCM point of view, that's like a billion; right?  It has got to be at least ten-year average life; right?

MR. GOULDEN:  Yes, and I believe CCM is cumulative cubic metres, Mr. Shepherd.

MR. SHEPHERD:  Yes, so that's -- so it's probably -- because it is not on here, right, the CCM isn't on here, but it is probably a billion cubic metres, right, or more?

MR. GOULDEN:  Some number like that.

MR. SHEPHERD:  All right, so the reason I'm asking that is, can you turn to -- now I've got to find the page reference -- you have a reference somewhere which is in our materials here to your average incentive per CCM.  Oh, I know where it is.  It's back on page -- sorry, it's back on page 12; do you see that?

So your -- when you save 100 CCM you get somewhere -- on the proposed levels, which are actually lower than the current levels, you get somewhere between $1.73 and $1.30 at the 150 structure, right, for every hundred?

MR. GOULDEN:  I think you are -- if you are referring to table 3, Mr. Shepherd, that's looking forward in 2016, when there wouldn't be a large volume program.  But yes, those are the numbers.

MR. SHEPHERD:  Here's why I ask that, because if we've got a billion CCM, that looks to me like that billion right there is 100 percent of your incentive.  If you didn't get that, you would get zero incentive; is that right?

MR. GOULDEN:  No, that's not correct.

MR. SHEPHERD:  Okay.  Why not?

MR. GOULDEN:  The reference you're making with regards to the table we just went through is with respect to our large volume program.  Our large volume program currently includes our rate T1 customers, as well as our T2 rate 100 under our direct access program.  We have a separate scorecard for them.  So that is in effect in 2015, but it is not in effect in 2016.

MR. SHEPHERD:  Here's what I'm going to ask you.  I'm going to ask you to undertake to advise how much would your incentive for 2013 have been reduced in dollars, if the large volume projects under one year payback had been excluded.


Just do the math.  Exclude those projects, recalculate your incentive, and see what the dollars are.  Can you do that, please?

MR. GOULDEN:  Sorry, Mr. Shepherd, just to clarify, so you are suggesting with regards to the 2013 projects --


MR. SHEPHERD:  Yes, because that's where we have the data from.  So take a look at this list, exclude all the ones that are one year and less, recalculate your incentive, and tell us what the difference is.

MR. GOULDEN:  The only challenge we may have in going forward with that calculation, Mr. Shepherd, is many of those projects -- many of those projects are for direct access customers.

So we need to figure out how we deal with the direct access budget that those customers have and put to those projects, based on their existing energy management plans.

These projects were actually part of those customers' energy management plans, so I'm not really sure how we would deal with that issue, although we can --


MR. SHEPHERD:  All I'm asking is, if you don't get an incentive for the ones where they were less than a year, what would your incentive have been?

What I want to do is I want to compare it to what you gave the customers, because you gave the customers $780,000.  If that $780,000 got you five million, that's something that matters.  We saw that that happened one year in the past; right?

MS. LONG:  Mr. Shepherd, are you asking with respect of the chart on page 32, so the calculation would be done on the basis of the 23 projects that were listed?

I think, Mr. Goulden, you said this was not a complete list?

MR. SHEPHERD:  I'm happy with just this list.

MS. LONG:  You are happy with just this, just to clarify, okay.  So you would be basing it on the projects listed on page 32 of the SEC compendium.

MR. SMITH:  And just in considering that undertaking, Madam Chair, I'd just like some guidance from Mr. Shepherd on how exactly that's relevant.

MR. SHEPHERD:  Because if the ratepayer money that's being spent on these projects, that are of doubtful value from a policy point of view, is not $780,000 but $5 million, that may matter to the Board.

If the utility's incentive is what's driving these, and not energy savings, that may be relevant to the Board.

MR. SMITH:  In this proceeding?

MR. SHEPHERD:  Exactly, because it's proposed that going forward a similar approach is taken.

MR. SMITH:  So the relevance of the question is with respect to going forward; that's what you're saying?

MR. SHEPHERD:  Of course.  We're not doing a review of the past audits; that's been done.

MR. GOULDEN:  Just in terms of maybe contextualizing your undertaking response, Mr. Shepherd, which we can do.  There is a couple of ways this will impact, because again, they are direct access customers.

So we'll sort of -- we'll figure that out and we'll provide some explanation of that so it's a little bit more clear.  Again, there are a few levers that it affects, and we want to be clear with regards to impacts.

MR. SHEPHERD:  That would be helpful.  Thank you.

MR. MILLAR:  J3.4.
UNDERTAKING NO. J3.4:  with reference to projects listed on page 32 of exhibit K2.4, UNION to advise the amount the 2013 incentive would have been reduced in dollars if the large volume projects with less than one year payback had been excluded

MR. SHEPHERD:  Just still on this question of short paybacks, we have a list of prescriptive paybacks in your response to Staff 17, which is at pages 33 and 34 of our materials.

Here's what I don't understand.  You have, for example, Energy Star steam cookers have six-month payback, and you're buying it back to four months.  You need to buy it back to four months for a restaurant to buy an Energy Star steam cooker?

MS. BROOKS:  So I think, similar to Mr. Goulden's points regarding CI custom programs, there are other factors why customers make decisions other than payback periods.

MR. SHEPHERD:  So then buying down the payback period isn't going to be relevant to them, right?

MS. BROOKS:  Sorry, it's not relevant?

MR. SHEPHERD:  Why would it matter?  If they are doing it for some other reason, if it's not the economics that are driving them, then why does your cheque matter?

MS. BROOKS:  There are various reasons why customers go forward with a project, one of them being payback periods.  I'm just simply stating that it is not the only decision-making factor for customers.

MR. SHEPHERD:  I understand.  But why would those other decision-making factors be affected by your cheque?  The cheque is about the economics, right?

I understand you might provide technical assistance; I get that.  You might bring up to them the idea that Energy Star is a really good idea.  I'm asking about the cheque you're writing.

MS. BROOKS:  I believe, as Mr. Goulden also stated, this is a comprehensive approach.  We talk to customers, identify projects.  Part of our offering is an incentive-based program, and if a project is identified for various factors, we provide the customers with the set incentive.

MR. SHEPHERD:  It sounds like you're saying that they won't talk to us unless we have a cheque; is that right?

MS. BROOKS:  I don't think that's what I'm saying, no.

MR. SHEPHERD:  Okay, so help me understand.  How is the cheque relevant to whether you can advise them that they can pay back their Energy Star steam cooker in six months of savings?  Why do you need to write a cheque, too?

MS. BROOKS:  Because in many instances, the cheque is influencing the project.

MR. SHEPHERD:  The economics are already good.  Why would it matter?

MS. BROOKS:  I think Mr. Goulden has already stated that in many instances, even a small portion of that incremental cost can influence the project to go forward.  I can't speak specifically to this technology and the needs of the customers around it.

MR. SHEPHERD:  Mr. Goulden, I'm going to ask you about strategic energy management, because you say that for strategic energy management, you do screen out free riders; right?

MR. GOULDEN:  I think what I said is we plan on screening out those that are already prepared -- those that are already planning to participate energy management programs, such as ISO 50001, yes.

We haven't implemented the program yet, Mr. Shepherd; that's going to be in 2016.

MR. SHEPHERD:  I understand.  So you're proposing to the Board that one of the restrictions on the SEM project is going to be that anybody who is already proceeding in a SEM direction doesn't qualify.  Is that right?

MR. GOULDEN:  Yes, that's correct.

MR. SHEPHERD:  Okay.  So if the Board's order says that, that would be what you're asking for?

MR. GOULDEN:  I thought I understood until you asked me the second question.  Could you maybe provide me with some --


MR. SHEPHERD:  If it's a condition that the money you spent on SEM cannot go to customers that are already engaged in strategic energy management, you're okay with that, that's good?

MR. GOULDEN:  Yes.

MR. SHEPHERD:  Excellent.  I'm going to --


MS. LONG:  Are you moving on to a new area, Mr. Shepherd?

MR. SHEPHERD:  I am just finishing this one, and I'm just trying to make sure that I've got everything.

Now, that -- what you're talking about there for SEM, is that true of -- or going forward, is that condition, that is that customers be screened out if they're obviously free riders, is that a condition that should apply to all of your -- of what you're doing?

MR. GOULDEN:  I think it's what we do already, Mr. Shepherd.

MR. SHEPHERD:  Well, so we asked about that, and you said you didn't screen out free riders, but -- except in SEM, and I just asked you earlier about that, too.  And you said no.  I don't understand.  Do you screen out free riders right now or not?

MR. GOULDEN:  On an individual project basis, custom project basis, we identify obvious free riders and don't offer an incentive to those customers.

MR. SHEPHERD:  So you never go into a facility -- your salespeople never go into a facility and say, What energy-efficiency stuff have you done this year?  We can write you a cheque.  That never happens, because I'm going to tell you that on the record in a previous proceeding we have Union admitting that that happens sometimes.

MR. GOULDEN:  I think you're mixing things up, at least for me, Mr. Ryder -- Mr. Ryder -- Mr. Shepherd.

With regards to my explanation of free rider, what I intended -- what I meant in my comment with regards to free riders and obvious free riders, for those projects where there is an operational imperative to do an energy-savings program or where there's an obvious safety issue or there's a leak, then we're not going to do those projects, because they would happen otherwise.  Other than that we use our judgment with regards to whether the project would or wouldn't have occurred without Union's involvement.

MR. SHEPHERD:  You'd incent a whole lot of steam leaks, right?  Repairing steam leaks is a big part of your incentives; right?

MR. GOULDEN:  Currently we do that, yes.

MR. SHEPHERD:  So don't companies have to repair steam leaks?

MR. GOULDEN:  We all have to clean our basement as well, Mr. Shepherd, but it doesn't mean we get to it, so lots of companies in lots of situations have a steam leak that is not in a situation where there is human health at risk or there is a lot of steam gushing out and they don't get to it without the involvement of our programs.

MR. SHEPHERD:  In a previous proceeding -- and I don't have the stuff with me, but in a previous proceeding the Board looked at things like steam-leak repairs and commented that you should be not -- you should not be incenting projects like the ones they saw in that proceeding; do you recall that?

MR. GOULDEN:  No, I'm sorry, I don't.

MR. SHEPHERD:  Okay, well, we'll file that on the record then.

And that's the end of that subject, Madam Chair, if you want to -- escape.

MS. LONG:  Yes.  Why don't we take our morning break, and we'll be back at 11:15.
--- Recess taken at 10:53 a.m.

--- On resuming at 11:19 a.m.

MS. LONG:  Mr. Shepherd?

MR. SHEPHERD:  Thank you, Madam Chair.  Just for anybody who is listening and wants to time-check, I am going to try to keep to the hour I have left.

I had one area that I was going to ask questions about, which is evaluation proposals.  But I understand the Board's evaluation framework may be imminent and, if that's the case, it's probably better that I don't waste the Board's time on that.

MS. LONG:  Mr. Millar, do you have anything to say about that?

MR. MILLAR:  Very briefly, Madam Chair.  Mr. Shepherd is correct.  The Board will be issuing some more guidance on this topic imminently, as early as today.

There is a letter that's being prepared and should be issued shortly.  Since that is not finalized, I can't discuss any of the details.

But Mr. Shepherd is correct; there is direction coming on this point.

MR. SHEPHERD:  Thank you.  So I won't waste the Board's time on that subject area.

I want to turn to some specific programs and ask a little bit about them, and I want to talk start with the CI prescriptive rebate program.  You'll see that you've described that a little bit on page 44 and subsequent in our materials.

This is a program where you have a list of gear, if you like, that customers can install and, if they install them, you'll give them an incentive, right?

MS. BROOKS:  That's correct.

MR. SHEPHERD:  And you advertise this through mail-outs and through contacts with contractors, manufacturers, and advisors, people like that; right?

MS. BROOKS:  Yes, we have a comprehensive approach to market with different ways of reaching out to customers.

MS. LONG:  For example, when organizations are at their annual conferences and trade shows, you often have a booth there talking about this sort of thing, right? Restaurants, for example, things like that?

MS. BROOKS:  Yes, I believe trade shows is one of the areas in which we promote the program.

MR. SHEPHERD:  All right.  And the list, in fact, is on page 46.

Is this the whole list, or is this just the list of the biggies?  If it's confusing to you, if look on the next page, the expanded list for 2016 to 2020 is included.  That has more things on it, right?

MS. BROOKS:  Subject to check, I believe this is a full list for 2014 to 2020.  However, as you're aware, some of our measures are quasi-prescriptive, so this is a rolled out version of that.

MR. SHEPHERD:  Quasi-prescriptive being -- as part of, for example, a custom project, you would have a piece of gear that you calculate the incentive that you provide, right, based on certain parameters?

MS. BROOKS:  Quasi-prescriptive being that certain measures we have bucketed into different sizes.  So we have different incentive levels based on the size of the equipment.

MR. SHEPHERD:  Okay.  I see that the big three in CI prescriptive are condensing boilers, energy recovery ventilators, and infrared heating units on which you've had quite a bit of success over the last three years, and you are projecting continued success going forward; right?

These are the easy questions.  The hard questions are coming.

MS. BROOKS:  Sorry, I'm just trying to find your reference.

MR. SHEPHERD:  On page 46, you'll see there is the list of how you've done.  There are three that obviously stand out: condensing boilers, energy recovery ventilators, and infrared heating units.

MS. BROOKS:  Yes, I would agree that we've been successful in the past.  I was just simply looking at our 2016 to 2020 chart, to ensure that there is consistency in our outlook.

MR. SHEPHERD:  In fact, in the 2015 to 2020 chart on page 49, you will see that those are three of the four top ones.  But you've added a new one, front-loading clothes washers, which is also right up there at 600 units a year, right?

In terms of numbers of units, those are -- the three biggies will continue plus one more, right?

MS. BROOKS:  I would agree, from a unit perspective.

MR. SHEPHERD:  Okay, we're going to come to savings in a second.

So if you look at page 46 again, those three that you're talking about, I calculate that over the three years you got 478 million m-cubed -- CCM from those three alone.

Is that right?  Will you accept that number, subject to check?  I just added the nine figures up.

MS. BROOKS:  Yes, subject to check.

MR. SHEPHERD:  And am I right that in the ballpark, that meant you got a shareholder incentive for that in the order of 6 million?  I just used $1.30.

Am I in sort of a bigger than a breadbox area of the number?

MS. BROOKS:  Sorry, can you restate that statement?

MR. SHEPHERD:  Sure, 478 million CCM was worth about 6 million in shareholder incentives, give or take.

MS. BROOKS:  I can't confirm that right now.

MR. SHEPHERD:  That's fine.  If you look at page 47, I'm taking a look at the incentives that you offered in the last three years, and then what you're proposing for the next five years.

And for condensing boilers, by far your biggest area in CI prescriptive, you are keeping the incentives at the same level, is that right?

MS. BROOKS:  That's correct.

MR. SHEPHERD:  Now, this has the same range, 600 to 4,500.  But are you expecting the same average incentive as well over the next five years?

MS. BROOKS:  We would have done confirm that for you.

MR. SHEPHERD:  What I'm asking is have you adjusted the incentive levels through the range, so that you would expect to pay more?  Or have you kept the levels the same, so if you have similar volumes you get similar cost?  Which is it?

MS. BROOKS:  I would need to confirm, but my understanding is that the incentive levels have stayed the same.

MR. SHEPHERD:  Awesome.  You don't need to undertake, then.  That's enough for me.

Now, with respect to energy recovery ventilators and infrared heating units, however, you have increased the incentives, or you are proposing to increase the incentives.

So ERVs in the last three years were $600 to $1,500, and you are proposing to bump that up to $1,000 to $2,500, right?

MS. BROOKS:  That's correct.

MR. SHEPHERD:  And I'm looking at the result for  ERVs, and I'm seeing that you got 528 in 2014 and you are only moving it up to 650, 675 over the next five years.  That big jump in the incentive is going to drive that additional participation?  Is that what you're doing?

MS. BROOKS:  Yes, that's correct.

MR. SHEPHERD:  Then with respect to infrared heating units, these are units that preheat air in the system -- in a heating system, is that right?  Can I tell us what infrared heating units are?

MR. GOULDEN:  An infrared heating unit is generally available for space heating, Mr. Shepherd.  So rather than heating the whole space, you would heat the part that the infrared unit sees.

So it might be installed in the -- at the ceiling in a building, in a garage, and the mechanic and the tools would be warm, but it wouldn't heat all of the space in addition.

MR. SHEPHERD:  So, that's an electric technology.  That's not a gas technology.

MR. GOULDEN:  Well, that's also a gas technology.

MR. SHEPHERD:  Oh, it's a gas technology?

MR. GOULDEN:  Yes.

MR. SHEPHERD:  The infrared rays are driven by gas fire?

MR. GOULDEN:  Yes.

MR. SHEPHERD:  Excellent.  So you've increased that from 300 to a range of 300 to 400.  Is that because you've added larger units, or because you are actually planning to pay more for the same thing?

[Witness panel confers]

MR. SHEPHERD:  I'm happy to take an undertaking for this.  I don't really want to waste the Board's time --


MS. BROOKS:  Sorry, I'm just -- there's a lot of different charts you keep referencing back and forth to, so I'm just trying to reconcile your statements here.

MR. SMITH:  We can give that undertaking, Mr. Shepherd.

MR. SHEPHERD:  Sorry?

MR. SMITH:  We can give that undertaking, Mr. Shepherd.

MR. SHEPHERD:  Okay.  I just want to know -- you look at page 47, you see that the current incentive level for infrared heating units is 300.  You are proposing to increase it to a range of 300 to 400.  I'm asking, is that because you are adding new qualified units or because you're actually going to pay more for similar units?

MR. SMITH:  We understand.

MR. MILLAR:  J3.5.
UNDERTAKING NO. J3.5:  UNION TO ADVISE WHETHER THE RANGE OF INCENTIVE LEVEL FOR INFRARED HEATING UNITS IS INCREASED TO 300 TO 400 BECAUSE NEW QUALIFIED UNITS ARE BEING ADDED OR BECAUSE MORE WILL BE PAID FOR SIMILAR UNITS.

MR. SHEPHERD:  Right.  I am conscious that I have only so much time, and I don't want to waste it on dead time.

Here's the reason I'm asking about these things.  You're proposing to -- if you look at take a look at page 49, you are expecting on those three to increase your savings on those by about 10 percent, the three big ones, you are proposing to increase them by about 10 percent.  I'm just going to ask you to accept that subject to check.  You can do the math.

And I'm concerned that you're increasing your incentives, and it looks like, from an outside observer, you are just throwing money at it rather than taking other actions to improve your participation.

Like for example, on infrared heating units you're basically proposing to get back up to your 2013 level by spending more money.  And I'm trying to understand why that's a good strategy.

MS. BROOKS:  So I can't provide you with the specifics at the measure level, but I can give you an understanding of our overall approach, in terms of how we set our incentives.

MR. SHEPHERD:  That would be helpful.

MS. BROOKS:  So this is at Exhibit A, tab 3, appendix A, page 28 of 118.  So if you just move down the screen a bit.

So as we've outlined here, there are various factors that fed into the incentive levels.  We looked at the overall m-cubed savings.  We looked at the incremental and the total cost of the equipment.  We looked at the EUL, so the equipment useful life.  We looked on the return on investment.  We also had various discussions with our account managers, which we do on a regular basis to understand customers' needs, and we also looked directionally at other jurisdictions to see what type of incentive levels they were given per unit.

MR. SHEPHERD:  So here's what I don't understand.  I read this stuff, and you haven't done -- you haven't given us a chart of comparable incentives for these throughout North America, have you?

MS. BROOKS:  For this unit -- for this technology --


MR. SHEPHERD:  For these examples I've given you.

MS. BROOKS:  We have many research pieces that we have attached as part of our -- part of our evidence.  It would take time for me to get to exactly what you're looking for.  We can undertake to do that if you'd like us to.

MR. SHEPHERD:  Sure.

