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Monday, August 24, 2015
--- On commencing at 9:30 a.m.


MS. LONG:  Please be seated.

MS. LONG:  Please be seated.


Good morning, everyone.  Today the Board is sitting in applications EB-2015-0049 and EB-2015-0029, applications brought by Enbridge and Union Gas for various DSM-related approvals.


Today we are going to hear from panel 3 of Union.


Before we begin, Mr. Smith, are there any preliminary matters we need to deal with?

Preliminary Matters:

MR. SMITH:  There is one, Madam Chair, and I'm not sure we need to deal with it, but we did want to raise it.


MS. LONG:  Okay.


MR. SMITH:  And that's the matter of the joint panel proposed by the Board.


MS. LONG:  Yes.


MR. SMITH:  Union's view is that it doesn't require a joint panel but is happy to follow the Board's direction.  We would just need some direction on the appropriate composition of the panel, and the timing, and we just thought it would be prudent to flag that for two reasons.


One is just the scheduling issue with witnesses and the second is because there has been some concern raised on the intervenors' side regarding case-splitting; in other words, the idea that the utilities put in their evidence, then the intervenors lead their evidence, then the utilities, through a joint panel, give more evidence and then have an ability to "split their case".  It is just a procedural fairness issue.


Our view is that if we can do the joint panel before the intervenor panels that would neutralize that issue, but we just wanted to flag those two aspects of it for the Board.


MS. LONG:  Do any of the intervenors want to speak to that?  Thank you, Mr. Smith.


MR. POCH:  Madam Chair, I would certainly support that idea.  I think if we could get -- if it works for the Board to have the utilities' joint panel up before the intervenors, it certainly alleviates any concern about case-splitting, yet also avoids any possible need for the intervenors to ask for the opportunity for reply evidence if something new comes up at that late stage.


I think then, to the extent that anything new comes up, intervenor witnesses, mine and Synapse, would be available to the Board to get a second opinion as well.  For a variety reasons it works.


It also happens to work out best for timing for my -- travel for my witnesses, but that's a selfish concern.


MS. LONG:  Anyone else?


MR. MILLAR:  Madam Chair, Michael Millar for Board Staff.  We don't have any problem with what's being proposed.  In fact, it may work out well, but there is a timing issue with respect to getting our witnesses here.  Both Mr. Poch and I have witnesses from out of town, so we obviously have to arrange for their travel here, which we had already done on the basis that this joint panel wouldn't come before them.  Now, changes can be made, of course, but I guess what I would say is we'd like to know that as quickly as possible, and I think since the composition of the joint panel is still sort of up in the air as well as the topics they deal with, it may be difficult for parties to give time estimates for that sort of thing, so as Mr. Smith says, we may not be able to solve all those issues now, but I think we have to give some thought to them and make some decisions fairly quickly just from an organizational perspective.


MS. LONG:  Okay.  Thank you.  Well, we'll take this away and consider what we've heard this morning, but right now I'd like to move on to panel 3.  So we have one new member of the panel who we will ask to be affirmed.


Mr. Smith, do you want to introduce the new member, and then we'll have him affirmed?


MR. SMITH:  Certainly, the new member is David Dent.  He is on the left of Ms. Lynch.


MR. DENT:  Good morning, panel.


MS. LONG:  Good morning.

UNION GAS LIMITED - PANEL 3, LARGE VOLUME
Tracy Lynch, Previously Affirmed

Bryan Goulden, Previously Affirmed

Greg Tetreault; Previously affirmed.

David Dent, Affirmed.


MS. LONG:  Mr. Smith?

Examination-In-Chief by Mr. Smith:

MR. SMITH:  Just very briefly, we put in evidence as Exhibit K1.1, the CVs of our witnesses.  And at the second page of that is Mr. Dent's CV.


I will just ask one question, which is:  Mr. Dent, am I right to understand that you are the manager of strategic and power markets?


MR. DENT:  Yes, I am.


MR. SMITH:  Thanks very much.


MS. LONG:  Mr. Smith, do you have any examination-in-chief or is your panel ready for cross-examination?


MR. SMITH:  That was it.


MS. LONG:  That's it.  Okay.  Mr. Elson, are you going first?


MR. ELSON:  Yes, thank you, Madam Chair.


MS. LONG:  Please proceed.

Cross-Examination by Mr. Elson:

MR. ELSON:  For the sake of Mr. Dent I'll reintroduce myself.  My name is Kent Elson.  I am counsel for Environmental Defence.  And again for the sake of Mr. Dent, I will remind the panel to please not hesitate to ask me to repeat myself.  I have a broken jaw and am doing the best I can in the circumstances, but if you do have any questions, please don't hesitate to ask.


So not surprisingly, we will be asking questions solely in relation to the Union large industrial program, and again, I would like to put our cards on the table so that you know where our questions are coming from.


Environmental Defence believes that Union's large industrial program has an outstanding record of achieving massive gas savings while also being by far the most cost-effective program.


And Environmental Defence believes that that program should be continued and expanded and not cancelled.  We believe that this is likely the largest and most critical issue in this proceeding, and for us it is our main priority and focus.


So to that end I am going to be asking questions in the following areas.  First I will start off by discussing the cost-effectiveness of the program, followed by a comparison with large volume programs in the electricity sector, followed by a discussion of the relatively minor rate impacts of the large industrial program as a proportion of overall spending, a discussion of potentially rate-basing expenditures if the Union program were to be continued, and then finishing with a discussion of the concerns that have been raised about potential cross-subsidization and what I refer to as the competitive motivation argument.


I'll get right into it and start with some questions regarding the cost-effectiveness.  I'll be referring to the Environmental Defence document book that has been marked as Exhibit K2.1, and I believe there are copies on the dais and that the witness panel has copies as well.


If the Board members do not have copies, I have two extra copies here that I saved just in case.


MS. LONG:  We'll take advantage of that, Mr. Elson.  Thank you.


Sorry.  Mr. Elson, please proceed.


MR. ELSON:  Thank you, it looks like someone might be stealing my document books, but --


MS. LONG:  No, somebody actually stole all our exhibits and has filed them away somewhere.


MR. ELSON:  Oh, dear, oh, dear.  Okay, well, good to know.


I will start by asking the panel to turn to tab 1 of the document book, and this tab is titled "Union Gas DSM facts", and this is a document that I circulated to your counsel earlier.


Can you confirm that the numbers in this fact sheet are accurate?


MS. LYNCH:  Yes.


MR. ELSON:  Thank you.  Table 1 compares Union's forecast results for its 2020 DSM plan with the actual 2013 results.  The comparison looks at three key factors:  budgets, net TRC, and cumulative natural gas savings; do you see that there?


MS. LYNCH:  Yes, I do.


MR. ELSON:  And you'll see that the proposed 2020 budget is 97 percent higher, even though net TRC is 43 percent lower and the gas savings are 54 percent lower.


Can you explain why this is the case?

MS. LYNCH:  Yes, certainly there have been a number of changes that we've proposed in our programs for the plan. And the 2013 cumulative natural gas savings does include the T2 rate 100 large volume program, whereas the 2020 does not.

Certainly there are other aspects of our programs that have changed as well and have contributed to some of the differences.

MR. ELSON:  But by far the biggest reason is because of the elimination of the large volume direct access program; is that right?

MS. LYNCH:  Of the 2.8 billion cubic metres in 2013, approximately 1.7 would have been our T2 rate 100 program at that time.

MR. ELSON:  So, yes, it is then?

MS. LYNCH:  Yes.

MR. ELSON:  Thank you.  If you could look down to table 2, this table compares the forecast net TRC per dollar of Union's DSM spending.

And just to clear on the terminology, the net TRC refers to the overall value, or the net benefits created by the program from a societal perspective.  Is that right?

MS. LYNCH:  Yes, it accounts for the benefits and the costs related to the programs.

MR. ELSON:  And the net TRC per dollar value of Union Gas spending represents how much value is created for each dollar of Union Gas spending?

MS. LYNCH:  Yes.

MR. ELSON:  So this table shows that Union's commercial and industrial DSM programs are over 11 times more cost effective than its residential programs, and that's comparing the $7.11 with 61 cents.  Is that correct, subject to check?

MS. LYNCH:  Yes, subject to check.

MR. ELSON:  Could you please turn to tab 2 of the Environmental Defence document book?  This tab contains Union's response to Environmental Defence Interrogatory No. 4 about its large volume direct access program.  And table 1 shows its budgets and cumulative gas savings, and net TRC in 2013 and 2014.

Now, the net TRC in 2013 was $221 million; is that right?