MR. MILLAR:  J3.6.
UNDERTAKING NO. J3.6:  (A) UNION TO PROVIDE A CHART OF COMPARABLE INCENTIVES FOR VARIOUS FACTORS THROUGHOUT NORTH AMERICA; AND (B) to advise THE UPLIFT IN m-cubeds DUE TO THE INCREASE IN INCENTIVES.

MR. SHEPHERD:  What I'm trying to understand is:  Did you do an analysis of how much more you're going to spend for these measures and how many more cubic metres you're going to get?  So how much those incremental cubic metres are going to cost?

MS. BROOKS:  Yes, we have.

MR. SHEPHERD:  You did.

MS. BROOKS:  Yeah.

MR. SHEPHERD:  Good.  Not what the new total is, what -- the new cost per cubic metre, but what the incremental cost per cubic metre is of spending more money.

MS. BROOKS:  Yes, so we have assumed what the uplift in m-cubeds would be due to the increase in incentives.

MR. SHEPHERD:  And can you tell me where that is, or maybe you can include that in the undertaking, because I looked for that, and I couldn't find it, and so I'm assuming it's in the record somewhere.  If isn't, can you include it in the undertaking?

MR. SMITH:  We can.

MR. SHEPHERD:  Thank you.

I want to turn to another program, which is the behavioural program, and you talked to Ms. Girvan about this yesterday, and everybody seems to find SEC 31 popular, and we have that in pages 55 and 56, in which you tell us that the cost per m-cubed -- for CCM, sorry, not even annual m-cubed -- for CCM is 87.6 cents, and you'll agree that that's not -- that's not cost-effective by itself; you agree with that, right, I take it?

MS. BROOKS:  Yes, I agree.

MR. SHEPHERD:  And if we go back to page 54 of our materials, do I understand correctly that you're targeting customers in the 3,000 to 5,000 cubic metre annual usage; is that right?

MS. BROOKS:  Sorry, can you confirm, are you pointing to a reference within this page?

MR. SHEPHERD:  Yes, it is in the second-last line in the footnote 25, "Annual consumption between 3,000 and 5,000."  Didn't you know that, that that's who you were targeting?

MS. BROOKS:  So the reference that you are pointing to here is based on initial work we had done with Accenture when we hired them to look at other programs.  We have since had extensive discussions as mentioned yesterday with OPower, and I would need to confirm whether or not we've changed any of our assumptions since this first piece of work was released to us.

MR. SHEPHERD:  So the program may be different than what you've described in the evidence?

MS. BROOKS:  No, the program that we described in evidence was heavier, based on our discussions with OPower, than what you are referencing here, which was findings from our Accenture discussions, so I would want to ensure that there was consistency between the two.

MR. SHEPHERD:  Well, okay, I don't think that's actually right, because I read this whole document, 14 pages, and almost every footnote is OPower.  So this entire 14-page attachment -- feel free to bring it up -- is all about what OPower told you, isn't it?

MS. BROOKS:  So this would have been what Accenture pulled from, from OPower studies.  However, since then we've been working directly with OPower to understand what our savings and program dynamics would be.

MR. SHEPHERD:  I understand we are not going to have a witness from OPower to back up the data they've provided you; is that right?

MR. SMITH:  That's correct.

MR. SHEPHERD:  And why is that?

MR. SMITH:  We feel that through our witnesses we can speak to the OPower numbers adequately and that calling OPower isn't required.

MR. SHEPHERD:  Okay.  The -- but what I'm concerned with here is that you're basically targeting your largest residential customer in the behavioural program, and that's because you think that you can get more savings from them, right?

MS. BROOKS:  That would be correct.

MR. SHEPHERD:  Have you done any studies of whether that's true?  Have you looked, for example, at whether the reason why somebody might be in that category is because they have a honking great big house that is brand new and is very efficient already?

MS. BROOKS:  So as I mentioned, we relied heavy on OPower's experience and consulted with them to come up with our assumptions, and this would have been guided by their advice.

MR. SHEPHERD:  So you don't have any independent view as to whether customers in the 3,000 to 5,000 usage range are representative of your customers generally, or are representative of people who are energy inefficient?

You don't have any information on that, other than what OPower has told you?

MS. BROOKS:  So once again, we relied on OPower's experience, and we have no reason to believe that it is not accurate experience.

MR. SHEPHERD:  Well, okay.  So you did in -- I'm thinking 2007, 2008, 2009, and Mr. Tetreault would be aware of this, I think -- you did a number of studies on end uses and, in particular, you did an -- in your franchise area and, in particular, some analysis of the efficiency of various types of buildings.

Do you recall that?  Mr. Tetreault, do you recall those studies?

MR. TETREAULT:  I can't say that I do, Mr. Shepherd.

MR. SHEPHERD:  When you were proposing the normalized average use adjustment, you filed a whole lot of evidence on end uses and how they were changing over time.  Isn't that right?

MR. TETREAULT:  You could be right.  I can't recall.

MR. SHEPHERD:  You don't recall; okay, I'll leave that then.

So, what I'm trying to understand is you're targeting these 3,000 to 5,000 customers, and that's well above your average, right?  Your average is 2,583; true?

If you want the reference, you will find that on page 79 of our materials.  Average residential consumption 2,583, right?

MR. TETREAULT:  Yes, that's correct.

MR. SHEPHERD:  And that's 2014, right?

MR. TETREAULT:  I believe it is, yes.

MR. SHEPHERD:  So are you concerned that you're targeting a subset of your customers that are more likely to be able to afford to do this on their own, to do things on their own and don't really need your help as much?

I understand you are not giving them incentives.  But you are promoting a program to them, and you are promoting it to people that may have larger homes; right?

MS. BROOKS:  They may have larger homes, or they may have smaller more inefficient homes.

MR. SHEPHERD:  And you don't know which is true?

MS. BROOKS:  I can't confirm that, no.

MR. SHEPHERD:  It would certainly be a better targeted program if you targeted smaller inefficient homes rather than larger efficient homes; right?

MS. BROOKS:  My understanding is that we explored this with OPower, and OPower recommended that it is better for us to go after higher consuming customers than to look at the specific efficiencies of the home.

MR. SHEPHERD:  All right.  Your residential programs -- and we're concerned about residential programs because of course most of the schools are in M1 and O1, right?

MR. TETREAULT:  That's correct.

MR. SHEPHERD:  And so the schools pay a good deal of the cost of residential programs, and other customers like that.  CI customers, in M1 and O1 pay a big chunk of the residential cost; right?

MR. TETREAULT:  Yes, they do.

MR. SHEPHERD:  So your residential program, as I understand it, has three components.  It has the home reno rebate program -- and I'm going to get to that -- in which you are expecting 3,000 participants a year, right?

MS. BROOKS:  In 2016, yes.

MR. SHEPHERD:  And the ESK, which is 15,000 a year, is that right?

MS. BROOKS:  That's correct.

MR. SHEPHERD:  And the behavioural, which is 300,000 a year; is that right?

MS. BROOKS:  That's correct.

MR. SHEPHERD:  And in the behavioural, all you do is send them a letter, is that right?  That's your involvement with the customer.  They are deemed to be a participant if you've sent them a letter.  Is that right?

MS. BROOKS:  Yes, they are deemed to be a participant if we send them letters.

MR. SHEPHERD:  All right.  I want to move on to the home reno rebate program, and your target in 2015 is 1,245 participants; is that right?

MS. BROOKS:  That's correct.

MR. SHEPHERD:  How many do you have so far?

MS. BROOKS:  We would have to confirm that.

MR. SHEPHERD:  Would you undertake?

MR. SMITH:  We will.

MR. BENNETT:  J3.7.

UNDERTAKING NO. J3.7:  UNION to confirm the home reno rebate program target for 2015 is 1,245 participants


MR. SHEPHERD:  If you take a look at page 57 of our materials, the home reno rebate program today requires that the home must reduce its natural gas use by 25 percent in order to qualify; right?

MS. BROOKS:  That's correct.

MR. SHEPHERD:  And you've reduced that to 15 percent -- you are proposing to reduce that to 15 percent, because you're assuming a higher efficiency for the furnace; is that right?

MS. BROOKS:  That's correct.

MR. SHEPHERD:  And that's assuming a higher efficiency for the existing furnace, right?

MS. BROOKS:  It's assuming that all homes that we're performing weatherization on or insulation upgrades, that every home has a base furnace of that's at code, which is 90 percent AFU.

MR. SHEPHERD:  But furnaces are also one of the things that can be one of the measures that's included, right?

MS. BROOKS:  That's correct.

MR. SHEPHERD:  So then why would the -- would the assumption of the existing furnace matter?  You are not going to replace an existing 90 AFUE furnace with another furnace, right?

MS. BROOKS:  So the difference would be what the code requirement is, which is 90 percent, and upgrading them to a higher efficient model, which I believe is 95 to 96 percent.

MR. SHEPHERD:  So this is all about the replacement.  So the replacement has to be at least code?

MS. BROOKS:  The assumption that we're making is that it's a code furnace, yes.

MR. SHEPHERD:  Now, you refer to A, 3, C, 10 -- Exhibit A, tab 3, schedule C, page 10.  That's the full calculation of how the change in AFUE assumption results in a 25 percent to 15 percent uplift.  Am I right?

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

MR. SHEPHERD:  Sure.  You say that you've shown how you calculate this in A, 3, C, page 10.  Does that show us the full calculation of how going from 25 percent to 15 percent is the right adjustment for going from -- to a 90 percent AFUE?

MR. SMITH:  Mr. Shepherd, it is not clear to me what you are referencing in your compendium.

MR. SHEPHERD:  Page 57 --


MR. SMITH:  Page 57.

MR. SHEPHERD:  -- refers to Exhibit A, tab 3, appendix C, page 10.

MS. BROOKS:  So in 2015, Union Gas has captured savings using the existing base case furnace as per our current proposed program.  And we have also tracked it assuming a 90 percent base case, as we're proposing to change moving forward.

And based on those results, we've seen overall a 10 percent reduction on aggregate.  And therefore, that's why we're recommending the change to our program requirement.

MR. SHEPHERD:  But you are also increasing the incentive, right, the maximum incentive?

MS. BROOKS:  We are increasing the overall cap in the home, but not the incentive at a measured level.

MR. SHEPHERD:  And so if you're going to spend more money, why wouldn't you keep the 25 percent reduction rather than make the target so much easier by reducing it to 15?

MS. BROOKS:  Well, I think that the comparison of making the base case change, and showing that it results in a 10 percent overall reduction in aggregate, isn't suggesting that it's making our target any easier to achieve.  It's just neutralizing the change in the base case assumption.

MR. SHEPHERD:  So the change from 25 percent to 15 percent is intended to be neutral, in terms of how easy you can reach your target; right?

MS. BROOKS:  Correct.

MR. SHEPHERD:  Okay, I want to ask about one component of that, and that is the air sealing.

If you take a look at page 59 of our material, you're paying 86 percent of the cost of air sealing.  This is like weather stripping and things like that; is that right?

MS. BROOKS:  No, I'm not -- I can't speak to the technical terms, but I believe air sealing is in relation to insulation upgrades, and it's not sort of the low-cost weather stripping that you are referring to.

MR. SHEPHERD:  No, it's not insulation upgrading, because -- and you have three categories of insulation upgrades; air sealing is something different.  Do you know what it is?

MS. BROOKS:  I can provide you a technical response.

MR. SHEPHERD:  Okay.

MR. MILLAR:  J3.8.
UNDERTAKING NO. J3.8:  UNION TO PROVIDE A TECHNICAL RESPONSE RE:  AIR SEALING.

MR. SHEPHERD:  I'm right, am I not, that at least in the past, and you expect in the future as well, the vast majority of your home reno rebate participants include a furnace or a boiler; right?  Something like 85 or 90 percent; is that right?

MS. BROOKS:  That's actually incorrect.  In 2014 approximately 50 percent of our participants received a furnace, whereas two-thirds of our participants received insulation measures.

MR. SHEPHERD:  Okay, and do we have a breakdown of that?  Is that in the evidence somewhere?  I've seen charts like that sitting on audit committees, but I don't think I've seen a chart in the evidence.  Is there one?

MS. BROOKS:  I'd have to confirm that for you.

MR. SHEPHERD:  It would certainly be useful if we had a chart of what measures are being implemented in the home reno rebate program and what you forecast are going to be implemented going forward.

MS. BROOKS:  Yeah.  We can provide that for you.

MR. MILLAR:  It is J3.9.
UNDERTAKING NO. J3.9:  UNION TO PROVIDE A CHART OF WHAT MEASURES ARE BEING IMPLEMENTED IN THE HOME RENO REBATE PROGRAM AND WHAT ARE FORECAST TO BE IMPLEMENTED GOING FORWARD.

MR. SHEPHERD:  Excellent.  Now, you increase the cap  -- you are proposing to increase the cap from 2,500 to 5,000, and you were asked about that by Ms. Girvan both in here and also at the technical conference, and I just want to follow up on one thing.

How many hit the cap in 2014?

MS. BROOKS:  So the 2,500 cap?

MR. SHEPHERD:  Yes.

MS. BROOKS:  I would have to confirm that for you.

MR. SHEPHERD:  Could you do that?

MS. BROOKS:  Yep.

MR. SHEPHERD:  The average in 2014 was 1,983; right?  That's the average that you paid in incentives for a participant?

MR. MILLAR:  Sorry, Mr. Shepherd, I just wanted to mark that undertaking that was just given.  J3.10.
UNDERTAKING NO. J3.10:  UNION TO ADVISE HOW MANY HIT THE 2,500 CAP IN 2014.

MR. SHEPHERD:  My apologies.

MS. BROOKS:  Sorry, Mr. Shepherd, you were referencing a number?

MR. SHEPHERD:  Yeah, your average incentive for home reno rebate program was 1,983 in 2014; is that right?

MS. BROOKS:  We're just looking to confirm that.

MR. SHEPHERD:  I would give you the reference, except I can't remember where it is.  If it's hard to find, we can just agree that it was well below 2,500; is that right?

MS. BROOKS:  I can agree that the average was below 2,500.

MR. SHEPHERD:  Okay.  And what you're expecting with the increase to a $5,000 cap is -- are you expecting that that will drive more participation?

MS. BROOKS:  We're expecting that it will drive more measure implementations within the existing participants' homes.

MR. SHEPHERD:  Okay.  So when you are going from 1,245 to 3,000, that is not because the cap is increasing, but your savings per participant are going to be up, you expect, because they'll implement more measures; is that right

MS. BROOKS:  Sorry, can you clarify the 1,245 to...

MR. SHEPHERD:  Your target for this year is 1,245.

MS. BROOKS:  Correct.

MR. SHEPHERD:  Next year is 3,000?

MS. BROOKS:  Right.

MR. SHEPHERD:  Yet that's not being driven by increasing the cap to 5,000, is it?

MS. BROOKS:  I would say the overall m-cubeds are being driven by that, but not the participants.

MR. SHEPHERD:  Awesome.  Thank you.

I want to turn to the RunSmart program, and the criteria for participating in the RunSmart program is minimum annual usage of 50,000 m-cubed and no prior participation in Union DSM programs; right?

MR. GOULDEN:  That's correct.

MR. SHEPHERD:  Okay.  And what do they get for -- if they participate, what do they get?

MR. GOULDEN:  They get the opportunity to participate in the program with a potential payout for the savings that are attributable to that program.

MR. SHEPHERD:  It's measured savings; right?

MR. GOULDEN:  Yes, it is measured savings.

MR. SHEPHERD:  And it is based on behavioural changes?

MR. GOULDEN:  The RunSmart program involves an energy walk-through with an external third-party service provider who identifies a list of opportunities.  The RunSmart participant has the opportunity, based upon their metered savings or the reduction in their metered consumption in the next 12 months, to earn an incentive which has an increase structure based on increasing the amount of savings they have.

MR. SHEPHERD:  So you basically say to the customer -- or the third-party energy specialist's auditor comes in and says, You could do these ten things, some of which are equipment, some of which are changes in how you operate, all sorts of things.  Here's a list, and do whichever ones you like, and we're going to measure how much you saved, and anything you saved you will get an incentive; is that it?

MR. GOULDEN:  Yes, based on the percentage reduction in the next 12 months.

MR. SHEPHERD:  All right, and you say that there are 1,900 commercial customers that qualify, right?  You see on page 63 of our materials?

MR. GOULDEN:  Yes.  That's correct.

MR. SHEPHERD:  And we asked you, why are you only allowing customers that have never participated in a prior DSM program to qualify, and you say at page 64 that you want a static baseline.  I didn't understand that.  I read it like 20 times.  I didn't understand.  Can you help us out there?

MR. GOULDEN:  I can try.  When we say the customer has never participated, we actually mean they haven't participated in the last 24 months.  The intention of that is, with regards to our billing data, anything that they've done we assume has already been done and impacted the base case, if you will, or their consumption before they did anything.


So that would be what I'm referring to with regards to a static baseline.  It is the consumption the customer has before they've participated in the RunSmart program.

MR. SHEPHERD:  All right, I didn't realize there was 24 months.  Is that in the evidence somewhere?  I didn't see it.  In fact, all I saw was things like "no prior DSM participation history".

Is the 24 months a new thing you've added, or has it been there all along and I just missed it?

MR. GOULDEN:  I'm not sure where it is in evidence, Mr. Shepherd.  I can undertake to find that.

MR. MILLAR:  J3.11.
UNDERTAKING NO. J3.11:  UNION TO PROVIDE THE REFERENCE IN THE RUNSMART PROGRAM WHERE "NON-PARTICIPATION" IS DEFINED AS 24 MONTHS OF NON-PARTICIPATION.

MR. SHEPHERD:  The reason I'm pursuing that is because on the next page, page 65, you see an answer to one of our IRs in which we said how many schools could participate in this, and you said 400, and I looked at it, and I thought, wait a second, I don't see how it could possibly be 400 in M2 and -- rates M2 and 10, because that's the rates they'd have to be in; right?

MR. GOULDEN:  Yes, they would have to be in a rate M2 and rate 10.

MR. SHEPHERD:  And there is only about 4- or 500 in that class, and almost all of them have sometime, in the past, participated in a Union DSM program, so I didn't see how there were 400 left, but this is just in the last 24 months; right?

MR. GOULDEN:  That's a fair comment.  The 400 we were referring to, Mr. Shepherd, was with regards to the threshold volume eligibility.  But your point is correct.  We didn't actually net out those that might have participated in a DSM program.

MR. SHEPHERD:  So the number is actually less?

MR. GOULDEN:  Yes.

MR. SHEPHERD:  Okay.  Thank you.

I want to move on to the SEM program.  There are a couple of sort of obvious questions about this.

The first is, you talk about limiting it to the top 100 customers, and that's because that's where the big savings are; right?

MR. GOULDEN:  We think so, yes.

MR. SHEPHERD:  But the other side to that is why would they need your help?  Aren't many of them customers that don't need your help because they're big, because they're sophisticated?

MR. GOULDEN:  As you may be aware, we currently have a program called the integrated management -- integrated energy management system, IEMS program, that's really a precursor to the SEM program -- sorry for the acronyms.

What we found with regard to the IEMS program currently is that in fact, although there is some level of interest of customers participating in the -- changing their approach from an energy management perspective, so they actually implement an energy management system.  
There aren't that many of them out there.  So what we've done, Mr. Shepherd, is we've proposed a specific program targeted at those very biggest customer to identify if we can, in fact, get them to do something that they're not currently doing.

MR. SHEPHERD:  And that's -- when you are targeting the biggest customers, you've limited it to industrial, right?

MR. GOULDEN:  That's correct.

MR. SHEPHERD:  You actually have big customers that are commercial or institutional, don't you?

MR. GOULDEN:  Yes, we do.

MR. SHEPHERD:  And you also have customers that have fleets, like fleets of apartments, or they're retail chains or schools -- that's another good example -- that although they're their individual buildings are not big customers, as a group they are big customers of Union Gas, right?

MR. GOULDEN:  Yes, that's correct.

MR. SHEPHERD:  So why haven't included fleets in your strategic energy management program?

MR. GOULDEN:  This is a relatively expensive program, from a cost effectiveness perspective.  So what our intention was in introducing this program was to go after those customers which we thought had the best or the most opportunity for savings.  So this is where we're starting.