MS. LYNCH:  Yes.

MR. ELSON:  Now, based on this interrogatory response, I understand that Union could achieve similar annual results if the direct access large volume program were to be continued in 2016, with a total annual budget of approximately $4 million; is that right?

MS. LYNCH:  Yes.  We had been asked, if we were to continue the program -- although that's not our proposal -- would similar results be expected, which we show here.

We did indicate -- or as we have indicated, of course, we'd have to consider what the budget impacts would be.

MR. ELSON:  But you would be able to achieve similar results in terms of gas savings and net TRC?

MS. LYNCH:  Yes.

MR. ELSON:  And if you could turn back to tab 1, which is our DSM facts page, and table 3, based on the past results that we just looked at, the continuation of the direct access large volume program in 2016 would yield approximately $39 of net TRC per dollar of Union Gas spending; is that right?

MS. LYNCH:  Yes.  This assumes an average of our 2013-2014 results.

MR. ELSON:  Thank you.  So comparing table 3 and table 2, this shows that the large volume program would be approximately 64 times more cost effective than Union's proposed 2016 residential programs.  That's $39 versus 61 cents.  Is that correct, subject to check?

MS. LYNCH:  Yes, subject to check.

MR. ELSON:  And a large volume program would be 5.5 times more cost effective than your proposed commercial-industrial programs.  Is that correct, subject to check?

MS. LYNCH:  Yes, subject to check.

MR. ELSON:  And in 2014, 95 percent of Union's T1 and rate 100 customers participated in this DSM program; is that right?

MR. DENT:  Could you repeat that, please, sir?

MR. ELSON:  In 2014, 95 percent of your large volume customers participated in your DSM program.

MR. DENT:  Yes, that is correct.

MR. ELSON:  Are there any other Union DSM programs with equal or higher participation rates?

MR. DENT:  Not to my knowledge.

MR. ELSON:  So we've just been looking at the cost effectiveness in terms of TRC benefits and avoided costs.  I'd now like to look at cost effectiveness in terms of gas savings and greenhouse gas emission reductions.

To that end, if you could please turn to table 4, which is on the next page over in the document book?  That's page 2 of the document book.  And this table shows the forecast cost effectiveness of Union's 2016 DSM programs, in terms of savings per cubic metre of natural gas.  Do you see that there?

MS. LYNCH:  Just for clarity, it's cubic metres of savings per dollars spent.

MR. ELSON:  Thank you.  Thank you, that's correct.

And if you could refer to table 5 -- and I'm going to compare the two tables shortly -- but just to get us there, table 5 shows the potential cost effectiveness of a large volume direct access program in 2016, were the program to be continued; is that correct?

MS. LYNCH:  Yes, as an estimate.

MR. ELSON:  And that's based on an understanding that you would be receiving similar results?

MS. LYNCH:  Yes, with a similar budget.

MR. ELSON:  Thank you.  Comparing tables 4 and 5 shows that a large volume direct access program would be 45 times more cost effective at achieving gas savings than your residential DSM programs.  Do you agree with that, subject to check?

MS. LYNCH:  Yes, subject to check.

MR. ELSON:  And would you agree that there is a direct correlation between a program's cost effectiveness in terms of natural gas savings and its cost effectiveness at reducing greenhouse gas emissions?

MS. LYNCH:  Yes.

MR. ELSON:  Therefore, the large volume direct access program would also be 45 times more cost effective at GHG reductions than your residential DSM programs?

MS. LYNCH:  Yes.

MR. ELSON:  Are you aware of any greenhouse gas reduction options in the province of Ontario that would be more cost effective than continuing your large volume direct access program in 2016?

[Witness panel confers]

MR. GOULDEN:  We don't know, Mr. Elson.

MR. ELSON:  Thank you.  If you could please turn to tab 2 in the document book?

My understanding from this response is that even a doubling of the budget of the direct access large volume program from 4 million to 8 million could potentially result in approximately twice the results achieved with the 2013-2014 program; is that correct?

MS. LYNCH:  Yes, it was an approximate estimate.

MR. ELSON:  So it would be approximately as cost effective, even if the budget were doubled; is that right?

MS. LYNCH:  Yes.

MR. ELSON:  Please turn to tab 4 and the final page of this tab, which is page 10 of the document book.

This contains the March 26, 2014, order-in-council directive to the Energy Board regarding CDM and DSM.

According to page 3 of the directive-- do you see that there?  It says that:
"DSM shall be considered to be inclusive of activities aimed at reducing natural gas consumption, including financial incentive programs and education programs."

Do you see that there?  It is the underlined portion that is on the monitor in front of you, actually.

MS. LYNCH:  Yes, I see that.

MR. ELSON:  And in effect, by eliminating the large volume program, access program, Union is no longer offering financial incentives to undertake energy efficiency to this customer class; is that correct?

MR. GOULDEN:  Yes, and that's per the framework direction.

MR. ELSON:  Of course, thank you.  So what percentage of your business is from large volume customers on a volumetric basis?  An approximate figure would be sufficient.

MR. TETREAULT:  I don't have the figures in front of me, Mr. Elson, but it would be a significant volume.  Again, subject to check, it could certainly be 30 percent, 25, 30 percent of our volumes overall.  They are, as you know, large rate classes.

MR. ELSON:  Thank you.  If that's -- could you provide an undertaking to either indicate where that appears on the evidence or provide the number?

MR. TETREAULT:  Certainly.  I believe it can be found in Exhibit A, Appendix -- tab 1, Appendix A, but we will confirm.

MR. ELSON:  Thank you.

MR. MILLAR:  J4.1.
UNDERTAKING NO. J4.1:  TO PROVIDE WHAT PERCENTAGE OF BUSINESS IS FROM LARGE VOLUME CUSTOMERS ON A VOLUMETRIC BASIS, or to provide where that appears in the evidence


MR. ELSON:  I'd like to move on to a discussion of alignment of DSM and CDM; in other words, alignment of conservation efforts for natural gas and electricity.  And to start with, I understand that the Minister's directive requires that CDM and DSM efforts be more closely aligned; is that your understanding as well?

MS. LYNCH:  Yes.

MR. ELSON:  I also understand that utilities strive for consistency between CDM and DSM efforts wherever that is appropriate?

MS. LYNCH:  Yes, that is certainly an area we will be focusing on.

MR. ELSON:  And could you turn to tab 5 of the Environmental Defence document book.  According to this tab, the IESO has CDM programs for transmission-connected customers; is that your understanding as well?

MS. LYNCH:  Yes.

MR. ELSON:  And transmission-connected customers are effectively large volume industrial electricity customers?

MS. LYNCH:  Yes, and I would say generally, but not exclusively.

MR. ELSON:  In that they may not all be industrial or they may not all be large volume?  My understanding is that they are all large volume electricity consumers; is that right?

MS. LYNCH:  Yes, they would all be large -- my understanding is they would all be large volume, but maybe not exclusively matched to our T2 rate 100 customers.

MR. ELSON:  Thank you, and according to this document, the IESO provides financial incentives to large volume industrial customers to conserve energy.  There's a reference to that on the following page.  Yes?

MS. LYNCH:  Yes.

MR. ELSON:  Now, could you please turn to the following tab, which is tab 6.  This tab contains a document prepared by Terry Young, a vice-president of the IESO, answering a number of questions.

If you could turn to page 14 of the document book, which is page 2 of the document.  I sent this document to your counsel some time ago, so you should be familiar with it.

According to this attachment to Mr. Young's e-mail, the IESO's 2015 to 2020 budget for its large volume electricity consumers for CDM is $500 million; do you see that there?

MS. LYNCH:  Yes, I do.

MR. ELSON:  Do you have any reason to doubt the accuracy of that number?

MS. LYNCH:  No, I don't.

MR. ELSON:  And that's a number over six years, so it would be equivalent to an annual average budget of $83.3 million per year, subject to check?

MS. LYNCH:  Yes, subject to check.

MR. ELSON:  And in contrast, Union's large volume DSM budget that's planned for 2016 is approximately $809,000?

MR. DENT:  That's correct.

MR. ELSON:  And so that means that the IESO's annual CDM budget for large volume customers is more than 100 times greater than Union's large volume DSM budget in 2016; is that correct, subject to check?

MS. LYNCH:  Yes, subject to check.

MR. ELSON:  Thank you.  Would you agree that Ontario consumes almost twice as much energy in the form of natural gas versus electricity?  You may wish to refer to page 39 of the document book, which is tab 13.  And you will see in this figure that natural-gas energy demand is roughly twice electricity.

MR. GOULDEN:  It appears to indicate on figure 22 that natural gas is about 40 percent greater --


MR. ELSON:  About 40 percent greater?

MR. GOULDEN:  We don't have a lot of knowledge of these numbers, but that's what that appears to indicate.

MR. ELSON:  Wouldn't it be closer to 60 percent greater?  Well, you know, it doesn't quite matter what the number is, but the natural gas demand is significantly greater than electricity in terms of TJs.

MR. GOULDEN:  Yes, I think it is about 40 percent.

MR. ELSON:  Thank you.  And would you agree that natural gas consumption is now a far larger source of GHG emissions as compared to electricity use in Ontario?

MR. GOULDEN:  Generally, yes.

MR. ELSON:  And would you agree that almost all of the greenhouse gas emissions in the electrical system are from natural-gas-fired electricity generation, now that coal has been phased out?

MR. DENT:  Yes, that would be correct.

MR. ELSON:  And would you undertake to make best efforts to calculate the relative emissions arising from natural gas burned by your large volume customers versus the electricity consumed from the transmission-connected electric customers?

[Witness panel confers]

MR. ELSON:  An answer on a best-efforts basis would be sufficient.

MR. DENT:  I don't think it's practical for us to do that.  We know the natural-gas consumption; we don't know the customers' electricity consumption.  We're not privy to their information, so I think it would be very difficult for to us do that even on a best-efforts effort.

MR. ELSON:  Perhaps you could provide answer to just one half of that, then, which would be the greenhouse gas emissions arising from the natural gas burned by your large volume customers; could you provide that calculation?

[Witness panel confers]

MR. SMITH:  Madam Chair, it is not clear to Union that it would have that information.  It is not merely a matter of the gas taken in, but also the technology used by our customers, so it's not clear to me that we can answer that question.

MR. ELSON:  It looks like Mr. Dent is about to provide some sort of guidance on that.

MR. DENT:  Well, I think it would be very difficult for to us do that because, although you know what -- we know what the customer's consumption is, again, what part of that is for feed stock; what part of that is for heating and other processes, you almost have to make that determination as well.  So I think we would be very challenged to do that and have information that would be helpful.

MR. ELSON:  Okay, I'll move on then.  What I would like to move on to is a discussion of the rate impacts of the former large industrial program, and if you could please turn to tab 1 of the Environmental Defence document book and table 6 of this fact sheet.

According to table 6, the natural gas spot price at Dawn was an average of $167.79 per thousand cubic metres in the first quarter of this year; is that right?

MR. TETREAULT:  Yes, subject to check, that looks like a reasonable figure.

MR. ELSON:  And according to the table below, assuming a gas commodity cost at Dawn, the total gas cost of Union's T2 and rate 100 customers in 2016 would be about $1.1 billion?

MR. TETREAULT:  Yes, that's correct, based on that assumption around the cost of gas.

MR. ELSON:  Would that be a reasonable ballpark figure?

MR. TETREAULT:  Yes, I think it's reasonable, based on those assumptions.

MR. ELSON:  Thank you.  If anything, my understanding is that the actual costs could be higher, if large volume customers have longer term contracts, seeing as how natural gas is at historically low prices?

MR. TETREAULT:  I think it would depend, Mr. Elson, on what their purchasing strategies are.  Some could have higher costs, and some could have lower costs.

MR. ELSON:  Okay, thank you.  But base but based on that ballpark figure, if the large volume direct access program is continued in 2016 with a $4 million budget, this would raise the gas costs of T2 and rate 100 customers by approximately 3/10ths of 1 percent.

Is that correct, subject to check?

MR. TETREAULT:  Yes, that looks correct, as per table 8 of this document.

MR. ELSON:  Thank you.  I would like to discuss some of the TRC benefits and the budget for this program.

If you could turn to tab 2, this is the interrogatory where you indicated that a $4 million budget could produce similar results, if the program were to be continued.

I believe that means that the continuation of the program in 2016 with a $4 million budget would produce net TRC of approximately $156 million, which is an average of the 2013 and 2014 results.

Is that a fair understanding of your interrogatory response?

MR. GOULDEN:  Yes, it is.

MR. ELSON:  Thank you.  And if Environmental Defence were to ask the Energy Board to continue the large volume direct access program in 2016 with a budget of $4 million, would Union object to this?

[Witness panel confers]

MR. GOULDEN:  Yes, we would object, because it is not our proposal.

MR. ELSON:  If you were to be asked to continue the program, how much lead time would you need?

MS. LYNCH:  We would need to have an understanding of the budget expectations, whether it's incremental or from within our existing programs, and also need to look if there were any target changes that would be required, based on any other expectations as far as custom programs.

MR. ELSON:  Now, there may need to be some impact on incentives and targets and the like.  But my question more relates to being able to ramp-up a program or continue a program, and how much lead time you would need to have before knowing that it's going to continue in 2016.

So let's assume that there is an incremental budget of $4 million -- so keeping the budget the same as it was in 2015 -- when would you need to know that the Board would like you to continue that program in order to be able to do so?

[Witness panel confers]

MR. GOULDEN:  Not to be flip, Mr. Elson, but the sooner the better.  There is lots of details around what would the direct access program look like, what would be the guidelines be, how applicable are the targets based on what we achieved in 2015 to 2016.

So we'd have to work all of that out.

MR. ELSON:  Thank you.  So as I understand, it's doable at the moment, but the sooner the better.

MR. GOULDEN:  Yes.

MR. ELSON:  Thank you.

MS. DUFF:  Mr. Elson, could I just ask a question?

MR. ELSON:  Of course.

MS. DUFF:   In this answer, B.T3.Union.ED.4, is there a free ridership assumed in here?  I wasn't too sure, so I wanted to ask.

MR. GOULDEN:  The free ridership rate for our custom program is established on a portfolio basis.  So again, to my response, that would also be contingent upon assuming the same free ridership rate that we have in our current portfolio.

So that is baked into the targets, as well as the results.  Did I answer your question?

MS. DUFF:  Which is what percentage -- I wasn't sure about that.

MS. LYNCH:  Yes, it does account for the free rider rate in these results.

MS. DUFF:  Thank you.  Thank you, Mr. Elson.

MR. ELSON:  Just to clarify further, you have already accounted for a 54 percent free rider rate in these assumptions; is that correct?

MS. LYNCH:  Yes, we have.

MR. ELSON:  Thank you.  According to your response to Environmental Defence Interrogatory No. 4, if the annual budget of the large volume direct access program were raised to $8 million, it's net TRC benefits would rise to approximately $312 million, which is 156 times two.  Is that correct, subject to check?

MR. GOULDEN:  Yes.

MR. ELSON:  Thank you.  I'd like to discuss the possibility of rate-basing this spending -- but actually before I do that, I'll ask one question.  I think I know what the answer is.  


If Environmental Defence were to ask the Energy Board to direct Union to expand its large volume access program with a budget of $8 million, I understand that you would object simply because that's not your proposal; is that correct?

MR. DENT:  Yes, we would.  As you say, it isn't our proposal.  And I think something that we need to take into consideration here, and something that Union has done, is that we have looked at the customer impact and we have consulted with our customers, and our customers are not interested in having a higher DSM bill.

The feedback we've actually received is that they'd prefer a lower DSM bill, and they've said to us that they are participants in conservation activities, they still want to partner with Union Gas in terms of our technical expertise and our training expertise.  But they're looking for a lower rate.

Most of our customers are working in a very competitive environment.  They're competing not only nationally, but internationally.  And they're looking to preserve jobs, preserve lines, and so they want to be as competitive as they can.  We think that our plan supports them in that.

MR. ELSON:  Thank you for that answer.  I will be getting to some of those points further on in my cross-examination.

But for now I'm going to move to a discussion of possibly rate-basing this spending, so as to reduce and smooth out the impact of the spending.  So it relates a little bit to some of the points you just raised.

If you could turn to page 7 of the document book -- sorry, tab 7, the second page of this IR response, which is page 20.

This tab shows the revenue requirement impacts of rate-basing the costs of a large volume direct access DSM program.  According to this exhibit, if a $4 million DSM program was rate-based in 2016, Union's 2016 revenue requirement would fall by $1.2 million in 2016, and rise by approximately $650,000 in 2017; is that correct?

MR. TETREAULT:  That's correct.

MR. ELSON:  And also, according to -- I'd like to ask whether Union would object to rate-basing the large volume direct access program if it were to be continued at $4 million.

Would you object to that kind of treatment?

MR. TETREAULT:  Yes, we would.  That type of treatment, where you're rate-basing an expense such as DSM, is not compliant with US GAAP.