In fact, as we get further down the road, we may in fact -- based on the success or lack of success of this program, we may expand the program to others.

But we wanted to look at the best candidates, which we saw it being our largest industrial manufacturing customers.

MR. SHEPHERD:  So the main difference, in terms of DSM programs -- maybe not the main difference, but a big difference between a big industrial complex with one owner in one place with a lot of process needs, et cetera, and a fleet with 100 or 200 similar buildings or similar gas loads, the main difference is that the first one has a lot of specific and complex measures that can be implemented, and the second one has a relatively shorter list of simple measures that can be replicated throughout a number of buildings or a number of loads.  Isn't that right?

MR. GOULDEN:  I'm not sure.  I mean, think what you're -- what you're saying makes sense, but I haven't done an analysis to determine if that's the case, Mr. Shepherd.

Clearly, if you have lots of buildings that use energy in the same way, then presumably they might have the same opportunities.

MR. SHEPHERD:  What I'm trying get at is do you have any programs -- I haven't seen any, but any programs that specifically look at fleets -- like Mr. Brett's clients, for example, or mine -- and says, "Here's a big opportunity to have replicable savings in a number of loads.  How can we tap that?"

Do you have any programs that do that?

MR. GOULDEN:  There are a couple of responses to that, Mr. Shepherd.  One is that we do have a national account program where we work with those customers to identify generally prescriptive type opportunities.

In addition, we are participating, as we've indicated in the evidence, in a pilot with the Toronto Region Conservation Authority as well as the IESO to really explore that with regards to that pilot.

MR. SHEPHERD:  Okay.  So you have nothing now, but you hope in the future you may be able to tap that opportunity?

MR. GOULDEN:  We have nothing, aside from the two that I've described, that's right.

MR. SHEPHERD:  So I want you to turn to page 68 of our materials, and this is -- Enbridge has proposed a program called "Energy Leaders".  I'll leave aside school energy competition; that is not really part of this particular subject.

But I want to talk about Energy Leaders.  You are aware that schools have been saying for some time that they're ahead of the efficiency curve, and so a lot of the things that you offer, that the utilities offer, are less relevant to them.  You're aware of that, right?

MR. GOULDEN:  Yes, I'm aware and we have had lots of participation over the years with the schools.

MR. SHEPHERD:  And one of the results is that they've done a lot of the stuff that you're incenting right now, right?

MR. GOULDEN:  Yes, they are very active participants in our prescriptive and our custom program.

MR. SHEPHERD:  All right.  So Enbridge responds to this by saying we're going to identify -- or we're going to allow customers to self-identify that they are ahead of the curve and that, therefore, their energy management needs and what they can get from the utility are different, more leading edge, and has proposed to target those energy leaders to help them with the next stage.

Do you have anything like that?

MR. GOULDEN:  No, we don't.

MR. SHEPHERD:  All right.  Why not?

MR. GOULDEN:  In considering our program design going forward, we didn't identify that as being one of the opportunities that became a priority for us.

MR. SHEPHERD:  Isn't it true that if you can push the early adopters, if you like, the people who are farther down the curve, if you can push them further, that helps bring everybody else along?  Isn't that true?

MR. GOULDEN:  Assuming what they're doing makes good energy efficiency sense, yes.

MR. SHEPHERD:  Okay.  Have you done any investigations to see how you would achieve that result, how you would get to the early adopters?

MR. GOULDEN:  Well, our analysis indicated, for example, that the RunSmart program, which we opened up to general service customers, in fact deals with some of those opportunities, Mr. Shepherd.

MR. SHEPHERD:  Oh, yeah?  Okay.  But you're not -- you're not working -- we talked about fleets, for example, that are often the early adopters, and you are not working with them to identify things that are not normal, that are new and unique, to help them figure out how they can implement them, are you?

MR. GOULDEN:  As I indicated previously, we do have an active account relationship with many of our national accounts.  So yes, we do work with many of them to identify opportunities, primarily on a prescriptive basis.

MR. SHEPHERD:  I want to talk about the costs being allocated to M1 and O1, so big shift.  This is a last topic area, and it may take a couple of minutes -- and I think these questions are mostly for you, Mr. Tetreault.

Rates M1 and O1 are mostly residential, but you've got about 140,000 or so CI customers in those rates?

MR. TETREAULT:  Yes, somewhere around that number.  I think we referenced 120,000 yesterday, Mr. Shepherd.

MR. SHEPHERD:  Okay.  So we have provided, on pages 70 to 72, some excerpts from a study that was done on Union Gas's behalf.

You were the one responsible for this study, right, Mr. Tetreault?

MR. TETREAULT:  This was a study prepared by an independent consultant that Union was working on with intervenors this year.  So the consultant, Energy Tools, is the author of the study.

MR. SHEPHERD:  No, I understand that.  But this was your project, right?

MR. TETREAULT:  Yes, it was.

MR. SHEPHERD:  You were in the room all the time, so I'm assuming it was.

MR. TETREAULT:  Yes, I've been very involved.

MR. SHEPHERD:  And on page 73, we've drawn some information from that study.  Now these are 2010 data because -- and tell us why 2010 is what the study uses.

MR. TETREAULT:  2010 data is used in that study because it is consistent with the information we used in our original volume breakpoint proposal, which was proposed as part of our 2013 rate case in late 2011.

So at the time, 2010 actual information was the most current information, billing data that we had available to us.

MR. SHEPHERD:  And so this study was nothing to do with DSM; right?

MR. TETREAULT:  No, it does not.

MR. SHEPHERD:  It is a rate design study?

MR. TETREAULT:  That's correct.

MR. SHEPHERD:  But it has data and that's what's important.

So you will see that on page 73, there is a spreadsheet breaking down the components of the M1 and O1 classes, based on the 2010 data.  And this was sent to you earlier in the week.  Is this data correct?

MR. TETREAULT:  Yes, I believe it is.

MR. SHEPHERD:  Okay.  So I'm going to first ask you to undertake to update this to 2014 actual data.  Is that something you can do?

MR. TETREAULT:  Yes, we can.

MR. MILLAR:  J3.12.
UNDERTAKING NO. J3.12:  UNION TO UPDATE the spreadsheet on page 73 of the energy tools study with 2014 actual data.

MR. SHEPHERD:  And I'm also going to ask you, if you can -- and I think this is a separate undertaking for reasons that we've discussed -- I'm going to ask you to undertake to provide a similar table for each of the 2016 through 2020 years, based on your current forecast.

And I understand that you are not sure whether you have detailed enough data, but can you try to do that?

MR. TETREAULT:  Yes, we can do so on a best-efforts basis.  I'm not sure if we have a forecast out to 2020.  My suspicion is we have a forecast from 2016 through to 2018.

I'm also not sure that we have the forecast data at the same level of detail as the actual data, but that said, we'll use best efforts to provide what we can.

MR. SHEPHERD:  Whatever you can give us would be useful.  So --


MR. MILLAR:  J3.13.
UNDERTAKING NO. J3.13:  UNION TO PROVIDE ON A BEST-EFFORTS BASIS A SIMILAR TABLE FOR EACH OF THE 2016 THROUGH 2020 YEARS, BASED ON CURRENT FORECAST.

MR. SHEPHERD:  So here's what I'd like to understand.  You -- the average residential customer in 2010 had an annual volume of 2,256; right?  That calculation is correct?

MR. TETREAULT:  Yes, I believe it is.

MR. SHEPHERD:  Can you look at page 79?  This is an IR response to GEC, and we talked about this a minute ago.  Your 2014 average residential consumption was 2,583; right?

MR. TETREAULT:  Yes, I see that.

MR. SHEPHERD:  Are either of these figures weather-adjusted?

MR. TETREAULT:  I don't believe so.

MR. SHEPHERD:  Can you provide the weather-adjusted figures for -- just those two numbers?

MR. TETREAULT:  I'm not sure, Mr. Shepherd.  I think on a best-efforts basis we could see what is available.

MR. SHEPHERD:  Thank you.

MR. MILLAR:  J3.14.
UNDERTAKING NO. J3.14:  UNION TO CALCULATE ON A BEST-EFFORTS BASIS WEATHER-ADJUSTED FIGURES FOR 2014 AVERAGE RESIDENTIAL CONSUMPTION.

MR. SHEPHERD:  And the reason I ask this -- and I'm going to turn to you, Ms. Lynch -- is based on the information we have -- now, I understand you have to adjust it for weather, and that it may produce a slightly different number, but based on the information we have, you spent a whole lot of money on residential DSM, and your average use has gone from 2,256 to 2,583 in four years.

And that doesn't sound like DSM is working very well, and I'm wondering:  Have you studied that impact to figure out why it's happening?

MS. LYNCH:  We haven't specifically studied that.  There are certainly many factors that would go into determining the average usage.

MR. SHEPHERD:  Isn't studying the energy intensity of your residential customers something that's really important for you to do if you're going to deliver $20 million a year of residential DSM programs?

[Witness panel confers]

MS. LYNCH:  As I said, it isn't something that we've studied.  We've certainly looked at each of our programs and the savings that are expected to be achieved, but again, there's lots of other factors that would need to be taken into account.

MR. SHEPHERD:  Like the average square footage of homes and things like that, right?  But this is all you have -- data you have, right, or can get?

MS. LYNCH:  It is certainly information that we will have a better understanding of with the MPAC data that we will be purchasing as part of our proposal.

MR. SHEPHERD:  Would you be willing to commit as part of your plan to produce for the Board and then for stakeholders in the next year an analysis of why your average use is going up in residential, despite your programs?

[Witness panel confers]

MR. KITCHEN:  So Mr. Shepherd, let me -- it's Mark Kitchen -- just let me understand what exactly you're asking.  You're asking for the panel to commit to preparing a report related to average use beyond what we already do in deferral account proceedings around NAC?

MR. SHEPHERD:  Yes.

MR. KITCHEN:  And what would --


MR. SHEPHERD:  Why is -- to answer the question:  Why is the average use going up despite spending on DSM programs?

MR. KITCHEN:  Well, I don't think we can actually answer that question until we've done the undertaking that weather-normalizes this, because I think they are on two different bases.

MR. SHEPHERD:  No, understood.  And if it turns out that on a weather-normalized basis it's going down, great, then I'll withdraw the request.

MR. KITCHEN:  I think what we'll do is we'll address your request in the undertaking.

MR. SHEPHERD:  Awesome.  Thank you.

I want to turn to -- so you've got an average use of 2,583, and you're targeting now $2 per customer per month; right?  That's what the Board said you shouldn't -- this should be your average; right?

MS. LYNCH:  Yes, that's correct.

MR. SHEPHERD:  If you turn to page 76 you will see a table -- now, this happens to be a table for something else, but it does have your proposed 20 -- I think that's 2020 at the bottom, unit costs per m-cubed for M1 and O1; do you see that?  For O1 it's 1.4626 cents per m-cubed and for M1 it's 1.3037 per m-cubed; do you see that?

MR. TETREAULT:  I do see that, Mr. Shepherd.  I should note that it is based on an assumption of DSMVA overspend and max utility incentive, but, yes, that is the correct figure based on those assumptions.

MR. SHEPHERD:  Yeah, this is the -- this is how you would collect the share of the 460 million in 2020 from those two classes; right?

MR. TETREAULT:  Yes.

MR. SHEPHERD:  Okay, so I did the math.  You have -- you are currently forecasting about 1,265,899 residential customers in 20 -- I think that's 2014, actually.  It's just your total volume divided by 2,583.

MR. TETREAULT:  Yes, I can take that subject to check.

MR. SHEPHERD:  All right.  And so if I take the 2,583 and I multiply it by either of these numbers, it's going to be a lot bigger, isn't it, than $24 a year?

In fact, if you multiply it by $1.30 -- or by 1.3 cents, it is $34, and if you multiply it by 1.46 it is $38; isn't that right?

MR. TETREAULT:  I'll take your math subject to check.

MR. SHEPHERD:  So I don't understand why you think you are within the $2.  Your average customer is 2,583; it's just math; right?

MR. TETREAULT:  I think what we should do is go back to our pre-filed evidence, specifically Exhibit A, tab 3, appendix E.

MR. SHEPHERD:  The table that you are looking for is actually at page 90 of our materials, I think.

MS. LONG:  Sorry, what was that page?

MR. SHEPHERD:  Ninety, nine-zero.  Is that the table you're looking for, Mr. Tetreault?

MR. TETREAULT:  Yes.  I think I was thinking of another schedule, but this one does illustrate things, yes.

MR. SHEPHERD:  Okay, and so that uses 2,200, but 2,200 is not your average residential, is it?

MR. TETREAULT:  Well, for the purposes of this analysis, as we do for all of our bill impact illustrations, we have assumed an average residential customer load of 2200 cubic metres per year.


MR. SHEPHERD:  But it's not correct, is it?


MR. TETREAULT:  I wouldn't say it's incorrect; it is used for bill impact illustration purposes.  Actual average consumption for customers, residential customers and other customers, could vary from year to year.


That is consistent with -- 2200 cubic metres per year is consistent with what we've been using for bill impact examples for several years since 2013.  The calculations of what residential customers are expected to pay on a -- on an average bill are on that basis.


MR. SHEPHERD:  All right.  So, here's what I don't understand.  You're including this all in the volumetric rate for M1 and O1, and what that means that all of your -- your CI customers are paying substantial amounts to support residential programs, right?


MR. TETREAULT:  Yes, I think that's fair.  I'm struggling with your characterization of "substantial", but I think I can agree that all the customers in a particular rate class, whether they be commercial-industrial or residential, are contributing to the recovery of all the DSM program costs that have been allocated to that rate class.


MR. SHEPHERD:  I understand, so I'm wondering -- now you have some CI costs in M1 and O1, right?


MR. TETREAULT:  Yes, we do.


MR. SHEPHERD:  And you talked about yesterday, but you don't actually have that data, right?  You don't have it on the record here how much is in?


The closest I was able to find is page 93, which has 2016 but doesn't have all the allocations.  It only allocates the portfolio budget between the various components.  It doesn't allocate all the rest.


That was the closest I could find.  It's at page 93 of our materials.


MR. DIBAJI:  Yes, it is just referring to the DSM program budgets.


MR. SHEPHERD:  Right.  So that's only broken down by program budget.  You haven't broken down the responsibility of customers for the other things, like the shareholder incentive, like the low-income, et cetera.  That's not broken down anywhere.


MR. DIBAJI:  Low-income is in here; it's just the shareholder incentive that's not.  That's the missing piece.


MR. SHEPHERD:  But low-income isn't broken down between residential and CI, right?


MR. DIBAJI:  No, it's broken down at the rate class level.


MR. SHEPHERD:  And similarly, market transformation is not broken down, even though that is all residential, right?


MR. DIBAJI:  Between customer classes within a rate class?


MR. SHEPHERD:  Yes.  You've broken down residential and commercial in the program budgets.  But market transformation, that's a residential, right?


MR. DIBAJI:  This is a program-specific breakdown, not a customer-specific breakdown.


MR. SHEPHERD:  So, I wonder if you could -- here's what I'm trying to understand, and I'll cut right to the chase.


It would seem to me that the simplest way of you solving the problem of intra-class cross subsidization of DSM programs, the simplest way would simply be to add $2 per month to the fixed charge.  That gets all your residential customers at two bucks; that's what they pay.


In fact, could you even advertise it.  You're paying two bucks a month for conservation and, by the way, if you participate in this program, you can save it back.


You could do that and then on the -- avoiding the first block, the next blocks you could have the rest of it in volumetric, which would capture all the CI.


That would be a better way of recovering it, wouldn't it, in terms of cost responsibility?


MR. TETREAULT:  I think it would be a different way of designing our rates, Mr. Shepherd, and recovering DSM costs.


Our plan right now, though, is to continue to recover DSM costs on the same basis that we have historically, which is grounded in the fundamentals of postage stamp rate-making, as you know.


MR. SHEPHERD:  Well, no, it's not actually, because that's making the assumption that the right place to charge it is volumetric rates.


But all your other rates are a combination of fixed and variable, right?



MR. TETREAULT:  It depends on the rate class, and all of our general service rate classes, demand related fixed costs, which DSM are classified as, from a rate-making standpoint are recovered in volumetric rates.


It varies when you get into the contract rate classes.  It tends to be a more of a mix of recovery and demand charges and volumetric rates.  It certainly varies depending on the rate class.


MR. SHEPHERD:  Isn't it true that if you charged $2 a month in the fixed charge and the rest in the volumetric charge, excluding the first block, that that would more closely track cost responsibility for the residential and the CI programs?  Isn't that true?


MR. TETREAULT:  No, I don't know that that's true, Mr. Shepherd.  And the reason that I'm hesitating and struggling with that is I think you would be fundamentally getting into an issue or a concern where you're not following postage stamp rate-making principles.  And now you'll be in a position where all of the customers in the rate class aren't necessarily paying the same costs, or contributing to the recovery of the same costs.


MR. SHEPHERD:  And that's because they're not getting the same programs.


MR. TETREAULT:  Yes, I recognize the programs are different for certain customers in certain rate classes.  I'm simply speaking from a rate-making policy perspective, if you will, which is to recover all of the costs, regardless of whether they're DSM or other costs, consistently from all customers within the rate class.


MR. SHEPHERD:  And so any given cost can only be in the fixed charge or the variable charge; it can't be in both.  You have no costs that you allocate to both?


MR. TETREAULT:  In the general service market, there are customer-related costs which are -- which are costs associated with attaching customers to the system and maintaining those attachments.


The majority of those fixed costs are recovered in our monthly customer charges, certainly for the small volume general service rates classes M1 and rate O1.


The balance of those costs that aren't recovered in the monthly charge are recovered in volumetric rates, along with all of the demand-related cost and any variable costs.


MR. SHEPHERD:  All right, I'll leave that for now.  I have just one other question, or series of questions in this area -- and this is my last area, Madam Chair.  I'm just squeaking in under the line.


MS. LONG:  That's fine, Mr. Shepherd.


MR. SHEPHERD:  And that is -- if you can take a look at page 89 of our materials, this is a calculation by Union of the average savings, annual savings for customers that participate in DSM programs, by rate class.


This says, I think, that in rates O1 and M1, the average customer is losing money on these programs; is that right?


MR. TETREAULT:  Yes, that's correct, Mr. Shepherd, but that's based on what I'll say is a fairly simple analysis.  It looks like at the expected volume savings for a typical customer, and compares that to what they're paying in rates, and then nets the costs against the savings.


What it doesn't include is any consideration for lifetime volume savings, or any incentives that customers might have received to help facilitate those savings.


MR. SHEPHERD:  Well, the incentives are the important part here, because for two of your programs, two of your residential programs, there are no incentives; right?  Nobody is getting any money.  Only home reno rebate do they get money, right?


MR. DIBAJI:  Yes, and that's -- as Mr. Tetreault was referring to, that's what simplifies this analysis.


So if you were to look at this from different angles, one being gross savings versus net savings, these results may be different.


Thank you look at it another way --


MR. SHEPHERD:  Sorry, gross savings versus net savings?  What does that mean?


MR. DIBAJI:  So we've taken our forecasted results for 2020 and we've taken the net savings and applied it to this forecast, this schedule.

MR. SHEPHERD:  Yes.

MR. DIBAJI:  One could make the argument that you could analyze this schedule using gross savings if you are trying to see, of the participants that are coming through your program, what are they actually saving for that participation --


MR. SHEPHERD:  Gross savings is before free riders, right?

MR. DIBAJI:  That is correct.

MR. SHEPHERD:  And why would you ever use gross savings?  You didn't cause gross savings, you only cause net savings.

MR. DIBAJI:  Yes, I'm not disagreeing with that.  I'm saying that is another way of potentially looking at if you're saying of those customers that are participating in Union's 2020 program, what are they saving from that participation.  That's a different way of looking at it than saying, what is savings -- what savings are being driven by Union's influence of that customer.  That's one way of looking at it.

Another way of looking at it --


MR. SHEPHERD:  But that way would be wrong, right?

MR. DIBAJI:  And that's not what we did here.  I'm saying that's just a different way of looking at it based on the direction that was provided in the framework.