MR. ELSON:  What you're saying is that it's not an asset?

MR. TETREAULT:  That's correct, it's not an asset as defined by US GAAP, which relates to future economic benefits.

MR. ELSON:  Now, you say that there wouldn't be future economic benefits, but aren't there future economic benefits that accrue to you such as avoided TNG costs?

[Witness panel confers]

MS. LYNCH:  We don't know the answer to that at this point.  As you know, that's one element that we do intend to study.

MR. ELSON:  Okay, thank you.

MS. LYNCH:  And we don't see the accounting issue as an impediment, and our understanding is that the Board can decide to set rates and reward the utility as they see fit, but I won't go down that path any further.

For now I'll ask:  Aside from that accounting issue you just raised, do you see any reason why the Board couldn't decide to rate-base DSM expenditures?

MR. TETREAULT:  Beyond the accounting issue, I don't see much, Mr. Elson.  One consideration would be the inter-generational inequity aspect of it, in the sense that by rate-basing and amortizing an expense you would be recovering that from customers over a number of years, so, for example, in topic 3.Union.ED.5, one of the assumptions we've used here, at least for depreciation, is that there's 14 years' worth of amortization taking place in these examples, so to the extent you're doing that, customers in the future are paying for DSM expenditures that are happening this year or next year.

So from a -- from my standpoint, from a rate-making view, that type of inter-generational inequity would be something that you would like to avoid if possible.

MR. ELSON:  Now, it seems to me, Mr. Tetreault, that it is actually more inter-generationally fair to rate-base the expenditures because the benefits accrue over time, not all in this year.  So your DSM program benefits will be accruing for 14 years, so wouldn't you agree at least that rate-basing would better match the costs to the benefits in time?

MR. TETREAULT:  No, I wouldn't agree, Mr. Elson, from a rate-making standpoint.  As I said, these are expenses that are accruing in any particular year, related to Union's DSM activities in that year.  And in my view, that is the fairest way to treat those costs from a financing perspective, from an income-statement perspective, if you will, and avoid trying to rate-base costs that aren't capital-related but are truly expenses that the utility's incurring.

MR. ELSON:  Let me ask this question:  My understanding is that the benefits from DSM can extend long periods in the future, beyond and including 14 years; is that correct?

MR. TETREAULT:  Yes, that's fair.

MR. ELSON:  And although the benefits extend for long periods into the future, all of the costs are incurred in the year that the expense is made?

MR. TETREAULT:  The costs are incurred in the year the utility incurs the expense, that's correct.

MR. ELSON:  And rate-basing would change that such that the costs would be borne by the consumer closer to the same time that the benefits are felt by the consumer?

MR. TETREAULT:  Again, Mr. Elson, I don't know that I have a new answer for you.  My thinking is the same that it's not necessarily appropriate to amortize these type of expenses over time, and as I mentioned, it's not something that is compliant with US GAAP.

MR. ELSON:  Now, I understand from an earlier answer that this is something that you would be willing to look into, and just to be clear on that, will Union be looking into the possibility of either rate-basing DSM expenditures or otherwise better matching the DSM expenditures to the timing of the benefits; is that something that you're willing to look into?

MR. TETREAULT:  We have no plans currently, Mr. Elson, to look into that, and perhaps just to be helpful to the Board, I believe what Union would need to do what you're suggesting would be an order from the Board that would allow us to rate-base, if you will, those type of expenditures, so the Board always has that ability, of course, to order us to do so, and I think, from an accounting standpoint, from a mechanical standpoint, we have the ability, obviously, to do that should we be ordered to do so.

MR. ELSON:  Thank you.  I'd like to briefly move on to the idea of cross-subsidization, and this is a term that has been used a lot in relation to your large volume program, and I'd like to discuss this potential concern.

Now, for starters, my understanding of this concern would be that some of your customers could end up paying for the energy-efficiency upgrades done by other customers or even their competitors through their gas rates; have I fairly captured the nature of that cross-subsidization issue?

MR. GOULDEN:  As we understand that some have stated it, yes.

MR. ELSON:  Thank you, however, my understanding is that this concern has been almost completely dealt with as of your 2013 version of your DSM program, in that each customer's contribution to the DSM budget is reserved for their own use, so as long as they are able to undertake an efficiency upgrade using those funds, they will be able to keep those funds; is that correct?

MR. GOULDEN:  Correct, that's the design of the current direct-access program for our T2 and our rate 100 customers.

MR. ELSON:  Thank you.  I'll move on now to what I will refer to as the competitive motivation argument or the competitive motivation concern, and I'd like to discuss this with you.  It's an argument that I have a lot of issues with, but before getting into those issues I'd like to discuss the nature of that argument.  As I understand it, as the argument goes, the argument would be that large industrial DSM is not necessary because large volume customers are sufficiently sophisticated and motivated to undertake these efficiency measures for themselves; is that an accurate characterization of that argument as you understand it?

MR. GOULDEN:  Yes, I believe so.

MR. ELSON:  And it seems to me that the crux of this argument is to say that the same levels of efficiency will be achieved even if Union does not operate its program; would you agree with that characterization of the argument?

MR. GOULDEN:  Yes, I understand that's the argument.

MR. ELSON:  Thank you, and one of our concerns is that this seems to be another way of describing free ridership, but free ridership has already been dealt with in your programs; do you share that concern?

[Witness panel confers]

MR. GOULDEN:  Sorry, Mr. Elson, we were just discussing -- what you are putting forward is that there is a direct correlation between free ridership and this notional competition, and we're not sure that that's clear --


MR. ELSON:  Perhaps I could break it down a bit for you?  Sorry, go ahead.

MR. GOULDEN:  We don't endorse that.

MR. ELSON:  What I can do is I'll break that down a bit.  You have already accounted for free riders in your DSM program, including your large industrial program; correct?

MR. GOULDEN:  Yes, the targets and the results are net of the free-ridership rate; that's correct.

MR. ELSON:  And you did that by netting out a free-ridership rate of 54 percent?

MR. GOULDEN:  That's correct, on an overall portfolio basis.

MR. ELSON:  And so when you were calculating the benefits of those DSM measures in your cost-effectiveness screening you reduced the amount of the benefits by 54 percent.

MR. GOULDEN:  Yes, that's how we determine the cost-effectiveness ratio.

MR. ELSON:  And in 2013 we saw that the net TRC was roughly $221 million for your large industrial program, and so that figure would have already incorporated the 54 percent reduction for free riders, correct?

MR. GOULDEN:  Yes, that's correct.

MR. ELSON:  And in the 2013 plan -- or the 2013 plan, including the free-ridership rate, those would have been approved by the Board?

MR. GOULDEN:  The $221 million actual TRC savings would be part and parcel of the Board's approval process, yes, that's correct.

MR. ELSON:  And the TRC results from that year have been subject to auditing and verification?

MR. GOULDEN:  Yes, they have.

MR. ELSON:  And that free ridership rate was based on a study that's over 100 pages prepared by Union, subject to check?

MS. LYNCH:  The free rider rate is based on a study completed by Summit Blue for Union and Enbridge.

MR. ELSON:  Thank you.  Now, the competitive motivation argument seems to say that the free ridership rate would be 100 percent, because customers are sufficiently sophisticated in and motivated to undertake all of these measures on their own.

Do you see what I'm saying there?

MR. GOULDEN:  I see what you're saying, Mr. Elson. I guess the challenge we have is that the daisy chain is really long.  So we're not sure we can necessarily connect all of those pieces to come up with that conclusion.  But we understand what you're saying.

MR. ELSON:  Well, taking that as a given, would you acknowledge that the competitive motivation argument is inconsistent with the free ridership rates that have been approved by the Board in past hearings?

MR. GOULDEN:  Not to be argumentative, but that's the challenge we have, Mr. Elson.  We don't necessarily connect the two.

MR. ELSON:  So you're not sure, basically?

MR. GOULDEN:  No.

MR. ELSON:  Okay, thank you.  I'd like to propose to you some reasons why large industrial users may not be able to implement all cost effective DSM.  The first potential reason may be that the user would have limited capital, and therefore need an incentive to put their scarce resources towards energy efficiency measures.

Would you agree with that potential reason?

MR. GOULDEN:  Yes.

MR. ELSON:  And another reason for some customers might be that they do not have perfect or complete information about what energy efficiency measures are available and their relative benefits.

Would you agree with that, at least for some customers?

MR. GOULDEN:  Yes.

MR. ELSON:  And another reason might be that their managers have limited time and other priorities to deal with.  Is that a possibility as well?