Another way of looking at is if we did not include the behavioural customers that, as you mentioned, target 300,000 customers, these numbers change considerably.  So if we don't include those behavioural customers, an M1 customer would go from saving $1.20 in that rate class to potentially saving $12 in that rate class.

The same thing goes for O1 rate class.  A customer saving $1.90 would potentially save almost $20.  So as Mr. Tetreault said --


MR. SHEPHERD:  Sorry, show me where the $1.90 is, the --


MR. DIBAJI:  Pardon me?

MR. SHEPHERD:  -- the $1.20?  Show me the $1.20 and the $1.90.  I'm looking for them.

MR. DIBAJI:  If you look at for M1 customers, that is line item 5 --


MR. SHEPHERD:  Oh, that's the monthly savings.

MR. DIBAJI:  Correct.  So if you look at this analysis in a variety of different ways, you will get a variety of different results.  It all depends on the assumptions used to develop this analysis, and the way we did it is we looked at total participation.

MR. SHEPHERD:  Well, and in fact, the bottom line here is that if you -- if you look at it from a high level, these -- the residential customers, anyway -- the only ones that participate that get a net benefit are the ones in the home reno program; right?  Because you are not giving the other ones any money.

MR. DIBAJI:  We have other programs, such as ESKs.

MR. SHEPHERD:  Yes, but the ESKs are already included.  The savings are already included here; right?

MR. DIBAJI:  That's correct.

MR. SHEPHERD:  So they are already part of that calculation.  The only thing that's not part of the calculation is the incentives that you pay to the home reno customers, and those 3,000 will do better, right?  But everybody else still does worse.

MR. DIBAJI:  Yes, so there is a variety of items here, so there's the incentives and then also the savings attributed with the other resource savings, such as water and electricity.

MR. SHEPHERD:  And if I'm right -- this is my last question -- if I'm right, tell me whether this is correct:  The reason for this is that you've included the behavioural.  The behavioural doesn't have a whole lot of savings, but it has quite substantial costs; this is why it's not cost-effective; right?

MR. DIBAJI:  Yes, that is correct, and as stated by the Board on page 23 of their framework, the Board understands that some these priorities may not directly result in significant natural-gas savings, but there is other priorities on the table.

MR. SHEPHERD:  Okay, and so you were asked yesterday what else are you achieving with behavioural, and you talked about the benefit in selling more home reno and stuff like that, but I would have thought that then at least in total you would have had a net positive for the participants, but you don't even have that.

So how is this cost-effective if the whole thing is not cost-effective for the participants?

MR. DIBAJI:  Sorry, I'm just struggling with that last piece.  Can you rephrase that?

MR. SHEPHERD:  Sure, if the reason why you're doing behavioural, as you said yesterday, was, well, it helps us sell more measures in home reno and stuff like that and increases our ability to achieve results there, that's great, but then if you lump them together, shouldn't the net result be positive?  But it's not; right?

MR. DIBAJI:  Yeah.  And I don't think we've said that's the only reason why we're doing behavioural is to increase participation in our other programs.  There is a lot of other benefits of the behavioural program, such as education, creating a culture of conservation for those customers.

MR. SHEPHERD:  Thank you, those are our questions.  I'm sorry I went a little long.  I apologize.

MS. LONG:  Thank you, Mr. Shepherd.

I think what we'll do is take our lunch break at this point, and we'll come back and hear from you, Mr. Janigan, and Mr. Brett.  So we'll take an hour, and we'll be back at 25 to.  Thank you.
--- Luncheon recess at 12:34 p.m.
--- On resuming at 1:41 p.m.

MS. LONG:  Please be seated.  Mr. Janigan, we're ready for you.
Cross-Examination by Mr. Janigan:

MR. JANIGAN:  Thank you very much, Madam Chair.

Panel, my name is Michael Janigan, and I represent the Vulnerable Energy Consumers Coalition.  I have some questions for you today, primarily associated with the residential programs and low-income programs that Union will be offering.

I've prepared a compendium for this discussion, and I wonder if I could have that marked as an exhibit, please.

MR. MILLAR:  K3.1.
EXHIBIT NO. K3.1:  VECC Cross-examination Compendium for Union Panel 2


MR. JANIGAN:  Thanks very much.  First of all, I'm going to deal with the home reno program.  If you could turn to page 2 of the compendium, note that Union has forecast participation of 22,000 in the home reno rebate program over the 2016-2020 period.  Am I correct on that?

MS. BROOKS:  That's correct.

MR. JANIGAN:  Now, this may seem a simple question, but when we say 22,000, are homes and customers the same measure?

MS. BROOKS:  Yes, they are.

MR. JANIGAN:  With respect to low-income customers, I wonder if you could -- I don't have it in my compendium, but I wonder if you could turn up Exhibit B, tab 2, schedule 1, page 26.  I'm looking at the definition of low-income customers that Union has used with respect to their programs, and I just want to make sure I've got it right.

Can that be brought up on the screen?

MR. MILLAR:  The reference again, Mr. Janigan?

MR. JANIGAN:  Yes, it is Exhibit B, tab 2, schedule 1, page 26.  That's the reference I have, and it deals with whether or not your definition is 30 percent of income going to shelter costs, or 135 percent of the legal cutoff.

MR. MILLAR:  Mr. Janigan, Exhibit B, I think is interrogatories so --


MR. JANIGAN:  No, Exhibit B.

MR. MILLAR:  Could you give us the reference one more time?

MR. JANIGAN:  I have to go back to my --


MR. MILLAR:  I don't know if anyone on the witness panel --


MS. LONG:  Mr. Janigan, is there a way that you could rephrase that question to get the definition of what low-income customers is, and then perhaps the witnesses can point to you a reference?

MR. JANIGAN:  Yes.  What is the definition of low-income customer that Union Gas has used with respect to its programs?

MS. BROOKS:  With respect to Union's low-income single-family home, we are looking at customers who are at 135 or greater LICO who reside in a community of 500,000 or more, and we've applied that rate across our franchise area.

MR. JANIGAN:  And the 30 percent of income towards shelter costs is not applicable, then?  Or is it an alternate definition?

MS. BROOKS:  Sorry, I'm not familiar with the term that you're referencing.

MR. JANIGAN:  Let me see if I can just find the reference.  Sorry for this -- I thought I had copied down my -- at the top of the page, it has Exhibit B, tab 2, schedule 1, page 26 of 100, the one on the right.

MR. MILLAR:  You're sure it's the Enbridge document, Mr. Janigan?

MR. JANIGAN:  It may well be the Enbridge --


MR. MILLAR:  Sorry, is it the Enbridge.

MR. JANIGAN:  It may well be the Enbridge document, in which case it's not applicable and the 135 percent applies.

I'm sorry for that.  I received that earlier today and I didn't think to -- that would be part of the other bit of evidence.

In any event, it's 135 percent of LICO.

Now, do low-income customers in single-family homes have access to the home reno rebate program, either historically or over the proposed DSM plan?

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

MR. JANIGAN:  Sure, do low-income customers, given your definition, in single-family homes have access to the home reno rebate program, either historically or over the proposed DSM plan?

MS. BROOKS:  Theoretically, any of our single-family customers who meet the eligibility criteria for the home reno rebate program would be eligible for that program.

However, we would be specifically targeting low-income customers with our single-family low-income offering.

MR. JANIGAN:  And I would expect that anyone who would be eligible in that category would be things like over-housed seniors, windowed seniors, seniors on a fixed income that have migrated from having full incomes to very reduced incomes in their old age, I would assume.

MS. BROOKS:  For the -- just to confirm, for the low-income single-family, yes, that would probably be an accurate characterization.

MR. JANIGAN:  Do you do any promotion of this particular program among seniors, for example?

MS. BROOKS:  So are you asking if we do a specific marketing technique for seniors in particular?

MR. JANIGAN:  Yes, in particular when you market the home reno rebate program.  I believe in my compendium -- my compendium page 4, it sets out the different elements of your program, the mass media promotion, targeted promotion, behavioural offering.

Are any of those specifically targeted to seniors?

MS. BROOKS:  Just to be clear, I thought we were discussing the low-income single-family program.

What we've outlined here on page 4 of the compendium would relate to the home reno rebate program.

MR. JANIGAN:  That's precisely what I was referring to -- and I want to back up, as I've perhaps confused you there.

I would assume that the home reno rebate program would -- and if low-income customers qualified, they would primarily be in the seniors bracket, would they not?

MS. BROOKS:  So the seniors in a franchise, yes, would qualify for our home reno rebate, assuming the home qualifies.  However, the goal would be to target them with our low-income single-family program if they were income-eligible for that program.

MR. JANIGAN:  Okay, I wonder if you could turn up pages 3 and pages 7 of our compendium.  We note that with respect to the home reno rebate, that rebates are available for completing energy assessments and implementing opportunities recommended from the D assessment, and I'm reading from page 3:

"The building envelope, air sealing, insulation, basement attic, and exterior wall."

And the products are the furnace, boiler, water heater, window, door, skylight.  And they seem to differ from the low-income home-weatherization program, which was the primary one which would be targeted for low-income families that all qualify in building envelope upgrades installed for free, including attic insulation, wall insulation, basement insulation, draft-proofing.  And in particular, windows, water heaters in the home reno rebate are not included in home weatherization.  Am I correct on that?

MS. BROOKS:  Yes, you are correct on that.

MR. JANIGAN:  And we note on page 29 of our compendium that the Synapse report has recommended that these additional measures be provided in the home reno rebate program; do you see that?  That are provided in the home reno rebate program should be included in the home-weatherization program.  Do you agree with that recommendation?

MS. BROOKS:  So I think part of the distinction that we -- that differs our considerations for the home reno rebate versus the low-income single-family offering is that in the case of low-income single-family we typically cover the full cost of the measures, where in home reno rebate we are just covering part of the incremental cost.

My understanding is that we have considered adding windows to the offering; however, we thought that the costs were prohibitive for us to move forward with that measure.

MR. JANIGAN:  So effectively what you're saying is it's the difference in the degree of contribution that's given to the program by Union?

MS. BROOKS:  I'd say it was a difference in the contribution that made different decision-making for each program, yes.

MR. JANIGAN:  Okay.  And back to the home reno rebate program, back to my initial concern:  One of the issues that was discussed in the program to provide support for energy bills for low-income was the fact that there was this considerable population of seniors that have suddenly fallen into another class of income.  They may not be aware that they qualify for a number of different programs that may assist them in meeting their energy needs.

I was wondering, have you considered that in relation to the home reno rebate program which, as you say, is primarily not targeted for low-income in the circumstance of these kinds of seniors?

MS. BROOKS:  Sorry, can you just clarify exactly what you're asking if we've considered for home reno rebate?

MR. JANIGAN:  Well, I think you've indicated the home reno rebate is primarily not targeted for low-income families' or single families' housing.

The problem that's been -- that's produced by a growing number of seniors and, as well, the difference in their income when they reach senior age, either because of being over-housed, being -- of -- widowed or being widowers or reduction in their income just simply on the basis of no longer in receipt of a full income, and they have fallen from what -- where they were, effectively, in terms of the income class, into an entirely different income class, and most of them have no contact with things like social agencies or the kinds of outreach that people who are -- been traditionally in low-income have been in contact with.  So they may not be aware of things like home reno rebate program, even though they may qualify for it.

Do you do any effort to contact those kind of seniors?

[Witness panel confers]

MS. BROOKS:  I would say that we do do extensive private market outreach for our low-income single-family program, so we do direct mailers out to customers who are residing in FSAs -- or forward sortation addresses, which is the first three digits of a postal code, to drive awareness of the low-income single-family program.

For home reno rebate in particular, I'm not aware of any specific marketing we do particularly to seniors.

MR. JANIGAN:  Do you target any of your programs to seniors or have any special marketing for seniors for any programs offered by Union in the DSM?

MS. BROOKS:  I do know that we do outreach in our low-income single-family program with different community partners, but I wouldn't be able to confirm if any of those are specifically targeted to seniors without looking into it.

MR. JANIGAN:  Okay.  I wonder if you could turn up in our compendium page 5, where Union provides the incentive level regarding measure rebates.

And again, if you could flip over to page 14, it's noted that Union indicates that it has not surveyed customers regarding its offering proposal and has not performed a robust assessment of potential participant levels with lower incentives.

My question is:  Without this analysis, how do we know Union has reached the right balance between cost and savings and customers are getting the best value for the dollars spent?

MS. BROOKS:  So I think the rebate values that we've put forward, we've drawn on based on the experience we've seen to date in terms of our uptake and our anticipated participation levels moving forward.  We've somewhat benchmarked the overall average savings -- sorry, the overall incremental costs that we're covering against other jurisdictions and put participation levels against those, which we've outlined in our plan.  There definitely are other jurisdictions who have much higher incremental cost coverage, so they may be covering up to, we've seen 70 or 75 percent of the costs.  However, when we did our analysis, in order to get to that level of incremental cost coverage, we would have to have a significant residential budget in order to balance that with getting wide participation.

MR. JANIGAN:  Thank you.

And this may have been covered with Mr. Poch yesterday in relation to our compendium, page 15.  Is this part of your undertaking with respect to the Synapse evidence to respond to the recommendations, or is this something new?  I could not find the undertaking that -- I think it was given to Mr. Poch yesterday concerning the Synapse evidence.

MR. SMITH:  We will be responding to this as part of that omnibus.

MR. JANIGAN:  Excellent.  Thanks very much.  On page 16 and 17 of my compendium, Union indicates that it considered a holistic low-income program, but did not include it in the portfolio of programs because it is a costly program as a result of the high incentives necessary for the market to respond.

Could you explain particularly that last sentence?

MS. BROOKS:  So the finding that we got through our analysis is that the overall program would not be cost effective for us to move forward with it.  So although we do have the leverage to go down to a .7 TRC threshold with low-income, the cost effectiveness of this offering was much lower than that and it made it prohibitive for us to move forward with it.

We also found that we would not be realizing a significant amount of more savings by moving are moving to this more costly program approach.

MR. JANIGAN:  Did you ever commit that to a formal analysis?  So for example, is it possible for you to undertake to produce that analysis along with estimates of any potential gas savings?

MS. BROOKS:  We can confirm that for you.

MR. MILLAR:  J3.15.

UNDERTAKING NO. J3.15:  UNION TO PROVIDE its ANALYSIS OF THE COST EFFECTIVENESS OF A holistic low-income program, WITH ESTIMATES OF POTENTIAL GAS SAVINGS


MS. LONG:  Just before you continue, Mr. Janigan, when you asked about the undertaking to respond to the Synapse report, my understanding of the undertaking given is that Union is going to state which recommendations they agreed to, and provide a little bit of explanation for the Panel.

But that is the extent of what the undertaking is?  You are not looking for anything more than that, are you?

MR. JANIGAN:  I'd also like to have them explain why they don't support the ones that they disagree with.

Is that part of the undertaking?

MS. LONG:  I didn't think that was part of the original undertaking.

MR. JANIGAN:  Is that a problem for --


MS. LONG:  I thought, on a positive front, you were going to say what you agreed to and why.  But I didn't think that it ran the other way.

MR. SMITH:  We were going to provide some brief context either way to be helpful.

MS. LONG:  Okay, that's fine then,

MR. JANIGAN:  That would be fine for me.  Thank you, Madam Chair.

I'd like to touch upon the behavioural offering that my friends have asked you some questions concerning.

In my compendium, on page 2, it indicates that once the program is up and running in 2017, Union plans to spend approximately $3.3 million each year to promote the program, and program participation is $300,000 annually.

Am I correct on that?

MS. BROOKS:  Yes, that's correct.

MR. JANIGAN:  And it is targeted to customers with consumption greater than Union's normalized average consumption?

MS. BROOKS:  That's correct.

MR. JANIGAN:  And as I understand it, that figure is 40 percent of residential customers consume greater than that figure.

MS. BROOKS:  Did you have a reference for that?

MR. JANIGAN:  I think it was in the same place, was it not?  On page 2, I believe.  It is on -- if you go to page 30 of my compendium, part (b) --


MS. BROOKS:  Yes, I see that.

MR. JANIGAN:  It indicates approximately 40 percent of residential customers consume greater than the residential average.

And what percentage of those are low-income?  Do you know?

MS. BROOKS:  I don't have that information.

MR. JANIGAN:  Okay.  You wouldn't know whether it's greater or less than the 22 percent that you identified as low-income elsewhere in the evidence?

[Witness panel confers]

MS. BROOKS:  We don't have that information available.

MR. JANIGAN:  Will low-income residential customers and seniors have access to this program, provided their consumption is greater than the Union normalized average consumption?

MS. BROOKS:  Yes, they would.

MR. JANIGAN:  Are there any marketing strategies that are targeted to either of those groups?

MS. BROOKS:  The premise of the program is that we would identify the 300,000 customers who reside within this pool, and they would be selected based on their consumption, not based on their sort of demographic profile.

So inherently within that, there would likely be seniors within that pool of 300,000 customers.  But we wouldn't be doing any anything specifically to identify that.

MR. JANIGAN:  I wonder if you could turn up in my compendium pages 20 and 21.  Here we're dealing with the general trends -- the customer trends associated with technology and online behaviours.

In this interrogatory, in part (d), you've indicated that Union's research indicates that 43 percent of customers have a low level of comfort using computers, and have privacy trust issues related to the internet, and generally have a low level of online activity.

It's also noted that the behavioural programs -- online portal will be made available to every residential customer in a digital format through an online portal.

Do you have any estimate of how many of Union's customers are likely to use that portal?

MS. BROOKS:  I don't have specific estimates on that.  But as we noted in our evidence, the portal will be available to any residential customer who wants to use that tool.

MR. JANIGAN:  If you are starting off with 43 percent of your customers are not comfortable with this kind of tool, it doesn't seem as if you're going to even reach a majority of customers with it.  Would you agree with that?

MS. BROOKS:  I would agree that there is a percentage of our customer base who is less inclined to use an online portal.

However, as I mentioned, it will be available to all residential customers, and we would encourage customers to use that tool.

MR. JANIGAN:  I understand that you're looking at integrating the content into My Account, Union's online account management tool.  How many of Union's residential customers utilize My Account?  Do you know?

MS. BROOKS:  Approximately 60 percent of Union's customers.

MR. JANIGAN:  And the cost for integrating the -- into the portal, the online portal, on page 22 of my compendium, I believe that's $450,000; is that correct?

MS. BROOKS:  A portion of those costs would be attributed to that.

MR. JANIGAN:  The integration of online -- you have 216 to 450,000.  Is that, you say, only a portion of those costs, or would that be the costs associated with that particular line item?

MS. BROOKS:  We would have to confirm, but I don't believe the full 450,000 is simply to integrate with My Account.

MR. JANIGAN:  Okay.  Would you undertake to advise me if that's different, if there's a different number?

MR. MILLAR:  J3.16.
UNDERTAKING NO. J3.16:  UNION TO ADVISE WHETHER THE FULL 450,000 AMOUNT OR A PORTION OF IT IS REQUIRED TO INTEGRATE CONTENT INTO ITS MY ACCOUNT PORTAL.

MR. JANIGAN:  Are there any gas savings being driven by the online portal feature of the behavioural program?

MS. BROOKS:  No, there are not.  We are not planning to measure those potential savings.

MR. JANIGAN:  And as I understand it, if we look on compendium -- in my compendium, page 25, Union indicates that the residential behavioural offering does not meet the TRC plus test in isolation, but the overall residential program exceeds the 1.0 TRC threshold requirements; am I correct?

MS. BROOKS:  Yes, that's correct.

MR. JANIGAN:  Did Union consider offering this program first as a pilot?

MS. BROOKS:  As outlined in our budget, there are significant startup costs in order to actually integrate the system and get the program platform in place, so we did not consider a pilot, because we felt when we are incurring those types of costs that we should have a full-blown program associated with it.

MR. JANIGAN:  Okay.  I wonder if you could turn up page 28 of my compendium.  And this deals with, first of all, the energy savings kit, and it sets out what are the contents of that kit and the fact that it's offered at no cost to the customer.

And on page 28 it notes that it's:

"...targeted to Union's residential customers living in detached, semi-detached, townhouses, and individual metered row townhouses who have a natural-gas water heater and furnace.  Each household is eligible to receive one kit.  This offer is not made available to Union customers living in high-rise buildings, multi-family buildings, or more than five units."

And it notes that on pages 26 and 27 with respect to a response to an IR from Staff 21, that -- and part (b) -- that Union processed approximately 690,000 ESKs from 2000 to 2014, and approximately 84,500 low-income single-family homes received basic measure treatment.

Can you tell me or -- what the difference is between basic measure treatment and the ESKs?

MS. BROOKS:  So they are the same measures.  However, in the low-income program we do also provide customers with a free installation of the measures.

MR. JANIGAN:  And the -- it notes that the ESK saturation rate is 79 percent.

Can you explain precisely what this -- what a saturation rate is?

MS. BROOKS:  That means that 79 percent of eligible customers have already received a kit.

MR. JANIGAN:  Okay.  And with respect to the 75,000 ESKs that will be processed between 2016 and 2020, how many will be going to eligible low-income single families, if any?

[Witness panel confers]

MS. BROOKS:  The basic measures, as outlined as part of the ESK, so the showerheads, thermostats, and pipe wrap for low-income customers, is actually part of our comprehensive low-income single-family approach, and it would be incremental to the annual 15,000 ESK target that we've outlined for this program.

MR. JANIGAN:  Okay, so the ESKs themselves would be not targeted to the low-income families; it would be part and parcel of another program.

MS. BROOKS:  Correct.

MR. JANIGAN:  Okay.  And how many homes do you expect to reach with that?  Did you say 15,000?

MS. BROOKS:  15,000 annually.

MR. JANIGAN:  Okay.  Final question with respect to the -- some of the recommendations on the Synapse report, but I think you will be -- you will be taking those up with respect to the reply to the undertaking, so I don't believe I need to ask any further questions of this panel.

Thank you very much, Madam Chair.

MS. LONG:  Thank you, Mr. Janigan.

Now, Ms. Brooks, I just had a question.  I'm trying to do the math here.

So you're saying, as I understand it, 75,000 kits between 2016 and 2020.  And 15 each year -- 15,000 each year to low-income families; is that correct?

MS. BROOKS:  We'll be doing 15,000 -- sorry, we'll be doing 15,000 annually, energy saving kits, to our residential customer base.

We also have a single-family program for low-income customers that is a comprehensive program that addresses different measures such as insulation, where we have also accompanied the showerheads and programmable thermostats into that offer.  I believe we're planning to reach around 1,300 low-income single-family customers annually, so they will also be eligible for those measures, so that would be the addition to the 15,000 outlined for residential.

MS. LONG:  Okay.  Thank you for that clarification.
Mr. Janigan is complete, so Mr. Brett, we are ready to start with you.

Cross-Examination by Mr. Brett:

MR. BRETT:  Thank you, Madam Chair.

Good afternoon, panel, my name is Tom Brett.  I represent the commercial building owners, and I have an initial preliminary question probably for you, Mr. Tetreault:  Can you confirm that the costs and the benefits of the DSM programs are allocated on a rate-class basis with the exception of the costs of low-income programs, which, as I understand it, are paid by all customers except by the low-income customers?

MR. TETREAULT:  Yes, I can confirm that, Mr. Brett.  The costs of the programs are ultimately allocated to rate classes; that's correct.

MR. BRETT:  Right.

MR. TETREAULT:  As you mentioned, low-income is done differently.  It is allocated to all rate classes based on approved distribution revenue.

MR. BRETT:  Right.  And as an aside, do the large customers, the T2 and 100 customers, pay a portion of the low-income?

MR. TETREAULT:  Yes, they do.

MR. BRETT:  Okay.  The -- Ms. Lynch, I -- what I've heard over the last while is that -- and this is by way of a summary -- that you're -- the program that you put together, approximately $68 million, you've endeavoured to put together a plan that would comply with the Board's guideline of the $2 per month rate impact on a residential -- per residential customer.  Is that fair as a high-level summary?

MS. LYNCH:  Can I just clarify, Mr. Brett?

MR. BRETT:  Yes.

MS. LYNCH:  That we are -- we're in compliance with the budget maximum as outlined by the Board, which in our case is just under $60 million.  And we have complied with the guidance around $2 per month for residential customer.

MR. BRETT:  So the 68 number, where does that come from?  Is that a number that you recognize, or is that -- it may just be something that I picked up inadvertently.  Actually, let's not worry about that.  That's not important to the thrust of my question.

Now, as you know, the Board, in setting out those guidelines in the framework, it did provide you with an option.  It did provide that you could come in with a proposal that exceeded the $60 million, and exceeded the $2 per residential customer, and it made the -- but you chose not to do that.  You chose to -- the Board said you'd have to make the case for it, right.

Now, why did you choose not to come in with a program which would have had a result on the residential ratepayer of more than $2?  What was your thinking on that?

MS. LYNCH:  When we looked at the budget guidance that was provided, recognizing that for us it represents a significant increase over the current budget that we have, and has us going from the 34 million to 60 million by 2020, we felt that that was an appropriate budget for us to build our plan to.

MR. BRETT:  Thank you.  I can't recall the 2016 number, but you mentioned you went -- you would go from 34, and that's your current budget level, like the 2015 budget level?

MS. LYNCH:  Yes, that's correct.

MR. BRETT:  And in 2016 -- you mentioned 60 million in 2020.  What would be the number in 2016, the proposed number for 2016?  In other words, what's the jump from the current budget of 34?

MS. LYNCH:  From the 34 we have 57 -- just over 57 million in our 2016 budget.

MR. BRETT:  And that's still your current forecast for 2016?

MS. LYNCH:  Yes.

MR. BRETT:  Okay.  Now, would you agree with me that that budget number, the 60 million -- and that's a 2020 number, correct?

MS. LYNCH:  The 60 million is a 2020 number, pre-inflation.

MR. BRETT:  Pre-inflation.  And with inflation, what would it be?

MS. LYNCH:  It would be just under 65 million.

MR. BRETT:  Okay.  So in other words, the budget is expense expanding from -- this is pre-inflation --57 million in 2016 to 60 million in 2020; correct?

MS. LYNCH:  Just for clarity, on pre-inflation we are going from 56 million to 59, post-inflation from 57 to just under 65.

MR. BRETT:  Thank you.  So you could characterize it, could you, as a fairly aggressive leap from '15 to '16, but then a more or less a very gradual expansion on an annual basis thereafter, something in the order of a couple of percent per year?

MS. LYNCH:  Yes, I would say our most significant increase is from 2015 to 2016.  I will note that the one our 2016 numbers, we do have an allocation related to the tracking and reporting system that we'll require, that is noted in our budget.

MR. BRETT:  Right, and that's sort of a one-off you're saying for 2016?

MS. LYNCH:  Yes, we're expecting that we'll incur those costs in that year primarily.

MR. BRETT:  Now, you'd agree with me, I take it, that -- let me put it another way.  Do you agree that that budget does not represent all cost effective DSM that you could garner at this time?

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

It's what we've considered in the budget guidance, and again with rate impact considerations.

MR. BRETT:  And you are aware, are you, that in the ministerial framework, in the Minister's directive to the OEB in March 2015, the Minister said that the DSM framework shall enable the achievement of all cost effective DSM?

[Witness panel confers]

MS. LYNCH:  Just for clarity, Mr. Brett, it is the ministry directive?

MR. BRETT:  Yes, it's the Minister's directive to the OEB.

MS. LYNCH:  Yes, I'm aware of the all cost effective, yes.

MR. BRETT:  Now, can you give me a sense of -- can you give me a sense of what would you do if you were asked to prepare -- this is a little hypothetical, but what would you -- if you were given a carte blanche to prepare a program that you felt was optimal within your capabilities -- I mean not totally off the wall or unreasonable, but within your current capabilities or capabilities that you could expand fairly readily, what would that level of budget be?  Have you given that any thought, relative to what you've submitted?

MS. LYNCH:  No.  We considered what we could do with some incremental funding, as we outlined in the sensitivity analysis in our plan, but we have not done it more broadly than that.

MR. BRETT:  Okay.  Now, your sensitivity analysis, I'd like to ask you a couple of questions about that.

What you did, as I understand it, and this is at BOMA 5, we asked you about this, and we asked you about what would be the impact, what would a budget look like if you had a $3 a month customer limit, and you said, well, that's sort of complicated.

But you came back then and explained your Exhibit A, tab 3, appendix G, the sensitivity analysis that you did do.

So I had a look at that and what did you there, as I understand it, is leaving aside the first of the three options -- I'm going to turn to the numbers in a moment, but leaving aside the first of the three options, which was the lower case than what you submitted, you submitted what I'll call your base case plus 5 million, and your base case plus 10 million; correct?

MR. DIBAJI:  That is correct.

MR. BRETT:  And what you concluded -- first, can I just clarify a couple of basic things?  The numbers that you used to show what the impact would be of base plus 5 and base plus 10, they were 2020 numbers; right?

MR. DIBAJI:  That is correct, that's the base case we used in 2020 with DSMVA.

MR. BRETT:  Sorry, it is 2020, unadjusted for inflation?

MS. DIBAJI:  It would be our 2020 number -- just let me confirm.  One second.


MR. BRETT:  If you want to look at the -- the numbers are on Exhibit A, tab 3, appendix G, and then you have three schedules, schedules 1, 2 and 3.   I'm looking at schedules 2 and 3, which are respectively the base plus 5 million the base plus 10 million.

MR. DIBAJI:  That is correct.

MR. BRETT:  And what I see here, if I look at schedule 2, which is the base plus 5 million and I look at rate M1, and I look over to column L, you show a $2.03 increase in the residential rate.  And really all I'm just trying to do is kind of anchor that in my mind.  That's $2.03 in 2020 over the current rate, effectively, the 2015 rate?

MR. TETREAULT:  That's correct, Mr. Brett.

MR. BRETT:  Okay, and I think we discussed this, Mr. Tetreault, in the technical conference a little bit, but I just wanted to make sure.  I took this a little further, and I wanted to make sure I had this right.

And then if you look over on the -- and now, sorry, one other question.  So the --


MR. TETREAULT:  Mr. Brett, sorry, before you move on, I need to correct myself.  You asked if the $2.03 was incremental, and I said yes.  It's not.  My apologies.  That is the -- it is not incremental above 2015 cost.  It is the total cost --


MR. BRETT:  Okay.  I'm glad you said that.  I made that mistake.

MR. TETREAULT:  My apologies.

MR. BRETT:  And that could have been disastrous.

So what is the 2015 rate that is comparable?  I think you said in the technical conference, or your colleague did, $1.92, but I could be stood to be corrected.

I just would like the -- sort of the base number.

MR. TETREAULT:  The $1.92, Mr. Brett, that you referred to, that is the 2020 DSM costs in rates for rate M1 based on our proposed plan, as opposed to the figures we were discussing earlier, which related to sensitivities around incremental spends.

MR. BRETT:  Okay.  I see, so when the Board sets out its guideline of -- and this goes to your point about incrementality.  I just want to make sure I understand this -- when the Board sets out its $2 impact of your -- what does that represent?  That represents a rate -- that represents a rate increase from something; right?

MR. TETREAULT:  It represents -- and this is discussed in the Board's framework -- I believe it's section 4, section 4.2 -- it represents the amount that customers are paying, the average residential customer is paying, every month for DSM, if you will.

MR. BRETT:  After the -- with the program, with your program.

MR. TETREAULT:  Yes, how much they're paying based on our proposed programs over the course of the DSM plan.

MR. BRETT:  Okay, and is that the same as the -- that's not the same as the 1.92.  What's the 1.92 then?

MR. TETREAULT:  It is the same.  The 1.92 is the amount in 2020 we would expect an average residential customer in rate M1 to pay for DSM based on our proposed DSM plan.

MR. BRETT:  I see, so those are -- so the 1.92 is an update of the 2.03, effectively, eh?  Oh, no, I'm sorry, I'm sorry, I take that back.  The 1.92 is based on your plan.  The 2.03 is the result if you do the plan plus 5 million.

MR. TETREAULT:  Yes, the 2.03 is based on the sensitivities that are outlined in Appendix G.

MR. BRETT:  So if I can --


MR. DIBAJI:  And, sorry, to make it a bit complicated, the 2.03 --


MR. BRETT:  Before you get it -- before you complicate it, I want to just understand Mr. Tetreault's remark.

What -- and I take your point.  I am fully aware that you want to elaborate here, but what I heard Mr. Tetreault say was that if I wanted to see the impact on a residential rate of 5 million more in the budget -- and this is -- I would take the 2.03 less the 1.92, which is approximately -- which is 11 cents.  Where do you want to go from there?

MR. DIBAJI:  Yeah, I'll make it a bit more complicated.  The 203 doesn't include the shareholder incentive that that rate would be collecting --


MR. BRETT:  If it included the shareholder -- I'm looking at -- this is rough mathematics here.  If you did include the shareholders' incentive, what would that 2.03 become?  2.04, 2.05?

MR. DIBAJI:  We would have to take that away --


MR. BRETT:  Right.  But --


MR. DIBAJI:  -- because we're going from 4.18 million at the 100 percent shareholder incentive to 10.45 million, so it is a substantial increase that may be attributed to those rate classes.

MR. BRETT:  Yes, but if I'm understanding the real -- the rough sort of arithmetic of your -- of how your numbers work, you have a -- let's say your current plan that you are proposing would be -- would have a shareholders' incentive of what, if you reached your 125 percent?  Approximately.

MR. DIBAJI:  If we reached the upper band?

MR. BRETT:  Yes.

MR. DIBAJI:  10.45 million.

MR. BRETT:  Okay.  So if -- 10.45, 10.45, and that's on a total program size of 60 million?


MR. DIBAJI:  That is correct.

MR. BRETT:  So approximately 18 percent, something like that, 17 percent?

MR. DIBAJI:  Correct, plus the DSMVA, the 15 percent overspend to get to the 125 upper band.

MR. BRETT:  Okay.  But those numbers -- those would -- numbers would be -- those give you a rough order of magnitude.  I'm not saying they would be identical at each of these incremental budget numbers, but they would be in the same range.  Presumably it is not going to change radically if you go from base to base plus 5 million and from base plus 5 to base plus 10; are you with me?

MR. TETREAULT:  Mr. Brett, if I can help, I'll give you a reference.  We're talking about the sensitivity analysis --


MR. BRETT:  Right.

MR. TETREAULT:  -- that is in appendix G of tab 3, so specifically we are looking at Exhibit A, tab 3, appendix G, schedule 2 --


MR. BRETT:  That's correct.

MR. TETREAULT:  -- and schedule 3.

MR. BRETT:  Right.

MR. TETREAULT:  And if we compare the amount -- and hopefully this helps, but if we compare the amounts in schedule 2 and schedule 3 that the average M1 customer, residential customer, would pay --


MR. BRETT:  Right.

MR. TETREAULT:  -- so that the difference there are the two sensitivities, plus 5 million, plus 10 --


MR. BRETT:  Right.

MR. TETREAULT:  -- excluding any DSM incentive, you're looking at an increase from a customer paying $2.03 cents a month --


MR. BRETT:  2.18?

MR. TETREAULT:  -- to 2.18.

MR. BRETT:  Yeah, right.

MR. TETREAULT:  So it gives you a sense --


MR. BRETT:  Yeah.

MR. TETREAULT:  -- for what that increment or a portion of that increment means to a typical M1 residential customer --


MR. BRETT:  Okay.  I agree with that, and that also ties in roughly with the first increment as well.

So what I'm getting at -- and I've only got one more little piece to this and then I'll move on, but -- so I'm trying to really answer my own question that I asked you in BOMA 5, and I think what I -- without -- what this says to me is that if the -- going -- sort of reversing this process, if the customer ends up -- would be paying -- residential customer paid $3, you're looking at something like a $30 million increase over and above base plus 10 million, in other words.  Do you follow that?  That's roughly six times 15, very rough numbers.

MR. TETREAULT:  Sure, I can accept that.  It would be a substantial increase in the budget.

MR. BRETT:  It would be.  But it's just, I wanted to get it on done on the record to give us some sense of proportion here.

Okay, so -- now, just -- you mentioned, Ms. Lynch, earlier on, you gave me a number on inflation.  What annual inflation -- and I'm sorry, I may have just not written it down, but what annual inflation factor are you factoring in for the increase in the program dollars and the -- well, on everything, I guess, in the -- that the 2 -- the numbers we discussed on rate impact, I think you said were not adjusted for inflation; right?

MR. DIBAJI:  In appendix G in the sensitivity analysis, no, they were not adjusted for inflation.

MR. BRETT:  All right.  Well, that's probably all I need at the moment.  That's fine.

Okay.  I'd like to talk to you for a little bit about the issues associated with measuring savings and, as you put it, the holistic approach to the program that you're seeking, and I think the place to start, I'm going -- is BOMA 23.

All of my questions are going to be teed off BOMA interrogatories, so if you bring up 23, what we asked you in 23 was, you know, given the direction from the OEB that they would like to see evidence-based programs as much as possible, based on detailed customer data, as we understand it, you're performance-based programs -- let me be clear, because performance-based programs can mean a lot of different things to different people.

The programs that you have for which you intend to measure your actual savings represent -- I think we had here a number of about 2 percent of the total program budget, and we asked why that number was so small.

And you came back and you really, with respect, I don't think you answered the question, and I'm going to ask it to you again now.

I guess the first question is on a general level.  When you talk about something taking a holistic approach, which I take it to mean a comprehensive approach to either the building, or the factory, or the residence, it is a concept that's related to some extent to measuring savings, is it not?

Because what you're trying to do when you measure the savings, the actual savings, is you try to get -- you're trying to get an idea, are you not, of the total impact of all of the measures taken together, relative to what the consumption was in the base year?

MR. GOULDEN:  I think that's true, Mr. Brett, as is appropriate.

MR. BRETT:  All right, let's go into that because -- but before we argue about what's -- not argue, before I ask you about what's appropriate, I want to just make sure that I understand which of the programs that you have are programs in which you measure savings.

Now, as I understand it -- and correct me if I'm wrong -- the first one is the SEM program.  You are going to measure the savings in the SEM program, as I understand it, year over year, year by year, is that correct?

MR. GOULDEN:  Yes, using metered data.

MR. BRETT:  Those are metered data.  All right.

Now, on the other hand, as I understand it, your prescriptive -- well, let's stick with any other programs that you propose to measure data for.

Now, in the answer to BOMA 5 -- sorry, BOMA 23, you say, "Some commercial-industrial custom projects."  Now, is that the same as the SEM?  Is that the SEM, or is that a different group?

MR. GOULDEN:  No, that's not, Mr. Brett.  It might be actually helpful if I could turn you to our response topic 2, Staff question number 2, where we've provided a bit more detail.

What we were referring to there, Mr. Brett, was with regards to that portion of custom projects where it's appropriate to use metered data.  In many cases of course, it's not; but in some, it is.

So to summarize sort of the buckets where we're using metered data, it would be the smart -- strategic energy management or the SEM program as you referred to.  It would be the RunSmart program and it would be some portion of our custom projects where it's appropriate to do so.

MR. BRETT:  Now, these custom projects are -- these are C&I projects?

MR. GOULDEN:  They are C&I projects, they could be low-income custom projects, they could be large volume custom projects -- but they are the custom ones, yes.

MR. BRETT:  I see, so you're saying, really for some of the -- let's take a C&I project.  I don't know, you could give me an example of not an SEM project but a commercial-industrial project that's -- let's put low-income to the side for the moment.  


What would be a case where you would consider it to be appropriate, and actually where you've used -- more importantly, where you have used -- where you have measured savings?


MR. GOULDEN:  So where we might measure savings, Mr. Brett, is in the case of a custom project where there's only one thing that's changing in the plant that we have a project for.

So, for example, the customer is a production facility, their production is pretty stable year over year, and they're making a significant change to a product line with respect to some energy savings measures.

In that case, it might be appropriate to use metered data because, of course, the baseline data would be static, is a term I used this morning with Mr. Shepherd.  It would be -- it would not be affected by any other variables, and consequently, it would be appropriate to use metered data because you could actually be able to demonstrate the savings.