MR. GOULDEN:  Yes.  To say it another way, it is not an organizational priority, I think as you're referring to.

MR. ELSON:  Thank you.  And another might be the corporate managers have incentives to focus on initiatives with a shorter payback period?

MR. GOULDEN:  Yes.

MR. ELSON:  Could you please refer to tab 8 of our document book?  This tab contains an excerpt from the application of EB-2012-0337, which was for Union's DSM plan for 2012 to 2014.  I believe the one issue that was unsettled was your large volume program.

And if you could turn to page 23 of the document book, which is three pages into this, I'd like to read from this document here.  It says:
"With the current low price of gas, DSM programming for all customers ensures that energy conservation remains a priority.  Despite commodity price fluctuations, a sustained focus on energy-efficiency is important for the long-term environmental sustainability and economic competitiveness of Ontario.  Payment of DSM funding ensures there is no internal competition for this budget for other uses within a customer's organization.  It is a driver for large volume organizations to leverage ratepayer-funded technical support to seek out conservation opportunities within their facility."

And further down:
"The proposed plan, and in particular Union's proposals related to direct access, ensures that energy conservation continues to be a priority for large volume natural gas consumers in Ontario."

Do you believe that those statements remain valid?

MR. GOULDEN:  I think Union made those statements in 2011, and I think they remain valid for some of our customers.

However, we're also being responsive to the direction we received in the framework.  So as it relates to the direct -- sorry, the large volume customers, we're not sure that in fact they are still valid for that reason.

MR. ELSON:  I'm just trying to understand your answer.  I believe what you're saying is that you took a different approach because of the directions that you received, and that this is valid in relation to some of your large volume customers, but potentially not to all.

Is that what you're saying?

MR. GOULDEN:  Yes, in order to be responsive to the direction we received in the framework, that is correct.

MR. ELSON:  Thank you.  Do you believe that your large -- in light of this, do you think that your large volume customers would have achieved the same amount of gas savings in 2013, 2014, and 2015 but for your large volume industrial DSM program?

MR. GOULDEN:  Yes, we believe our program has been effective in 2013, 2014, and 2015.

MR. ELSON:  I think I will need to rephrase that question.  What I was asking is whether you think that your large volume customers would have achieved the same amount of gas savings in those years, even if you had not run your large industrial DSM program.  And I believe, based on your answer, the correct word is no.

MR. GOULDEN:  Sorry, Mr. Elson, the correct word is no.

MR. ELSON:  Thank you.  And do you believe that your large volume customers will achieve the same amount of gas savings in 2016 to 2020 if the program is allowed to end, versus a scenario where the program is reinstated with the same budget?

MR. GOULDEN:  No.

MR. ELSON:  Without your large volume DSM program, do you think that your large volume customers will achieve all cost effective DSM?

MR. GOULDEN:  No.  And in fact, even with the large volume program, they are not achieving necessarily all their large volume DSM -- sorry, all of their opportunities.

MR. ELSON:  Thank you.  I have a brief question regarding a survey prepared by Navigant for APPrO that was submitted in EB-2012-0337, and I think actually this would be best responded to by way of an undertaking.  This was a survey that Navigant prepared, and it related to its members' views on Union's DSM program.

I'm wondering if you would provide an undertaking to summarize and explain the concerns that you expressed with that survey in EB-2012-0337.

MR. SMITH:  Madam Chair, that on the record.  I don't see why we should be summarizing what's on the record in the proceeding.


Indeed, it appears to be in the cross-examination materials for the Green Energy Coalition, among other places.

MR. ELSON:  I'm not asking you to summarize the survey.  I'm asking you to summarize the concerns.  Some of them are referred to in tab 9 of our document book, and I can go through some of them with you now.  I thought you may want to go back and look again to see what your concerns were.

But if you could turn to tab 9 of the document book, on the second page of that document, which is page 26, you outline a number of concerns with Navigant's jurisdictional analysis.  Do you believe that these concerns are still valid?

Perhaps in the interest of timing I can explain why we're looking for this.

MR. SMITH:  That would be helpful.

MR. ELSON:  I do not wish to refer to the Navigant jurisdictional review and survey at all whatsoever, but I am concerned is that other parties may refer to it and rely on it in this proceeding even though in a previous proceeding Union outlined a number of concerns in relation to that document.

Rather than try to remember what all those concerns were now, I would appreciate it if you could provide an undertaking to advise the Board what those concerns are or point the Board to where those concerns have been outlined so that it is on the record in this proceeding, in the event that that Navigant jurisdictional review is relied upon.

MR. SMITH:  Maybe this would be helpful, Mr. Elson.  Would it suffice it to say that Navigant -- or to say that Union's views on the Navigant report have not -- have not changed?

MR. ELSON:  That's helpful.  It would also be helpful if you could point us to where those concerns are set out somewhere.

MR. SMITH:  I don't believe they're anywhere other than in our argument, but if they are anywhere else, I think we can let you know that.

MR. ELSON:  Thank you.  I don't know if that needs an undertaking number.

MR. MILLAR:  Let's mark it, it will be J4.2, and I guess it's to advise if Union's concerns about the Navigant report are documented anywhere and to provide that documentation.

MR. SMITH:  Other than in Union's argument.
UNDERTAKING NO. J4.2:  TO ADVISE IF UNION'S CONCERNS ABOUT THE NAVIGANT REPORT ARE DOCUMENTED ANYWHERE OTHER THAN IN UNION'S ARGUMENT AND TO PROVIDE THAT DOCUMENTATION.

MS. LONG:  When you say, Mr. Smith, "argument", you mean argument-in-chief and the reply that I see at tab 9 here?

MR. SMITH:  Correct.

MR. MONDROW:  Madam Chair?

MS. LONG:  Yes.

MR. MONDROW:  Sorry, I'm over here.  I apologize.  It's Ian Mondrow, counsel for IGUA.

In respect of that undertaking, I assume what Mr. Elson is referring to -- and through you I seek clarification -- is documented anywhere else on the OEB's historical record.  Because as paraphrased by Mr. Millar, he said "documented anywhere else."  That's a pretty broad net, and that would cause us concern if we get that response later when the examinations portion of the proceeding is closed.

MR. SMITH:  That's fine with Union.

MS. LONG:  Mr. Elson?

MR. ELSON:  I mean, we would like to know what Union's concerns are.  I understand if they're on a record in another proceeding then that should be sufficient.

MS. LONG:  Do you know, Mr. Smith?

MR. SMITH:  It is certainly Union's belief that the qualification introduced by Mr. Mondrow isn't going to vary our answer, so I don't know that -- I don't know that it matters.

MR. MONDROW:  Madam Chair, with your permission, it matters to us, so if the undertaking could be so qualified, if that's what Mr. Elson is seeking, that would be fine.  If he's not willing to so qualify it, then we are going to have some concerns about it.

MS. LONG:  Your concern, Mr. Mondrow, is that it might stretch to a jurisdiction outside of the OEB?

MR. MONDROW:  It might stretch to any document that Union's prepared for any purpose other than in an OEB proceeding.  We are aware of the documents in the OEB proceedings.  We're not aware of other documents, and if fresh documents are introduced in response and we don't have a chance to examine the context and meaning of those documents, that would cause us concern.


So Mr. Elson has referred back to a study that's on the historical record.  He's referred back to Union's position on that study on the historical record.  He's asked for confirmation that's still Union's position.  He is for some reason exploring a further understanding beyond Union's argument in that proceeding of what that position is.

If there are other documents relative to -- sorry, excuse me, relevant and introduced in an OEB proceeding, we're fine with the scope of that undertaking.  Otherwise it strikes us as being pretty broad and could prejudice IGUA's ability to respond to this fresh evidence that would thereby be introduced, and that would cause concern.

MS. LONG:  Well, the way I'd like to deal with it is I'd like you, Mr. Smith, to make best efforts as to whether or not a response is available on the OEB docket.

If it's not, then we're going to have to deal with it, because Mr. Elson would probably ask more questions of your witness now.  I understand your concern, Mr. Mondrow, but it is my hope that this is contained within an OEB proceeding; otherwise Mr. Elson is disadvantaged in that he won't have the response to his undertaking; do you understand my concern?

MR. SMITH:  I do understand your concern, Madam Chair, and that's fine.  And I was attempting to speak to that concern when I said -- I don't think it's going to arise.  I've got all the...


MS. LONG:  Thank you.

MR. ELSON:  Thank you, Madam Chair.

MR. MONDROW:  Thank you, Madam Chair.