That's a good example.  To complete my response, a not so good example where this sort of analysis is not appropriate is if you take another type of customer, where they're doing a plant expansion or they're making some significance changes to their process, then if they're doing a plant expansion and at the same time they are putting in some energy savings measure, then the static baseline, or this ability to have metered data which reflects the before case would, in fact, be -- not clean with respect to what the changes would be after the metered -- the metered data after the change takes place, because there are too many variables have occurred.

MR. BRETT:  All right.  Now, in the case of our clients who are largely, and I -- your example is -- well, never mind your example for the moment.  It is a complicated story, your example.

But most of our clients are large buildings; shopping centres, large apartment buildings, mid-size -- not apartments, commercial buildings, as you know, mid-sized, all sizes really, and institutions as well, hospitals, government buildings.

Now, for most of these customers, you -- assuming that you have a reasonable baseline, and I think you talked to Mr. Shepherd this morning about someone who hasn't made a major change in his energy consumption system or introduced a new system in the last 24 months -- whether 24 months is the right amount of time or not I'll address in another context -- but assuming you've got a reasonable baseline, which I would suggest you do in the commercial sector very often, then it would follow to my way of thinking that you would want to measure -- would it not follow that -- following your own logic, that you'd want to measure the savings, have metered savings and pretty well all of your retrofit projects?  In other words, what you want to find out, is it not, is the before and after situation.

And is that not the case?  You want to -- particularly, if you -- let's say you want to introduce a number of different measures as part of the retrofit package.  You may have some changes in best practices, you may have some new boiler equipment, a new control system.  You may have some modifications to existing boiler controls, whatever.

But what you want to get, I would have thought -- and I would ask if you would agree -- is that you want to get the overall impact of all of these things happening together, because they're all parts of the retrofit project that you have caused to happen, ideally, and which you are incenting.

Now with that backdrop, why would you not want to, for your own purposes, measure your savings, measure the savings?

MR. GOULDEN:  There are a couple of things that are underway, as you may be aware, Mr. Brett.

One is, in fact, the pilot with the TRCA and the IESO that we've referred to at Exhibit A, tab 3, page 9, which is just that.

The other is really -- you're a great salesman for our RunSmart program, because that's exactly why we have the RunSmart program.  It is intended for those commercial customers that are greater than 50,000 cubic meters, and you've described very well what that's all about, so that's a very good example of a program we have which is directly related to the metered savings.

MR. BRETT:  So you're moving in that direction, I guess is what you're saying, with the RunSmart program.

Let me ask you to turn up BOMA 16 for a moment.  BOMA 16 -- and I actually -- in BOMA 16 we asked you about the interactive affects:

"How does Union account for interactive effects with multiple prescriptive measures are used in a given project?  Prescriptive incentives are based on savings per measure in an average typical situation.  Has Union done any research on the frequency with which the deemed savings are less than or more than the actual savings in a particular situation?"

And in the -- I think in the answer I believe you gave, you talked a bit about, in your answer, about prescriptive savings and how the estimates for prescriptive savings are developed, right, by third-party experts?

MR. GOULDEN:  That's correct, that's part of --


MR. BRETT:  And then you went on to talk about -- you went on to say -- and I think -- I believe you told me this in the technical conference that -- but I'll ask it again to be sure:  While you've had the prescriptive savings input assumptions and output assumptions done by third-party experts, as I understand it, you haven't actually studied a sample of these projects where you have used various prescriptive measures to ascertain whether the actual savings correspond to what your prescriptive values would indicate.  I think, Ms. Lynch -- correct me if I'm wrong -- but you agreed to that in the technical conference.

MS. LYNCH:  Yes, that's correct.

MR. BRETT:  Okay.  And so you did say -- I talk about this pilot project that you have -- sorry, I have another question before I get there.  And it's to me at least an important one.

Part of your answer in BOMA 16 was -- and I don't -- let me just make sure I see it here.  Yes, it is the last sentence in the answer.  It says: "This includes", in other words, "this" being the practice of making these -- of having people make estimates of what these various retrofit measures would generate in savings:

"This includes the best practice industry principle, which was in an aggregate portfolio level the actual savings both below and above the average will balance out."

And, I mean, my understanding -- do you have a basis for that statement, or is that more a, what I'll call a -- it may be industry-conventional wisdom, but I take you don't have a study that demonstrates that they balance out?

MR. GOULDEN:  I think what we were referring to there, Mr. Brett, is in terms of the process we follow for prescriptive input assumptions and determination, that's a typical best practice.

MR. BRETT:  Sorry?

MR. GOULDEN:  That's a typical best practice, so you're making -- you're reviewing the input assumptions in a transparent manner.  Part and parcel of reviewing those input assumptions and making a determination of what the savings are is the fact that they are -- in some cases the savings will be a little bit bigger, in some cases the savings will be a little bit smaller.

MR. BRETT:  Yeah.  But of course -- not of course, but you haven't actually measured those savings to compare them?  I think that's the same question I asked.

MR. GOULDEN:  No, we haven't, but again, it is an industry best practice to approach that in that manner.

MR. BRETT:  Okay, and those -- just as a matter of record, I guess, those industry -- those assumptions or input assumptions are -- they're approved by the Board, are they, from time to time?

MS. LYNCH:  Yes, that's correct.  We do a regular filing of our input assumptions.

MR. BRETT:  Right.  Now, on the pilot project that you were doing, you described with IESO and with -- sorry, Toronto -- Toronto Conservation Resources Board, TRCB -- I have probably got it backwards -- can you give us a bit more of the flavour of that?  How is that working again?  Where are you with respect to that?

MR. GOULDEN:  Sure I can.  The pilot that I'm referring to, we reference on Exhibit A, tab 3, page 9.  It is a joint energy conservation pilot project which involves the IESO, as well as the Toronto Regional Conservation Authority, and it is also involving the electric gas and water utilities in the regions of Halton Hills, Milton, and Brampton.

And really, what we're trying to do is we're trying to compare utility, so energy and water use for similar types of buildings to really understand what the differences with regards to those buildings and what the potential savings are.

So we're using it -- we're participating in this project because what it will allow us to do is to have real data in order to compare sort of how they might -- how there might be variability amongst those buildings.

It started in March of this year, and it will -- it's a three-year program.

MR. BRETT:  Could you tell us how many buildings are involved and what type of buildings, roughly?

MR. GOULDEN:  We're hoping to enroll up to 150 buildings, and they would be commercial-type buildings.

MR. BRETT:  Commercial?

MR. GOULDEN:  Yes.

MR. BRETT:  So you are still in the -- you're in the formative stages -- or the initial stages of this project at this stage?

MR. GOULDEN:  Yeah, too soon for results, but we're making good headway.

MR. BRETT:  Okay, and this is being paid for, in part, by Union, and does that -- does this come from your commercial -- your C&I portion of your budget, your DSM budget?

MR. GOULDEN:  It's part of our research budget, Mr. Brett.

MR. BRETT:  Which is part of the DSM budget or...

MR. GOULDEN:  Yes, it is.

MR. BRETT:  Yeah.  All right.

Now, I just wanted to confirm something.  The -- I want to ask you another question.  I asked you the same question at the technical conference, but I've been thinking about it a little more, and I want to just get it on the record here.

You've limited the RunSmart program to one year, as I understand it, and I think your initial -- is that correct, first of all?

MR. GOULDEN:  Yes, that is correct.

MR. BRETT:  And why do you limit it to one year, in the sense that, would you not expect that, given what you're trying to accomplish there, that it's sort of a multi-year effort to gradually bring a building's management and energy-efficiency awareness up to a, you know, a significant level to get a significant improvement?  Is it not difficult to do that in one year?

MR. GOULDEN:  We described the details of the RunSmart offering at Exhibit A, tab 3, appendix A, starting at page 54.  And to your question, Mr. Brett, our intention with regards to the RunSmart offering is really to -- to misuse a term, I guess, it is really to apply the recommissioning principle to commercial buildings, and by recommissioning what I'm referring to is, buildings get built and then the commissioning part is to make sure that they run as they're supposed to running.  The recommissioning process is at some point in their life, it's going back and making sure that those buildings operate appropriately


So our thinking with regards to the RunSmart program is, we're going to take a sort of a recommissioning approach, and consequently we've limited it to what happens in the 12 months after you've gone through the walk-through, you've made your changes, and  you see sort of what happens.

Now, to your question about sort of life, with regards to the incentive levels, we've actually got an increased incentive for larger savings, and that's over the page on page 55.

So what that's intended to do is first of all -- it is quite specifically intended to incent our customers to do more sooner as part of this recommissioning process, so that's why it's a 12-month program.

MR. BRETT:  So do you intend -- thank you.  Do you intend to measure -- you said you were going to measure the savings, so how long do you anticipate measuring the savings?  Are you going to --


MR. GOULDEN:  So the customer will sign up for the program.  We will get a baseline based on their current consumption.  They will then do what they do and we will measure, over the next 12 months, what that does their consumption.

MR. BRETT:  Okay.  Have you thought about measuring for longer than 12 months to see what the persistence of it is and, you know, whether or not the customer sticks with its good intentions?

One of the findings from the BOMA Best program, which I think was a pioneer in this area -- that is to say our clients pioneered this pretty much on their own, I think -- was that very often, there's an initial surge of interest.  Things get done and then the enthusiasm lags.


So the -- there are some of these other programs, like BOMA Best continued to measure the impact for several years, to ensure that they were getting a consistent performance.

Have you thought about that problem and how you might deal with that?  Or do you have another program that would look at that?

MR. GOULDEN:  We haven't really thought about that problem, Mr. Brett.  Our intention was really to determine what's actionable from a customer perspective in the first year.

MR. BRETT:  That's interesting, because our sort of knowledge, or our view, I think, from what we've heard from our clients is that the industry best practice is an ongoing recommissioning or continuous recommissioning; they're the phrases they use.  In other words, they keep doing this year after year after year.

MR. GOULDEN:  My only response to that, Mr. Brett, is our intention was increase the number of participants that haven't previously participated.

So to the extent we had a deeper program, it would presumably be -- in other words, a more significant program level and a longer term program, it might actually limit how many other people we could -- customers we could incorporate.  So there is a bit of a balance in that regard.

MR. BRETT:  I agree, there is always that issue, particularly if you're constrained by budget, if you have budgetary constraints.

But I wanted to ask you, just while we're on this, because this question applies to two or three of the programs, and you talked about it with Mr. Shepherd this morning in the context of the SEM program.

But I take it that a party that wants to enter your pilot program -- let's stick with RunSmart -- with the RunSmart program, he doesn't have to be an entity that has never done any energy efficiency work.

In other words, let's take a simple example.  Two years ago, a building owner replaced an old boiler with a high efficiency boiler.  He didn't do anything else; didn't touch his controls in any sophisticated manner, didn't deal with lights, or any of the other things, but he did fix up a -- make his boiler -- picked a more efficient boiler.

Now, would that disqualify him from entering RunSmart?

MR. GOULDEN:  So as Mr. Shepherd and I talked about this morning, the language that I used was "never participated", and that was not the appropriate language.  It was actually "haven't participated" in a Union Gas DSM program in the last 24 months.

The intention for that is really again to get the static baseline.  So in the example that you've identified, they wouldn't be excluded because they might have been active in the past, but again they had a clean history whereby we can then compare the impact of this program.

MR. BRETT:  Thank you.  So that test applies then to different programs -- let me be more careful.

It applies to RunSmart as well as to SEM, the 24-month condition?

MR. GOULDEN:  That's correct.

MS. LONG:  Mr. Brett, you moving on to a new area here?

MR. BRETT:  Sorry?

MS. LONG:  I'd like to take our afternoon break.  Is this a convenient time?

MR. BRETT:  I am going to another area, yes.

MS. LONG:  Okay.  So why don't we break until -- the panel has something to deal with, so 3:30.
--- Recess taken at 3:06 p.m.

--- On resuming at 3:35 p.m.

MS. LONG:  Mr. Brett, are you ready to continue?

MR. BRETT:  Yes, I am, Madam Chair.

MS. LONG:  Thank you.

MR. SMITH:  Before we do that, if we could, we have the -- we've handed up the answer that was requested in advance of the Board putting their questions to our panel.

MS. LONG:  Oh.  Thank you very much.

MR. BRETT:  Panel, I'm going to move to a topic of collaboration with electrics, between gas and electrics, for a few questions.

Ms. Lynch, you probably -- you're well aware that in both the Minister's directive that we discussed a while back and in the framework of the Board, the Board's framework in December, they both emphasised the importance of making efforts to collaborate and coordinate with the electric utilities and the OPA; right?

MS. LYNCH:  Yes.

MR. BRETT:  And I noticed from in particular reading the Minister's directive that he talked about two different benefits, achieving efficiencies, and the convenience of integrated programs; is that your understanding, as well?

MS. LYNCH:  Yes.

MR. BRETT:  And in the Board's -- in the framework, the Board had a number of things to say about this, but at page 35 in the final paragraph on this subject, I just read a couple of sentences here, after they discussed the benefits in the earlier part of the section they say:
"The Board expects that gas utilities will provide specific evidence showing how the elements of each of their proposed programs can be integrated with electricity CDM programs and coordinated with electricity distributors and/or the OPA."

Then they went on to say what they would liaise with the OPA to address these issues.

So it appears that the regulator and the Ministry are serious about trying to further this kind of coordination; right?

MS. LYNCH:  Yes.

MR. BRETT:  Now, in the case of your views of how this would work, how -- do you see the issue of coordination in terms of underlying philosophy, you know, target, budgets, accountabilities on the one hand, I suppose, program development, program implementation and deployment?  Are these factors that you would see as important parts of this, or are there others that you care to add?

MS. LYNCH:  I certainly would say this will be an evolution in the approach.  We have -- and I think one of the key areas for us is really around the programs and ensuring that we're having those discussions.  We're looking at alignment opportunities.


That's one of the key parts for us in joining the working groups that are specifically looking at the structure of the CDM programs going forward, and we've joined those so that we can have the discussions of how we can work together and what opportunities make the best sense.

MR. BRETT:  How many working groups are there, to your knowledge?  And what are they, I guess?  What are the topics that they cover?

MS. LYNCH:  There are four working groups right now, and I'll talk about the working groups and then I'll talk about the overall committee too.

There is a residential working group.  There is a non-residential working group, marketing and sales, as well as data and reporting.

MR. BRETT:  What was the last one, sorry?

MS. LYNCH:  Data and reporting.

MR. BRETT:  Okay.  And are you on all four of those?

MS. LYNCH:  I'm not on those --


MR. BRETT:  I don't mean you specifically, but...

MS. LYNCH:  We have people on three of those committees.

MR. BRETT:  Right.

MS. LYNCH:  So we are represented on currently the residential, the non-residential, and the data and reporting.

The marketing and sales is a new area and -- a newer working group, and Enbridge has put somebody on there for the initial establishment of that group and determined their mandate, and we would just monitor that.

I myself do participate in the Conservation First implementation committee with the IESO, as well as a group of LDCs, and that's really the group that's overseeing the working groups and the implementation approach, so all of the working-group proposals and that will come up to the committee.

MR. BRETT:  So the Conservation First implementation committee is convened by the IESO, but you have your -- the utilities are on it, you're on it from Union, Enbridge would be on it, and, what, a number of the LDCs would be on it as well?

MS. LYNCH:  Yes, that's correct.

MR. BRETT:  And you mentioned -- I believe it's in the Board's framework that they mention one of the areas that they thought would be eventually -- I don't know whether they use the word "eventually", but I'll use it, but amenable to joint implementation was mass-marketing programs; is that right?  I recall that.  I may -- my memory may have failed me here, but let me just see.  Yes, this is at -- sorry, I should give you a reference here.  Page 35 of the framework, the second paragraph:
"Some strategic program areas that may be beneficial for the gas utilities to pursue..."

This is the Board speaking:
"...coordinated and integrated efforts with the electricity CDM programs include the design and delivery of low-income and market-transformation programs, mass-market programs, and home-building retrofits."

Now, these are suggestions, they're not -- but that would tell me that -- would you expect to be on this marketing and sales group at some point?

MS. LYNCH:  As I looked at the framework, I looked at mass-market programs being province-wide programs, so I would think that we would see that largely through the working groups --


MR. BRETT:  Right.

MS. LYNCH:  -- themselves.

MR. BRETT:  That's what I meant, that you'd have a -- the two utilities covering the province would have membership on that working group at some point.

MS. LYNCH:  Yes, and there's certainly expected to be interaction between the working groups themselves, so that's where there's part of the determination of how they will work together to leverage the experience that they have.

MR. BRETT:  Yes, now, the -- this is the -- excuse me just a moment.

This is not -- sorry, I've lost my place.  Sorry.  Maybe a preliminary question.  This is not a simple problem, Ms. Lynch; right?

MS. LYNCH:  Correct.

MR. BRETT:  And in our question 8, BOMA 8, we asked:
"What are the barriers that are impeding strong collaboration of natural gas DSM programs and electric?"

The answer came back that listed five of them, and I'd like to discuss those for a moment.  And the answer was:
"The barriers that are impeding collaboration are the number of electric LDCs in Union's franchise area; second, timing of plan approvals; three, budget levels; four, program alignment and differences in areas of focus; and five, funding available for collaboration and pilots, specifically."

Collaboration and pilots.

So what about the first one?  What I'd like to ask you is, what is your -- given that you've identified these as barriers, what is your approach to trying to resolve these barriers?  So in the case of the first one, what is your strategy going forward?

MS. LYNCH:  Certainly for the number of electric LDCs, certainly we have quite a few in our franchise area.  So what we've started with initially is having discussions with the larger LDCs to talk about some key areas, and then we would progress from there.

MR. BRETT:  Okay, and you've had some of those meetings already?

MS. LYNCH:  Yes, we have.

MR. BRETT:  Okay.  And what about the -- what about the timing of plan approvals?  First of all, could you tell us what that is, what is meant there and --


MS. LYNCH:  Yes.  So at this point obviously, we're in the process of seeking approval for our plan and, at the same time, the LDCs -- electric LDCs in the province had to file their plans by May 1st.

MR. BRETT:  Right.

MS. LYNCH:  There are some that filed before and sort of up until that date, and they're in different stages of going through their plan approvals at this point.

MR. BRETT:  And they have to be, as I recall -- do I recall correctly that the OPA or IESO were supposed to sign off on those by August?  Or was that optimistic?

MS. LYNCH:  I think generally that was the target, but there's elements of depending on whether there's back and forth in the approvals process.

But I think there has certainly been a considerable number that have been approved recently.

MR. BRETT:  As far as you're aware, have some of the larger ones been approved, or have all of the larger ones at least filed their plans?

MS. LYNCH:  As far as I'm aware, yes.

MR. BRETT:  Okay.  Now, could you move on to the -- so, just staying with that for a moment, once you're all approved -- and it looks like you might be getting approvals in the same timeframe -- then you have both got the green light to proceed, is that the point?  You need to have everybody with approvals before you can move forward?

MS. LYNCH:  Yes, I would say -- but there are certainly elements that we're working on now, and will continue to work on.  But certainly having plan approvals will be important.

MR. BRETT:  Now, what about number 3, budget levels? What's meant there, first of all?

MS. LYNCH:  Certainly, there's differences in the budget levels as they're set and part of -- let's say budget levels also links to the fourth on the program alignment and differences in areas of focus.

That's one of the key things that we certainly need to understand as we're looking at those that we're looking to collaborate with, is where are they primarily focused in their plans; where are we primarily focused in our plans.

For example, certainly we have a very extensive low-income program, and I would say that's -- that's certainly an area that we're considering from a collaboration perspective.  But there isn't as much funding been allocated to that on the electric side as we've seen so far.

But again I think that's still in progress as their plans get approved.

MR. BRETT:  And your assessment would be there that you're further along, your low-income programs are further along, more fully developed and more fully financed than the electric low-income programs at this stage?

MS. LYNCH:  I'd say they've been different.  I just -- I think our relative proportion of budget allocated to low-income is higher for --


MR. BRETT:  Just going back to budgets, when you talk about budget levels, what is that?  Is that budget levels of the gas utilities and budget levels of the electric utilities, or the OPS/electric utilities that --


MS. LYNCH:  It's the overall budget levels for -- like on CDM and DSM.

MR. BRETT:  The point being, I guess, that combined heft of the OPA and the LDCs, the budget levels there that have been allocated by the OPA are much larger than the budget levels that have been allocated of the electric and gas utilities, is that correct?

MS. LYNCH:  Yes, it is larger.

MR. BRETT:  The program alignment and differences in areas of focus; you gave the example of low-income.  What about an example where the reverse is true, where the electrics would appear to have -- I mean, there are obviously some areas, I guess, where they're more directly involved because of the nature of the technology and the relationships.

But could you give an example there?  Anything come to mind?

MS. LYNCH:  Certainly, there -- they will have a significant focus in the commercial-industrial area.  CHP, in particular, is one area that we expect that there will be quite a bit of focus.

MR. BRETT:  And they've had the -- as I recall now, distributed generation has been -- up to 10 megawatts has been classed as an energy efficiency technology, right?

This is in -- I don't know whether you're aware of this and perhaps it's -- this is found, I believe, in the Minister's directive to the OPA, now the IESO.  In that directive he defines certain technologies as energy efficiency technologies.

MS. LYNCH:  Yes, I can't -- the specific threshold I'd have to confirm.

MR. BRETT:  Okay.  Now we're sort of interested in this last one because it can be quite important, it seems, in some cases, funding available for collaboration and pilots.

What's the -- what is that?  I mean, I see what it says.  What's meant by it?  Could you just elaborate a bit more?  Like what's -- where is the problem, essentially?

MS. LYNCH:  I would say this is an area that as we're looking to collaborate, there are pilot opportunities that have been identified, and we've often been asked to fund portions of the pilots as part of the collaboration, so -- and there is a fund through the IESO that can be applied to by the electric utility.

MR. BRETT:  The energy conservation fund, or another fund?

MS. LYNCH:  There is collaboration fund as well.  So in looking at that, one of the pieces that we've included in our plan is a specific item around pilots, and just if I can direct you to Exhibit A, tab 3, page 6, we've identified in 2016 and 2017 a pilot budget of $1 million, and then 500,000 for the remaining years of our plan.

MR. BRETT:  So a total of two and a half million or three million, I guess, all together?

MS. LYNCH:  Three and a half million, yes.

MR. BRETT:  And that's a portion of your -- that's part of your plan now?

MS. LYNCH:  Yes, we certainly see that that will be a key component for us.

MR. BRETT:  Yes.  Okay, the -- so basically, is it fair to kind of characterize this -- you've got the Board setting out in a framework what they would like to see, and reading your plan at the moment, I don't see a lot of specific evidence on how the elements of each of your plans' programs can be integrated with electricity CDM programs and coordinated with electricity distributors.

First of all, is that -- am I right in not seeing very much of that?  And secondly, is that just a function of the fact that it's -- it's early days on this?

Maybe I missed something on this.  I mean, I've got the part about attendance at meetings and planning activities, and I was -- I'm looking for more specific descriptions of how you would deal with integration in each of your program areas.

MS. LYNCH:  Mr. Brett, if I could point to you Exhibit A, tab 1, appendix C.

MR. BRETT:  Yes.

MS. LYNCH:  More specifically, on page 3 is where we've identified some potential areas for collaboration by offering in our plan.

MR. BRETT:  Okay.  Thank you.  That's -- that's helpful.  I missed that.

Okay.  I'd like to talk for a few minutes on infrastructure, and as you know, again, both of the Minister's directive and the Board's framework talked about the importance of essentially ensuring that going forward CDM is being looked at as an alternative to new distribution infrastructure.  Would you agree with that, that that is an area of emphasis now?

MS. LYNCH:  Yes.

MR. BRETT:  And historically, would you agree that at least initially it was not an area of emphasis?

Well, if we go back to the very beginning, 169 -- EBO-1693 -- and I don't expect you have that case in front of you, but it's -- were you aware that in that -- at the very -- in the first hearing when the Board first mandated DSM programs, that the Board did talk about -- they did talk about that it is expected to proceed with a review of the utility supply side policy's activities and expenditures, as well as the current policies of system expansion to confirm that these are consistent with least-cost planning principles; were you aware of that?

MS. LYNCH:  I am aware of that.  Certainly when these requirements came along we did go back and look at what was originally outlined.

MR. BRETT:  And I don't know -- it kind of went off the table, it seems, for a while, but it's come back; right?

MS. LYNCH:  Yes.

MR. BRETT:  And so the question is, those were -- I mean, they're fairly strong, clear statements by the Board and by the Minister.

Now, the utilities were asked, as I understand it, to set out a -- by the Board they were asked as part of this plan to set out a framework for a study to be done on this subject, and I believe that -- I think this was -- I believe we talked about this briefly in the technical conference --and also a transition plan or a draft transition plan; correct?

MS. LYNCH:  Yes.

MR. BRETT:  And I don't -- to be frank, I don't see in your evidence, and I've looked at your -- I think it's A1, tab 3, Appendix D -- I've looked at your -- what you did file, and I don't see there a -- I don't see there a draft framework for a study.  I see a -- I believe I saw a one-page sort of table of contents, and as you know, I'm sure, Enbridge filed a Navigant outline of a ten-page outline of a study, and they filed a brief transition plan.

I don't see either one filed by Union.  Why didn't Union also file something more detailed than they have?

MS. LYNCH:  I think you'd referenced, Mr. Brett, Exhibit A, tab 1, Appendix D.

MR. BRETT:  Right.

MS. LYNCH:  Which was a preliminary scope of the issues that we intend to study.  We did not include a transition plan because we felt it was preliminary for us.  At this point we wanted to initiate the study and use those learnings to outline a transition plan.

MR. BRETT:  Okay, and you confirmed that you did not provide a scoping study for the eventual study that would be done in the manner that Enbridge did?  Perhaps -- it may be that you were -- are you -- were you basically accepting the Enbridge outline?  Because we did speak about, I think, at some point in the technical conference the idea that there would be one study, rather than two, or have I got this -- or was that another study?

MS. LYNCH:  The potential study, maybe it was the specific one where we talked about, there would be one study completed.

Certainly we've had some discussions with Enbridge on our approach here, and we would expect to follow, you know, a similar methodology, but...

MR. BRETT:  Okay, but you're not accepting the Enbridge outline as your outline at this moment, at this time?

MS. LYNCH:  That's right.

MR. BRETT:  Okay.  So you still have a -- you intend to file something in the next -- kind of a scoping document for the study that you propose to carry out?

MS. LYNCH:  We intend to develop that as we're looking to confirm the RFP that we will issue for the study.

MR. BRETT:  Okay.  Would that be something that you would circulate or get intervenor or stakeholder comment on?

MS. LYNCH:  Yes, and then -- I won't pull it up, but we did indicate it in IR that we would utilize the DSM consultative.

MR. BRETT:  Okay.  Well, that's a segue into the last topic I wanted to deal with.  And that is the consultative process, and I want to ask you just a few questions and have you elaborate on the DSM consultative process that you were using, but particularly in relation to evaluation of results of programs, because my understanding is that you've -- I mean, we do have some new information, I guess, coming down the pipe today or Monday or something, but even looking at the current framework, I'd like to take you through a few -- I'd like to take you -- ask you some specific questions.


But before that, as a general matter, could you just make a comment on, from your point of view, how you -- what is the importance of your general consultative process, and also the consultation that takes place specifically in the context of program evaluation?

MS. LYNCH:  So as a general consultative, we use that process to discuss items like our plans or results, discussions on program designs, on the valuation process.  If we're speaking of sort of the technical evaluation committee, we use that to prioritize projects that -- and complete projects that would be completed -- or that would be done for evaluation.

MR. BRETT:  Now, do you -- let's take, say -- what I'd like to get from you is what your -- if you could mention or assess the role of -- or really state for the Board and for us the role that intervenors and stakeholders play in these discussions, because my understanding is that the role is quite large, but that it may not be fully understood.

So for example, when you deal with input assumptions, and the technical resource manual idea, is it fair to say that these were initiatives in which your stakeholders had a fairly significant input?

MS. LYNCH:  Yes, those are key pieces of work that have been done through the technical evaluation committee that does have three intervenor members on it.

MR. BRETT:  So that when you, you know, put forward certain programs with certain characteristics to them, it's not always just that this is Union's -- it's Union's program, but it is not that it's Union's unilateral input.  It's had input into it by a number of other parties, I guess is what I'm saying.

MS. LYNCH:  Certainly on all aspects of the evaluation work with respect to the technical reference manual, that is -- we have a -- it's done through the TEC.  It is being done by a third-party, but certainly with full input of -- and consideration of the committee in completing that work.

MR. BRETT:  For example, we had an example that came up, I think early on in the discussion -- or discussions about the -- I guess it was in the technical conference, discussions around the Synapse report.

And there was an issue that arose about requiring two measures rather than just one in a particular DSM offering; do you recall that, two conservation measures?

I'm sorry, I apologize, that's Enbridge; that's not Union -- oh, I'm told it is also Union.  In other words, there was an issue that arose.  In one of your programs you had a qualifier that in order to be eligible for the program, the participant had to agree to engage in two separate DSM measures.  Is that the case?

MS. BROOKS:  Yes, I think you are referring to your home reno rebate program.

MR. BRETT:  Yes, I am.  Now, I am told that that was an example of an initiative that was discussed by Union and its stakeholders fairly carefully, and that the stakeholders took a fairly strong position that that was the correct position, that two -- setting two conservation measures as an eligibility criteria was the right thing to do.  Is that right?

MS. BROOKS:  Yes, that's correct.

MR. BRETT:  Okay.  And the point generally that I think you were making, Ms. Tracey -- I just want to confirm maybe in my own language is that the evaluation process that you use generally for program evaluation, as driven by the evaluation committee which includes company representatives and intervenor/stakeholder representatives; is that right?

MS. LYNCH:  That's correct, we have representation on the technical evaluation committee, and there are also independent experts that are on that committee as well.

In addition, in our evaluation process in the audit committee, we also have three intervenor members that go through the audit process with us.

MS. LONG:  Mr. Brett, I wonder if any further questions that you have with respect to evaluation of the programs might better be asked of -- I think what we are probably going to do is maybe address this issue with the joint panel.

I understand that the letter from the Board further explaining details with respect to the evaluation programs has gone out this afternoon, and it may be something that Union wants to take a look at and consider.

And if any parties have any questions -- I don't think it's a surprise to anybody what's in that letter.  But to the extent that people do have questions that they would like to ask, I would like Union to have some time to review it, and Enbridge as well.  And it may be something that we could deal with in the final joint panel.

If Ms. Lynch is on that panel or somebody -- I'm assuming you're on all the panels, so you maybe the best person to be able to answer those questions.

But that's a takeaway.  People can read the letter this afternoon and determine whether or not they have any questions on t.

MR. BRETT:  Yes, from our point of view, that's completely acceptable, and that really concludes my questions.

MS. LONG:  Okay.  Thank you very much, Mr. Brett.

The Panel does have some questions for you, and we'll start with Ms. Duff.
Questions by the Board:


MS. DUFF:  I'm just going, going, to the interrogatory response -- the undertaking that was just provided this afternoon, J2.5; just a question here to make sure I understand.

In the numerical example that you've provided in this case, there is an approximately, I guess, a 10 percent under budget that did you not spend, and you are proposing to carry -- it's a cost efficiency incentive, to carry that over to the next year.

The last sentence says:
"The 2 million could be spent to generate results in either program 1 or program 2."

In this example, you've actually combined two programs, so the cost efficiency incentive can actually combine programs?  It is not program exclusive; can you confirm that?

MS. LYNCH:  Yes, so our understanding is that we would be able to use the cost efficiency incentive, maybe it's generated by one program, but on any program.

MS. DUFF:  Okay, and that there is no subsequent change to the target as a result of carrying that forward?

MS. LYNCH:  Correct.

MS. DUFF:  Thank you, that was the only question I had on that.

My questions, I have a few just have a top, top level.  I think it's on Exhibit A, tab 1, page 5.  It's your background section, and it's the sentence that starts at page 8.
"Since 1997, Union's DSM programs have helped save an estimated $2.6 billion in total resource costs, and 7.5 billion cubic metres of natural gas."

In panel number 1, I asked Mr. Sloan what type of after-the-fact validation is done of TRC analysis.  So I'd like to ask this panel, with respect to the $2.6 billion figure that's on this page, what validation is done of that number?  Or has been done, to date?

MS. LYNCH:  So the validation that we would do would be in the program year when it's delivered through verification and through the audit process.  And then this is a summation of the TRC results, or the total resource cost results in each year.

This number isn't adjusted for new avoided costs or anything like that.

MS. DUFF:  But the audit process that happens every year which helps to define your DBA balances, the audited balances that are brought forward for disposition also encompass the TRC evaluation.

This 2.6 billion is the sum, the cumulative sum to date of the audit process?

MS. LYNCH:  Right, in each year, yes.

MS. DUFF:  And of this 2.6 billion, are you able at all to translate any of that to rate-making effects that have happened to customers since 1997?

If you want to take that away, that's fine.  I mean, I didn't mean to have a complete list right now.  I'm just wondering what's tangible that we could look at.

MS. LYNCH:  We could take that away.

MS. DUFF:  Thank you.

MR. MILLAR:  Ms. Duff, that will be undertaking J3.17.
UNDERTAKING NO. J3.17:  UNION TO TRANSLATE THE AMOUNT OF THE 2.6 BILLION TO RATE MAKING EFFECTS THAT HAVE HAPPENED TO CUSTOMERS SINCE 1997


MS. DUFF:  Thank you.  I then have another question, and I guess it is to Ms. Brooks.  It was regarding a cross-examination with Mr. Millar of Board Staff.

You were talking about the market transformation.  It's the platform, I think your exact words were, to promote.  You were going to use it as a platform to promote home renovation.

I'm not familiar with the term "behavioural platform".  That is how you were going to cross-promote.  Perhaps could you explain that to me.

MS. BROOKS:  So for the behavioural program, we'd look at ways, either through the online portal that will be available to customers, or through the letters they would receive to actually -- sort of using a marketing term as a platform to promote the other programs.

So in the letter, we would say given the efficiency level of your home, we may think you are an eligible participant for the home reno rebate program, and then promote it through that channel.

MS. DUFF:  I misunderstood.  Thank you for your explanation.  When I'm looking at some of the programs that you have and you are measuring the results over time, I was wondering if Union has considered -- and please point me to where in your evidence where you've explored having a control group.  You establish a control group, a representative sample, and keep it and isolate it over time in order to isolate the effect of the DSM initiative and how it has happened.

Have you considered the control group concept and applied it to any of your programs?

[Witness panel confers]


MS. BROOKS:  In our evidence we will be using a control group for our behavioural program.

We do have evaluation plans at Exhibit A, tab 3, appendix C, page 19.  If we look under the target market, the home energy platform is being implemented as a randomized control trial group, so that will be how we will evaluate this program.

MS. DUFF:  This is the one program that you're establishing a control group for?

MS. BROOKS:  Yes.

MS. DUFF:  Would you consider establishing a control group for your ESK kits, you know, homes that -- to measure the effect of -- rather than the -- I think it was, Ms. Lynch, you were talking that you do a survey after-the-fact, asking that people who had received the kits, you know, did they employ the measures to find out -- and then you would take that information -- perhaps you could explain how you are using the surveys to measure the results.


MS. LYNCH:  So for the energy savings kits each measure, so a showerhead, for example, being a measure has a savings assumption.  So that savings assumption would be based on either industry practices, they've done things like a bag test, where they put a bag on and determine how much water comes out before and comes out after, so those assumptions have been vetted.  Those are the assumptions that you would see in our technical reference manual that say, this is the information that supports this being the right savings amount for this measure.

So then we take that number and use that as our starting savings amount times our number of participants in a program.  Then at the end of the year we would start the survey process, so we would then go out and do the survey where we're asking participants in the program about:  Did you install your kit?  Did you keep it installed for each measure?  And then to the extent that they say something other than, It's installed and I've kept it installed, we would have what we would call an adjustment factor.  So there is a formula to that, but if it turned out that they say only 90 percent of showerheads were installed and kept installed, then we would adjust our savings down to reflect that 90 percent --


MS. DUFF:  So it is an end select kind of survey, and then you extrapolate the results from that survey response to all the participants that were included in the survey?

MS. LYNCH:  That's correct.

MS. DUFF:  I did want to look at the targets being established after 2016 for a moment, and in particular, if we could turn to, perhaps, the resource acquisition scorecard, so at Exhibit A, tab 3, page 20.

And you will see on the screen here, under the target for 2017, you take the yield from 2016, you multiply it by the pre-inflation promotion and incentive budget, and then you multiply it times 1.02.  How do you characterize that 1.02?  Why did Union put that in?  What's the purpose and justification for it?

MR. DIBAJI:  Yes, so that's an additional stretch factor that would apply to the targets.  That's something that came out of our 2012-2014 settlement agreement that all parties agreed that we should be applying the stretch factor to ensure that the following year's results are a little bit harder than the previous years, so we've maintained that same approach for the course of this plan.

MS. DUFF:  And how -- 1.02, was that agreed to in the prior settlement agreement?

MR. DIBAJI:  That's correct.

MS. DUFF:  So that's for the resource acquisition, but if we flip over a few more pages and I look at the low-income scorecards, and that's page 26 of the same -- Exhibit A, tab 3, I don't see a 1.02, and I'm applying this to the target, the 100 percent goal.

MR. DIBAJI:  Correct.

MS. DUFF:  And again, can you give me the history on that?

MR. DIBAJI:  Yes.  So we looked at the low-income scorecard of low-income programs and we felt that a stretch factor above and beyond the formula wasn't appropriate, given that there aren't the same cost efficiencies that could be gained by delivering the low-income program.  It is a finite market.  Our single-family offering is delivered by a third-party that in our requirements they have to be as cost-effective as possible.  We have a price structure that incorporates that, so there isn't really lot of room to gain on the cost-efficiency side.

On the multi-family side the program's delivered internally, but the majority of the budget is through incentives, and there isn't any cost efficiencies gained through the incentives, it is all dependent on what measures are installed and what custom applications move forward.

MS. DUFF:  Okay, thank you for that.

Flipping over a few more pages on page 30, the market transformation scorecard, so in this instance, it is the 2016 scorecard where you take the 2015 actual plus 20 percent.

MR. DIBAJI:  Correct.

MS. DUFF:  How was that 20 percent arrived at?

MR. DIBAJI:  That was looked at -- I think we may have to go back one, but the 2015 scorecard was established with the same formula, and in the 2015 year it was the exact formula, but plus 15 percent, and then for the 2016 formula we evolved the scorecard to make it a little bit harder, a little bit more challenging, so we went from 15 percent to 20 percent.

MS. DUFF:  And these aren't cubic metre savings, right?  The metric is actually the --


MR. DIBAJI:  These are --


MS. DUFF:  -- by participating --


MR. DIBAJI:  Correct.  These are the total homes built by those participating builders.

MS. DUFF:  So it's based on a number.

MR. DIBAJI:  That's correct.

MS. DUFF:  And flipping the page again to page 32, we are looking at the performance-based scorecards?  And again, would these metrics -- they tend to be on participants, and I see, to take an example, the 2017 performance-based scorecard for the RunSmart participants, you take the 2016 actual plus 125 percent, so that's on a participant basis?

MR. DIBAJI:  That is correct.  For this set of programs that we have in the scorecard we felt that there was a variety of metrics that needed to be incorporated to ensure that there's breadth and depth of the program.

As you can see, in the middle years there is savings, metrics tied to each of those programs; however, we wanted to ensure we had participant metrics to ensure we have high customer participation rates in these programs, so we have kind of blended participation metrics and savings metrics.

MS. DUFF:  Okay, thank you.

I'm going to compare two tables, and I'm now going to explore, I guess, DSM, the shareholder incentive and how it's allocated among the programs.  So if we keep on turning a few more pages to page 36, now, there it breaks out the percentage of the budget in 2016 and budget share, so 70 percent is associated with the resource acquisition and about 26 percent is the low-income.