MR. ELSON:  Well, I'm nearing my conclusion here.  I have just a number -- short number of questions, and this relates to what would happen if the large volume direct-access program is cancelled or ends in 2017 as planned, and so -- sorry, in 2016 as planned, and so if the program is cancelled in 2016, would you be able to start it up again in 2017 if ordered by the Board?

MR. GOULDEN:  Mr. Elson, maybe just to be clear, we are proposing that the program will not continue past December 31st of '15, so it's not going to be in effect in 2016.

MR. ELSON:  Sorry, I meant if the program is done at the beginning of 2016.  So if the program does not run in 2016, could you start it up again in 2017?

MR. GOULDEN:  Subject to the caveats that Ms. Lynch and I made about how we would go about doing that, yes.

MR. ELSON:  And so I understand that it could be started up again, but it would be somewhat more difficult to restart the program than it would be to simply continue it?

MR. GOULDEN:  There might be a little bit more customer confusion, but other than that, it would be equally problematic to do either.

MR. ELSON:  What about in terms of staff and, you know, potential additional costs?  Would there be any issues with retaining staff members if the program were to be cancelled and a year or two or to pass, and then it were to be restarted again?

MR. GOULDEN:  I think there is always a challenge when something stops for a while as opposed to never stops, so there may be some issues with, I'll call it internal knowledge and sort of competency and all of that stuff, but it's not -- it would be more challenging, but it would not be significantly more challenging.

MR. ELSON:  It is not insurmountable, but, for example, it is possible that you could lose some good staff people while that program is cancelled for a couple of years that you wouldn't be able to hire back again?


MR. GOULDEN:  Yes.  And I think probably the more troubling piece, quite frankly, would be the customer confusion, because they are going to be confused if, quite frankly, what we propose doesn't happen.  To the extent something doesn't happen for a while and then it gets reintroduced, they're going to be really confused.

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

MS. LONG:  Thank you, Mr. Elson.

Mr. Mondrow, are you next?

MR. MILLAR:  I think it's me, Madam Chair.  It's Mr. Millar.

MS. LONG:  Oh, you're going first?  Can you just tell me how long you think you'll be?

MR. MILLAR:  Ten or 15 minutes.

MS. LONG:  Okay.  Let's proceed, then.
Cross-Examination by Mr. Millar:

MR. MILLAR:  Good morning, panel.  I think I've met all of you before.  Michael Millar, counsel for Board Staff.  I just wanted to go over one area, but before I got there, a quick follow-up on a question from Mr. Elson, and this related to a discussion he had with you, Mr. Tetreault, about the possibility of capitalizing the expenses, and if I heard you correctly, you raised a couple of roadblocks to that approach.  One was US GAAP; one was inter-generational inequity.  Did I get that right?

MR. TETREAULT:  Yes, you did.

MR. MILLAR:  A third thing that occurs to me -- I want to get your views on it, because I'm not sure it is a barrier or not, but can you confirm for me that if you capitalize these expenses that go into your rate base, and you then earn a return on equity; is that right?

MR. TETREAULT:  Yes, we would.

MR. MILLAR:  So that would be in addition to any incentive that you earned through hitting your targets?

MR. TETREAULT:  Yes, that's correct.

MR. MILLAR:  Now, I recognize that ROE and incentives are different things.  ROE is actually a cost; it is part of your cost of capital, whereas an incentive is something different, so I'm not sure where I am in my own mind on this, but I thought I'd put it to the company.

Should the Board have any concern about offering both a return on equity and an incentive for the same program, or are those different things?

MR. TETREAULT:  They are different things, and in my view, that said, I do think the Board should be concerned about -- about amortizing expenses over a period of time.  As I outlined earlier in my discussion with Mr. Elson, there are certainly some challenges and some things to consider with that, including the fact it is not compliant with US GAAP.

MR. MILLAR:  A return on equity includes a risk premium; is that correct?

MR. TETREAULT:  Yes, it does.

MR. MILLAR:  And I know this isn't your proposal, so I'm just kind of going to explore where this goes, but is Union actually at risk for any of its DSM expenditures if they were capitalized?

MR. TETREAULT:  I wouldn't say we're at risk, Mr. Millar.  As you know, under the terms of union's IRM, DSM costs are considered a pass-through or a Y factor.

We true-up our actual spend by rate class for DSM with the amounts that have been included in rates.  So from that standpoint, I would say we are not at risk.

MR. MILLAR:  Thank you, I'll move on.

The questions I'm going to ask are about one of your programs, and maybe the best place to look to in the record is Exhibit A, tab 3, appendix A, starting at page 66.

Just to give a bit of background to this, in the Board's guidelines -- which I won't ask you to turn up, because this is just by way of background -- they recommend that you offer a fee for service program; is that correct?  Do you recall that?

MR. GOULDEN:  Yes.

MR. MILLAR:  And in the end, Union considered that and decided not to offer a fee for service program.  And you explained the reason for that in your pre-filed evidence, and I won't go over that with you.

But instead what you're doing is that you're allocating approximately $800,000 a year to run a large volume program that will offer technical assistance and customer training; is that right?

MR. GOULDEN:  Yes, that's correct.

MR. MILLAR:  And that's the program we see described starting at page 66?

MR. GOULDEN:  Yes.

MR. MILLAR:  And you don't have to turn this interrogatory up, but in Staff Interrogatory No. 19, we asked if you'd considered requiring the large volume customers to track their energy performance to show what improvements they realized through this program.

And your simple response to that interrogatory was no. Do you recall that?

MR. GOULDEN:  Yes, I do.

MR. MILLAR:  There it is.  It's right in front of us.  I followed up on this a bit in the technical conference, but I want to ask just a couple of more questions about it now.

First of all, can you confirm for me that under this program, you shall not tracking savings, but you're also not counting any of the savings towards any of your targets; is that right?

MR. GOULDEN:  That's correct.

MR. MILLAR:  And if you're not tracking the savings, how can you have confidence that the program is achieving results that's worth the $800,000?

MR. GOULDEN:  What we've identified at the evidence -- or in the evidence you've referred to, Mr. Millar, is effectively shifting Union from being tied to the DSM programs with regards to effecting results directly, and becoming what I would call DSM enablers.

And by enablers, what I mean is what we're proposing with regards to our proposed new program is to effectively help our customers be successful with regards to their DSM programs.

But we're not actually helping them to be successful by providing funding and incentives.  And consequently, we're not actually tied to the direct success of any individual program.

So that's the distinction that I would make with regards to our proposed new program.

MR. MILLAR:  I want to look at some of the things you are doing through this program.

Maybe we could turn to page 67 of the document that's in front of us right now.  You will see the second bullet point from the bottom -- if you could just scroll down.  There we go.

You say you'll provide energy efficiency calculation tools developed for the energy solution centre, will be made available as required.

So that's one of the services you're proposing to provide?

MR. GOULDEN:  That's correct.

MR. MILLAR:  Then if you flip to the next page, the second bullet, "Undertake energy use analysis, with specific process equipment and in collaboration with customer staff."

Do you see that?

MR. GOULDEN:  Yes.

MR. MILLAR:  So it seems to me that if you are providing those things, aren't you helping them develop a baseline of energy use?  Wouldn't that be one of the things that would be included in that type of help that you're providing?

MR. GOULDEN:  To clarify, Mr. Millar, so when we talk about bullet point number 2 on page 68 with regards to "undertake energy use analysis of specific process equipment", that's not an energy audit, which may be a bit of some of the confusion.

That's not an energy audit where we are actually going through the whole plant and saying let's do an assessment of where we can go, and what opportunities there are.

That's really about identifying, for specific processes, what are the potential opportunities that might be available.  So it is not a comprehensive energy audit.

But to your question about sort of how that jives with, you know, what role we play in DSM going forward, given that we're not providing any funding for a specific projects through incentives, we actually won't be -- we don't believe we're going to be able to be sort of intimately involved in specific projects with customers, because we're no longer at the table with regards to providing funding and discussion about specific projects.

So that's kind of the change we've made as opposed to where we have been, which is we have been driving those projects before.  No incentives means we're no longer driving specific projects.

MR. MILLAR:  Okay.  But is there a middle ground?

I mean, you said you haven't done an audit.  Is it a lot more work to actually do an audit and get a baseline, and tell these customers to, you know, follow some of these programs if you like, but then you'd be able to measure the actual savings?  Is that something that you considered?

MR. GOULDEN:  Sorry for the further confusion about an audit.

But what an audit involves with a large volume customer is typically they have a specific process, or they have many processes, and it would actually involve the hiring of an external third party expert to actually go in and do an audit to identify specific opportunities.