MR. DIBAJI:  Correct.

MS. DUFF:  And if the maximum utility incentive is achieved, you can see the proportions, the 10.45 gets allocated, 7.3 million to the resource acquisition, and then the low-income is the 2.7 million.

MR. DIBAJI:  Correct.

MS. DUFF:  There is a potential for Union to make 2.7 million on the low-income -- associated with the low-income programs if the maximum incentive is achieved.

MR. DIBAJI:  That is correct.

MS. DUFF:  That -- then from that, the low-income cost, the budget plus the incentive, is then allocated back to various rate classes.

MR. DIBAJI:  The --


MS. DUFF:  Based on the -- that's what I heard.

MR. DIBAJI:  Yeah, the budget is allocated to all the rate classes based on distribution revenue; however, there are shareholder incentives allocated to the rate classes that benefit from the low-income program.

MS. DUFF:  Great.  Thank you very much for the clarification.

And if I just compare that to the table comparable to that in 2015, and I have it on my little post-it note here.  It's Exhibit A, tab 2, page 21.

There is a comparable table here about how the total budget was allocated.  In this case, now the low-income percentage is about the same, is that correct?

MR. DIBAJI:  That is correct, it's roughly about the same.

MS. DUFF:  Is that by design from 2015 to 2016?

MR. DIBAJI:  That we maintain the same budget level?  I wouldn't say it's by design.  We wanted to ensure that we maintain significant focus on the low-income programs by balancing all the other Board priorities -- guiding principles and key priorities.

Based on the pushes and pulls of those priorities, this how the allocation came about.

MS. DUFF:  Looking at the Board's framework, their statements or their conclusions, one of them was to expand the delivery of the low-income offerings across the province.

Did Union interpret that -- this was the same percentage; is that how you took that framework and internalized it, in terms of your prioritization?

MR. DIBAJI:  Yes.  As we have maintained roughly the same percentage, we've increased the low-income budget significantly by more than double.  And we feel that that doubling of the budget will be more than adequate to be able to deliver the program franchise-wide.

MS. DUFF:  Thank you for that.  My final question: Regarding new and innovative program, there was a cross-examination with Mr. Shepherd, the emphasis being what if something new or innovative -- you have a great idea, new technology, something happens tomorrow, the day after the decision is issued.

What flexibility does Union have to pursue and run with those new ideas after this decision is issued?

MS. LYNCH:  I think certainly one of the areas that we would look at first if there's a great technology would be through our pilot budgets, to determine how we might take that technology, what's the best approach to go to market, who are we targeting.  And then from there, we would look at what the potential is and maybe what budget requirements we would need.

And within that, I'd say we have the flexibility, if there is another -- a better opportunity, then we'd want to pursue that within our portfolio as soon as we can.

MS. DUFF:  The 30 percent, would you consider that could be allocated to an "other" category that was not defined right now in the evidence in this proceeding?

MS. LYNCH:  Didn't think about it as an "other" category.  I guess I would be thinking of it the sense that the new technology likely would be within maybe the residential area, or the commercial-industrial area, but didn't think of it in an "other" category.

MS. DUFF:  Would Union expect that they would have to come back to the Board for some kind of order, or permission to launch a new program that was substantial?

At what point do you think that you have the flexibility within, you know, the approvals that you're seeking in this application versus what you would need to, you know, run with a new idea?

MS. LYNCH:  Certainly if it's a new measure, like -- when I think measure, I think -- if it's a new technology that is applicable to a certain sector, we would certainly want to make sure that we had the input assumptions verified through the evaluation process.

But then, as historically, we would want to be able to maintain the flexibility to implement a new technology at any point during the plan.

MS. DUFF:  I want to thank you for that.  So the EV&M, the evaluation through those input assumptions would be the forum by which you would look to establish the new metrics associated with a new innovative program?

MS. LYNCH:  I'd say I'd look at it as the avenue we would use to determine the proper savings for that technology, and we would have to look whether it's a -- like if it's a specific technology, whether it could fall within the existing approach that we have.

So, for example, if it's a new technology that would be a commercial-industrial prescriptive technology, then we would look to add that to our set of measures that we would offer through that program.  So it would be within that program that we would offer it.

MS. DUFF:  I understand.  Thank you very much.  Those are my questions.

MS. LONG:  Ms. Frank has some questions for you.

MS. FRANK:  I'm going to follow on a little bit on this flexibility with budgets, and what's the implication, and many of the intervenors have questioned on this and we're going to start with the 30 percent question.

So it appears that you have flexibility to change one program, lowering it by 30 percent and raising another one by 30 percent.  That would have, I imagine, a very significant impact on the targets you would achieve in those two areas, if you spent 30 percent less or 30 percent more.

And what I wanted to know was, when you're changing budgets like this, does the target also change?

[Witness panel confers]

MS. LYNCH:  In the year that we would move it to -- if there's maybe a bigger demand in a certain area, we would have the flexibility to move that.  We wouldn't see an adjustment there, but the following year, based on our formulaic approach, we would then see an adjustment to the target, based on what the actual yield was within that area.

MS. FRANK:  Let's stay within the year, for a moment. If you found something that just had much better paybacks in terms of the CCM, and you said, okay, I see I'm falling a bit short here.  So you move it over to another area.  You take some of that money and you move it over one area, you move it to another and, you know, you exceed your targets.

I struggle with the idea you can move that much money and the targets stay the same.  So I just wondered is there a -- is there some balance?  Thirty percent is a significant amount; is there some balance that you would think should be -- in any decision we render, should we add some constraints?

MS. LYNCH:  I think originally that was how sort of the 30 percent came, was that would limit the amount that could be moved around.  Certainly the value of the flexibility is if one area is successful, or if we find that it's more challenging than we thought and we need to put additional resources to be able to achieve it, then that's the value that we would see.

It may not necessarily mean that the target would be -- that we would -- it may be that we needed more to be able to get there, I guess, from the sense of the target perspective.

MS. FRANK:  When you talk about the targets being a bottom-up exercise, you likely mean the amount of dollars you spend on a program will deliver a certain targeted performance.  So if you are allowed incredible flexibility in terms of changing the dollars, should there not be something on the target side?

MS. LYNCH:  Ultimately, it could be that there's an under-achievement in one area, there is an over-achievement in another as a result of the moving of the money, or where we see the needs in the marketplace.  We hadn't specifically contemplated a limiter.

MS. FRANK:  Okay, something to consider.


I want to ask you about -- there have been several parties that suggested do more of this program or less of that program.  You've heard it several times.  I wrote down a few.  Mr. Poch, I think thought you should spend more on the commercial-industrial; I think Mr. Shepherd was suggesting the payback should be some minimum amount.  I don't know if -- it seemed that he was suggesting a year.  And this would -- those kind of things would change your program.


So I was wondering what your thoughts were.  If we decided those were good ideas, how would you accommodate that?  What might the process be for making a change of any of those, if any sort of program change was accepted?

Obviously your dollar's change now; I would have thought your targets change as well.

But maybe you can be helpful to us and say what do you think the process might look like to deal with something like that?

[Witness panel confers]

MS. LYNCH:  It's interesting, because as we've said, we have built it bottom-up, and certainly everything is linked with respect to the budget that we need to achieve, the participant levels that we have, and ultimately the targets that we have, so it's -- in making any change there is obviously consequences to other elements of the plan.

So to the extent that there were changes that were to come out of the decision, I think we would need to look at that in the context of the plan that's in front of us, and payback is an example where our targets are not built, assuming that there's a payback threshold.  So they would need to be adjusted to account for any change.


But, you know, certainly again there's lots that's gone into the assumptions that we have used and the verification that we have done, but I think it would need to be a balance of where we would need to change the budget guidance that we have, and what the expectation is, as far as how we balance that with any changes in the program expectations.

MS. FRANK:  So in other words, some time would be necessary from the rendering of a decision about change to something you would give us back, in terms of, well, with these new program adjustments, whatever they might look like, and then here's how -- what the target adjustments were -- you'd have to feed back; right?

MS. LYNCH:  Yes, because you are absolutely correct that any changes would certainly have consequences on the budget and target assumptions that we have.

MS. FRANK:  And similarly, we've heard it as well from several parties that they were a little bit concerned that the conservation savings weren't as high, weren't growing to the extent that they were thinking that the DSM framework had anticipated.

They really thought more conservation savings, and when you look at your program offerings out to 2020 you don't see the kind of growth that likely was in the back of several parties' minds, and we certainly heard some intervenor questioning.  So if there was a question like that that -- illustrative, said you need to have an increase in conservation over this period, and obviously the programs you have aren't going to do that, so you would once again likely need to go away and either say, here's a different budget, or here's a different set of programs.

What's your thoughts on that?  Could you do it?

MS. LYNCH:  We could certainly do it.  Obviously, there is some significant changes in our plan as it's outlined, significant program changes, if you look at the change in the large volume that's there, and there are areas that we have added as we've felt responsive to the priorities that -- and the guidelines that were outlined, such as the behavioural and broad-based participation.


But certainly we would need to look at, well, what would that need to look like, if there was a certain expectation of a savings, say percentage change, and what budget would be required to be able to do that.

MS. FRANK:  That -- obviously something like that might take you some time to do, and I'm conscious, as well, that we're getting closer to the end of the year, and you need to get the programs implemented, so I'm -- material -- is there a materiality level that you say I cannot deal with for '16?  Is there anything that you say, yes, we can deal with that, or just -- any help on any of that?

[Witness panel confers]

MS. FRANK:  I'll let you give this some thought.  You might think about processing.  The chances that you are going to get everything exactly the way you asked it, you know, I don't know -- that's not likely reasonable, right, everything exactly as you asked?

MR. KITCHEN:  Member Frank, I wonder if I could offer my perspective.  This is not -- I don't want to take this as evidence, since I'm not under oath, but I view the changes in many ways similar to what would happen in a rate order process, right?

To the extent that we have to make changes to the plan, depending on the magnitude of the changes, we'd make those, we'd submit them, there would be some sort of review by intervenors, and hopefully then the Board would approve that plan going forward.

If there were more extensive changes then I would envision those to be directives that may have to be implemented in the following year, right?  And again, those directives would have to be taken into account, a new plan put into place, and then again, some sort of a process that would allow for comment by intervenors and ultimately approval by the Board.

MS. FRANK:  Yes.  That's helpful.  Thank you very much, Mr. Kitchen.

Okay.  Just maybe two other items.  One, there was also a lot of discussion about the $2 and that being the budgetary constraint, and there was some comments early on -- I have to go back and check by who -- suggesting -- and maybe it was Mr. Poch -- in terms of there being offsets, you know, so, yes, the cost of the program was going up, but there were benefits to the customers they'd also see on the bill.

What I was wondering was:  Could you actually look at, I'll call it a net $2 in year, so I'm looking at bill impact, not over life, but a bill impact where you'd say, if I was spending this much conservation in that year, the customer will see the bill going down by a certain amount.  Therefore, the net $2 is no -- you know, your program doesn't net two anymore; it is some lower amount.

So first of all, is that concept even doable in the year?  Can you do that?

[Witness panel confers]

MR. TETREAULT:  I'll take this one, Member Frank.

I think the closest thing we have to what you described is already in evidence, so we spent some time earlier today talking about the volume savings of participant customers and what those savings mean from a bill-impact perspective relative to the $2 cost, and Mr. Shepherd, in particular, was talking about the 69-cent net cost to participant customers, so in my estimation, at least in terms of our pre-filed evidence, that's close to, I think, what you're asking, where we've -- as I said -- tried to lay out what the volume savings in a particular year mean to a customer, relative to what they are paying in rates in any given year for DSM.

MS. FRANK:  I think that was for participants --


MR. TETREAULT:  Yes, it was.

MS. FRANK:  -- and what I was interested in, non-participants, so a non-participant that was finding the cost of funding the DSM programs, were there any benefits that the non-participant got that would mean that it wasn't really a $2 increase on their monthly bill?  I think I raised this with panel 1 and suggested I come back and ask this panel.  Maybe there is more money available, people?  Right?

MR. TETREAULT:  I think too -- I don't want to put words in your mouth, of course, but I think it is a question of costs in rates versus avoided cost to some degree, or other benefits, and I know in the discussion we were having the other day with Mr. Poch I was having some trouble agreeing with him from the standpoint that rates are based on costs, and the way we have reflected the costs of the DSM programs is reflective of what customers will see and, I believe, consistent with how the Board asked us to look at that.


Avoided costs are, I'll say a little bit of a different animal than costs themselves, perhaps a little tougher to quantify from a rate-making standpoint.

MS. FRANK:  And what I'm looking at is truly the bill would be lowered by, not kind of -- so I'm not as much on the avoided costs as much as I am in the year the customer would pay less because of the conservation, even though they're a non-participant.  So I really wanted the bill -- and maybe you can tell me, I've looked at it and thought about it and there's nothing.

MR. TETREAULT:  That's fair.  I think we may want to take that away and give it some consideration.

MS. FRANK:  Okay.  Thank you.

MR. MILLAR:  That's J3.18.
UNDERTAKING NO. J3.18:  UNION TO ADDRESS MEMBER FRANK'S QUERIES.

MS. FRANK:  And then naturally your response that you gave today to Ms. Girvan's question, the undertaking.

I had a slightly different question.  I know when Ms. Girvan was asking this, she was worried about various customer classes and were they being trued-up as well.

So if I take your example here with the $15 in program 1 -- and I'm going to assume that program 1 is to a residential customer class, just to make my point -- and then we're going to assume that program 2 is to a non-residential commercial class, okay, just to make them different classes.

Then I'm going to say that the under-reach -- actually, I'm going to say -- you said had budgets of 15 and 10.  I'm going to say you spent 10 and 13; so quite a bit of variance compared to your original budgets.

What would be the impact be on the customer classes when you go through the DSMVA?  Would they see any difference?  Would they see any rebates or additional money?

MR. TETREAULT:  As it relates to cost efficiency, there would be -- assuming that's where variances were created, similar to this example, I would suggest that there would be no impact in the DSMVA.

So, for example, in this impact, we've shown that there's -- I think this is millions of dollars, so a $2 million savings in program 1 that would be carried forward and could be spent in a -- in any program in a subsequent year.

So in this example, I think it also applies largely to your example.  There is no -- there is no put or take from the DSMVA.  It is simply managed in the tracking that would go on with cost efficiency where there's been a savings, if you will, in meeting targets.

MS. FRANK:  I was concerned that some customers were paying for programs in the rates that were established, that others were now being funded to somebody else and they didn't get trued up.  So the residential customers, you know, ended up paying an amount -- they didn't get the money spent on them, and now the commercial people got the benefit.  I thought that that was actually trued-up between rate classes when you --


MR. TETREAULT:  Yes, ignoring the cost efficiency side of things for a second, and just speaking kind of holistically about the DSMVA, that is true.  From a DSMVA perspective -- and again ignoring any cost efficiency -- we will ultimately true up at the rate class level the amount spent by rate class compared to the amount that is built into rates for those rate classes.

MS. FRANK:  So I think the complexity here was your efficiency in being allowed to save the $2 million almost -- who paid for that?  Was it the party that was originally going to pay for it -- when did you the true ups?  And that was the piece that I thought this would answer that it didn't go quite far enough.

We could go back and check, but I know that there was a rate class aspect to this question.

MR. TETREAULT:  There can be, or there certainly will be, and you also have different programs, residential programs, commercial programs, that fall within the same rate class, because we do did have a mix of customers in particular rate classes.

I think in this example that we had outlined in the undertaking response, what customers would have paid for anyways in 2016, in the first year of this example, would have been the amounts that are outlined on line 1 -- so the 15 million in that case -- and that would have been all they paid for.

And then really the carryover amount would be just that, it would be an amount that would roll over to a future year to potentially be spent on a variety of programs.

MS. FRANK:  Can I ask that you go back to the original request for this undertaking, and see if there was a different rate class aspect to the question?  Because I feel that it may have answered that first part of what happens to the two short and the carries forward, but I'm not convinced that it answered the other part, which I thought was in the question, of what happens to the various rate classes if the program was not spent?

MR. TETREAULT:  Certainly, we can take a look at that.

MS. FRANK:  Thank you.

MS. LONG:  I just have two brief questions for you.  The first deals with on-bill financing.

Ms. Lynch, you had a discussion with Mr. Elson about on-bill financing and, as I understood your evidence, it was that this was not an initiative that was the number one priority for your customers.  They preferred instead to receive incentives.

And you also spoke a bit about the administrative costs and the credit risk, and how that all worked into your decision not to offer on-bill financing; I realize it wasn't the reason that you decided against it.


But I just wondered, did you consider the option -- and would your answer change with respect to credit risk and administrative burden if there was a DSM program where you didn't have third-party or Union wasn't at risk, but there was a set amount, a back-stop let's say, where you could offer on-bill financing up to a certain amount.  Did you consider that?

MS. LYNCH:  We did talk about a number of options, but our overriding view was that having an on-bill financing will not change the barriers for customers to participate.  So we felt that that would be better spent on incentives.

MS. LONG:  Okay.  My other question, I think, it relates to a discussion that you had earlier, Ms. Brooks, with Ms. Duff, Member Duff, about the behavioural program platform.

I guess I'm wondering -- I understand how that meets the objective about reaching a large customer base, which is one of the things that the framework talks about.


But do you have any evidence that that will lead to uptake for the home rebate program?  Intuitively, it makes sense, but I'm just wondering do you have any evidence to support that?  Is that something that you looked at?

MS. BROOKS:  I'm not aware if we have specific evidence.  I do understand that when the program teams were looking at the participation levels that would be acquirable for the home reno rebate program, that when they based their targets directly on other jurisdictions that those other jurisdictions also had a behavioural program that they would have used to cross-promote their home renovation programs.

MS. LONG:  So you looked at other jurisdictions that had the program in place, but there is nothing tangible that we can rely upon to say the uptake was greater because this behavioural program was in place?

MS. BROOKS:  I could confirm that for you.  But as far as I know, we weren't able to establish a specific uplift factor.

MS. LONG:  I don't want an undertaking for that.  If you find something and want to share it with us, that would be helpful.

So, Mr. Smith, that is the panel's question.  I don't know if you have any re-direct this panel?


MR. SMITH:  I have a very small amount.  We'll be done well before five.

MS. LONG:  That's fine.
Re-Examination by Mr. Smith:


MR. SMITH:  Good afternoon panel.  I'm going to ask questions in two areas.  The first area arises from a question you had -- or a series of questions you had, rather, from Member Frank about the 30 percent flexibility mechanism.

The question is simply: How long has the 30 percent flexibility mechanism been in place?

MS. LYNCH:  Gee, I've been doing this a long time.  Certainly it's been in place -- it was in place in the last framework and, I believe, similarly through the generic proceeding, in that we had flexibility in how we could move funding around, which would have been --starting in 2007 was that plan period.

MR. SMITH:  Thank you.  The second area I want to ask about relates to some of the questions that Mr. Shepherd was asking you earlier today with respect to over-spend; do you remember that?

MS. LYNCH:  Yes.

MR. SMITH:  So here the first question:  If an upper band target is not reasonable, in Union's view, do you expect that Union's senior management will allocate resources to meeting that target?

MS. LYNCH:  No.  Without a maximum shareholder incentive that is considered to be achievable, it will not have senior management attention.

MR. SMITH:  Okay.  Then will Union be able to achieve the maximum with the upper band at 150 percent with an overspend of 15 percent?

MS. LYNCH:  No.

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

MS. LONG:  Thank you, Mr. Smith.

And thank you, panel, for your evidence.  I know it's been a very long week, but we appreciate your evidence.  You are excused.


I don't think there are any other issues that we need to deal with.  The schedule has been set for Monday.  Mr. O'Leary, I don't know that we will get to your panel on Monday, but I would like them to be on standby, just in case.

MR. O'LEARY:  We will, Madam Chair.

MS. LONG:  That being said, we are adjourned until Monday.  Have a good weekend, everybody.
--- Whereupon the hearing adjourned at 4:57 p.m.
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