So again, we see our -- historically, our relationship with customers have been:  It looks like there are some opportunities over here, and this might be the person could you talk to.  And by the way, we've got funding, let's get a project going.

We can't really have that discussion absent having incentives available for specific projects.

MR. MILLAR:  Okay.  Well, I think I understand your answer, but I'm still not sure why you couldn't start with a baseline of energy use, and speak with them about projects they could do, and then measure if those had realized any savings.

Is there anything more you can add to help me with that?

MR. DENT:  From a practical point of view, I'm just not sure that that really is a -- is where we've suggested the program should go.  For example, we sometimes -- and we've done training in the past, and that training has sometimes triggered an idea in a customer's mind.  The customer may consult with us a little bit, but then they'll go and make the changes themselves.  And we might have helped with that, but the bottom -- the bottom line, once they end up doing the process change, they themselves -- I mean, it can be very onerous to do those specific type of tracking, and can be very time consuming.

So to ask the customer to do that on top of the project itself just seems like an unnecessary burden, and not one that our customers want to do.

Customers typically, in our large volume, they will measure the input and measure the output, and they're doing that all the time.

But when it comes to the individual project to identify the cost savings there, that becomes a dedicated to an individual process, and it can be very time consuming and onerous on the customer.

So therefore, in the program that we're proposing, we are not proposing that we impose that burden on the customer to do that.

MR. MILLAR:  Let me just put it another way then.  If you are not tracking any savings -- and you're not counting any savings towards your targets as well, to be fair -- how can the Board have confidence that this is a good way to spend $800,000 of ratepayer money?  What's the measure of success from this program?

MR. DENT:  In our evidence, certainly on the training we've suggested an activity-based tracking, tracking the individuals who attend the training, track their titles, do some follow-up feedback, so we're looking at those type of things as a tracking mechanism.

We'll also still be engaged through the technical interaction with our customers, so for example, in the situation I shared, we did the training, the customer got a general idea from that training.  Rather than adopting convection heating, which is very inefficient, they adopted natural-gas radiation heating, so they actually adopted a project from the training, and we can work with our customers to identify what things have come out of the training as well.

But it would be more activity-based than it would be actual project-based.

MR. MILLAR:  Is there any way to know if you are actually getting $800,000 worth of value out of this program every year?

MR. DENT:  Yeah, I --

MR. MILLAR:  Your microphone, sir.

MR. DENT:  Well, I think I also go back to our customer interaction, that our customers are supporting, by and large, are supporting this adjustment in the program.  And the customers, by and large, see that Union provides value in both training and in that technical aspect.  And we also know that our customers value conservation because it does help them stay competitive, so we're insisting -- or assisting and enabling them to achieve their conservation goals through this revised program.

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

UNIDENTIFIED SPEAKER (via teleconference):  [Inaudible]

MR. MILLAR:  Excuse me, if you are on the line -- the phone, we can hear you, so we'd ask that you put your phone on mute, please.

UNIDENTIFIED SPEAKER (via teleconference):  Yes, so I think that, yeah, I actually --

MS. LONG:  Thank you.  With that we're going take our morning break, and we will come back at 11:15.
--- Recess taken at 10:54 a.m.

--- On resuming at 11:24 a.m.

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

MR. MONDROW:  I am.  Thank you, Madam Chair.

MS. LONG:  Mr. Smith?

Procedural Matters:


MR. SMITH:  Before we do that, I think we have an answer for and an undertaking that we could give right now, if that's helpful.

It's J4.1 and I'll turn to the panel.

MR. TETREAULT:  Yes, I had given an undertaking earlier, J4.1, to confirm the percentage of our overall volumes that relate to rate T2 and rate 100.

I had said in my testimony earlier that it was significant, approximately 25 to 30 percent.  Based on 2014 actuals, it is approximately 40 percent, and that information can be found -- or the source for that information is Exhibit A, tab 1, appendix A, schedule 1, and it is specifically the right-hand series of columns.

MS. LONG:  Thank you.  Mr. Mondrow?
Cross-Examination by Mr. Mondrow:


MR. MONDROW:  Thank you.  Good morning, Madam Chair, and good morning, Board Panel members, and good morning, witness panel members.

Madam Chair, on Friday we circulated electronically a PDF of a compendium of materials that I will be referring to in examining this panel.

I wonder if we could get an exhibit number for that.

MR. MILLAR:  K4.1.
EXHIBIT NO. K4.1:  cross-examination compendium of igua for union panel 3


MR. MONDROW:  Thank you.  Witnesses, I'd just like to start off with one area that Mr. Elson was asking you about.

As my notes reflect, he asked you whether, without your large volume DSM programs, your large volume customers would be achieving all cost effective DSM.

I think, Mr. Goulden, your response was no, and even with your programs they wouldn't achieve all cost effective DSM.

I actually have two questions on that exchange.  The first is:  What was your understanding, Mr. Goulden, of the term cost effective when Mr. Elson asked you that question?

MR. GOULDEN:  I took it to be DSM that could be achieved and would -- sorry, could potentially be achieved on a reasonably viable basis by that customer.

MR. MONDROW:  So reasonably viable from the perspective of that customer?

MR. GOULDEN:  Yes.

MR. MONDROW:  And I know it was a quick exchange, but do you have a payback period in mind, or a return on investment, or any of those parameters?  Did you have any of those in mind when you answered his question?

MR. GOULDEN:  No, I didn't.

MR. MONDROW:  Your answer, though -- again as my notes reflect -- was that no, your large industrials would not achieve all cost effective DSM without your programs.  And with your programs, they wouldn't achieve all cost effective DSM either.

And I assume that's true for any of your customers, large volume or otherwise.

MR. GOULDEN:  Yes, that's our understanding; that's correct.

MR. MONDROW:  Okay, and when I say that's true, I mean that's true even with your current suite of DSM programs, and your proposed suite of DSM programs?

MS. LYNCH:  Yes, that's correct within the budget guidance as provided by the Board.

MR. MONDROW:  Thank you very much.  Would you agree, panel, with the proposal that your DSM programs at a very high-level are intended to encourage your customers to reduce gas consumption?

MS. LYNCH:  Yes.

MR. MONDROW:  And could you open, in Exhibit K4.1, page numbered 4?

You will find the compendium page numbers on the top right-hand corner of the compendiums, which for every other page is going to be a problem.

So I apologize.  I should have made sure the numbers got on the outside corners.  But on the case of page 4 of the compendium, we are actually at the outside top right corner.

You will see, based on page 2, I tried usually, although not infallibly as it turns out, to include the cover page from the document.  So this is the Board's DSM report for 2015-2020.  You'll be familiar with that.

And then on page 4, the Board is dealing with large volume customers and you will see in the third paragraph on that page, the Board states that it is of the view that
"...that rate funded DSM programs for large volume customers should not be mandated, as these customers are sophisticated and typically competitively motivated to ensure their systems are efficient."

Do you agree with that statement?

MR. GOULDEN:  Yes.

MR. MONDROW:  Thank you.  Can you help me and explain -- and I know you've got lots of evidence on this, but I wonder if, at a high level, you could help me with an explanation of precisely the value that you see your proposed DSM programs for large volume customers providing?

MR. GOULDEN:  I see us as shifting from active participants in driving results from our customer's DSM programs to becoming effective enablers.  And by enablers, what I'm getting at is helping our customers indirectly to achieve DSM success.

MR. MONDROW:  I actually used in my question -- I think I misspoke, I used the term large volume, but let me change that.  I'll come back to terminology in a minute, but let me change that to large industrials.

So I'm thinking beyond the rate T2 and 100 class.  You also have a T1 class, and indeed you have industrial customers in other rate classes.  And I'm going to come back to that in a minute with a little more particularity.

But, Mr. Goulden, you referred to enablers, and I think you are referring to the T2 rate 100 class of customers when you say that.

MR. GOULDEN:  Yes that's how we see it transforming as a result of your proposal for the T2 rate 100 customers.

MR. MONDROW:  Right.  And for your other industrial customers?

MR. GOULDEN:  We would see ourselves as continuing to be active participants in helping our customers derive results through the ability of our DSM programs for the T1 customers, which are the very same services we provide for all the rest of our distribution contract customers; so the rate M4s, the M5s, and the M7s.

MR. MONDROW:  Let's just parse that a little bit, because I'm trying to get at what it is you're doing to accomplish this objective.

It seems to me one of the things do you is you remove barriers by reducing costs to these customers in implementing energy efficiency.

Is that one of the objectives?  Leaving aside the rate T2 rate 100, for a second; let's talk about the other industrials.

MR. GOULDEN:  Yes.

MR. MONDROW:  And the costs of reducing those cost barriers are recovered from the customers, right?

MR. GOULDEN:  Yes, as a rate class.

MR. MONDROW:  Right.  So either every your using that customer's own money to reduce their own costs, or you are using someone else's money in the rate class to reduce that customer's efficiency costs, by definition, right?

MR. GOULDEN:  Yes.

MR. MONDROW:  And the latter is a cross subsidy?  Using someone else's money to reduce the participating customer's costs is, by definition, a cross subsidy.

MR. TETREAULT:  I don't know if I would define that as a cross subsidy, Mr. Mondrow.  I look that as more of an underlying principle of class rate making, which is that all customers in the rate class will contribute to the recovery of the costs that have been allocated to that class.

MR. MONDROW:  All right.  And you're going to take -- those costs entail paying for some customers, not all customers, to implement energy efficiency, right, Mr. Tetreault?

MR. TETREAULT:  Yes, that's correct.

MR. MONDROW:  So the non-participating customers are, by definition, subsidizing the participating customers?

They are the paying for those programs that the participating customers are getting money for.

MR. TETREAULT:  Yes.  Again, I would say it's consistent with class rating principles.

MR. MONDROW:  Absolutely, I take that point.  And as we've just been discussing, that cross subsidiary will include cross subsidy between one group of industrials in the T1 rate class, for example, to another group of industrials in the T1 rate class, right, under your proposal?

MR. TETREAULT:  Again, yes, within the context of what postage stamp rate-making -- the features of postage stamp rate-making, yes.

MR. MONDROW:  And you are proposing to put the T1 class back into your damages programs, despite the guideline that the T1 class should not be in those programs?

MR. TETREAULT:  Yes, we're proposing that rate T1 customers continue to have access to the same DSM programs that they have currently.

MR. MONDROW:  Okay.  So I'm going to put a proposition to you and ask for your comment on it:  What I hear is that, while industrials will cash the cheque that you give them, it is such a small amount relative to their overall capital investment budget or relative to their overall O&M budget for their plants it doesn't really have an impact on whether they proceed with energy efficiency or not.

Now, I assume you are going to disagree with that proposition.

MR. GOULDEN:  Yes, I do disagree.

MR. MONDROW:  Do you have any data on what percentage on average of the budget for an efficiency project is defrayed for your large industrial customers in the T1 rate class by your DSM programming?

[Witness panel confers]

MR. GOULDEN:  We might have some of that data.

MR. MONDROW:  Could I have an undertaking then to produce whatever data you have available on that question?

MR. SMITH:  Yes.

MR. MILLAR:  J4.3.
UNDERTAKING NO. J4.3:  UNION TO PRODUCE ANY DATA ON WHAT PERCENTAGE ON AVERAGE OF THE BUDGET FOR AN EFFICIENCY PROJECT IS DEFRAYED FOR LARGE INDUSTRIAL CUSTOMERS IN THE T1 RATE CLASS BY DSM PROGRAMMING.

MR. MONDROW:  Thank you.

And to the extent that you need more data or want more data in that area, will that be part of the, I'll call it the free-rider spillover study that's I understand currently underway, do you know?

MS. LYNCH:  Yes, the study will be designed to take many factors into account in determining the free rider and spillover rates to complete the net-to-gross study.

MR. MONDROW:  And one of those factors will be the contribution of incentives relative to the cost of the project?

MS. LYNCH:  That is my expectation.  We're currently just finalizing what the -- all the elements will be of that study.

MR. MONDROW:  Okay, would that be a reasonable element to include in the study?

MS. LYNCH:  Yes, it would be one element.

MR. MONDROW:  Okay, thanks.  So I was talking about removing barriers by reducing costs.  It would seem to me that another benefit of a DSM program from a large industrial -- let's continue with the rate T1 perspective, might be some cost sharing.

That is, to the extent that they want expert advisors, and other customers are contributing to your overhead costs associated with those expert advisors, then each customer gets to share that advisor, they get a piece of that advisor, and that's a cost-effective sharing from the customer's perspective; would you agree with that proposition?

MR. GOULDEN:  Yes.

MR. MONDROW:  Okay, and isn't that what a fee-for-service competitor of yours would provide, access to shared expertise for a portion of that expert's costs?

MR. GOULDEN:  Possibly, but I think the distinction that we've made, Mr. Mondrow, is our expertise is of a general nature.  What we were proposing with regards to a fee for service is specific fees to do specific analysis for specific projects.  That's not what we're -- that's not what we're proposing to do or what we do provide to our customers right now.

MR. MONDROW:  Right, but your customers do value the general information and guidance you're proposing to provide for them, I assume.  Don't you assume that?

MR. GOULDEN:  Yes.

MR. MONDROW:  Yes, and so if they value that, they could presumably procure it from somebody; right?

MR. DENT:  Typically not, Mr. Mondrow.  The technical assistance that we provide, in many cases the customer looks upon our technical advisor as almost an extension of their own maintenance or technical team itself.  So our folk may be involved in some of the early identification discussion, or early problem identification and early solution process, whereas once you get to the point where you've boxed a question, then you take an RFP or a purchase order and take it to a fee-for-service consulting engineer.

So our technical experts play a totally different role than what a fee-for-service engineering firm would play.

MR. MONDROW:  So are there services, Mr. Dent, at the initial general stages of an energy services evaluation available in the market, other than what you provide, or are you the only ones?

MR. DENT:  Well, we are the only ones that provide the unique service that we give to our customers.  Our technical people are in the plants, I wouldn't say on a monthly basis, but certainly on an every-other-month basis, so our guys get to know the customer in a very intimate way.  They get to participate in the plant itself.  They observe what's going on in the plant.  So they can often bring some ideas to the customer that can help them develop a -- develop an energy-efficiency project.

So it's a completely different situation than a consulting engineer coming in and doing a specific piece of work and then leaving.  We're not here today, gone tomorrow.  We are here for -- we've been here for the long-term.

MR. MONDROW:  Yeah.  That's the same answer you gave me a minute ago, but that's not what I asked.  What I asked, is there anyone else in the market that provides that sort of general energy advisory service?

MR. DENT:  Well, again, there are consulting engineers in the market, but they don't provide the service that Union Gas provides.

MR. MONDROW:  Because they're not as good as you at it or they just don't provide it, period?

MR. DENT:  Well, because the work that they do often is framed by a purchase order or a request for proposal, and in our involvement with our customer, we don't start with that type of thing.  In fact, we don't have a purchase order or an RFP relationship with our customers.

MR. MONDROW:  Right.  And you said "often" when you described what a consulting engineer or an engineering services company or an energy services company would do, but not always.  You said often; right?

MR. DENT:  Well, to my knowledge, no one does what we do.

MR. MONDROW:  Okay.  And it seems to me another piece of value that Union says it provides for its industrial customers in respect of energy efficiency is you supply the customers with expertise on how the gas is used and should be used in their plant, and you're very good at that.  Is that a fair paraphrase of value that you claim to provide?

MR. GOULDEN:  Yes.

MR. MONDROW:  Okay.  And so some of your customers are steelmakers.  Are you experts in steelmaking processes?

MR. GOULDEN:  We have some expertise in some elements of steelmaking.

MR. MONDROW:  Okay.  Are you as expert as someone who runs a steel plant?

MR. GOULDEN:  No.

MR. MONDROW:  And what about mining?  Are you experts in mining the way a mining company would be expert in it?

MR. DENT:  If I could just step back just for a moment, Mr. Mondrow, and just on the steel side itself, one of our project engineers is known within the steel industry as a -- really a person who knows blast furnaces and knows what's happening within the blast furnace.


I can point you to a recent study that was published by the Iron and Steel Institute of Japan.  It was a study co-done by NR Canada, US Steel, and then our project engineer, and it's been published, and the work was looking at injection issues of pulverized coal and natural gas, so our project engineer, at least in that case, had some very significant expertise that's valued by our steel customers.

MR. MONDROW:  Okay.  Is he the only blast-furnace expert in the world?

MR. DENT:  No, he wouldn't be, no.

MR. MONDROW:  Is he the only blast-furnace expert in North America?

MR. DENT:  No, he wouldn't be.

MR. MONDROW:  And does he understand steelmaking better than the people that make the steel?

MR. DENT:  I would say he has a complementary role, but, no, the experts would be the steelmakers themselves.

MR. MONDROW:  Okay.  And mining, that would be true as well?  Not for this individual, but the experts would be the miners themselves?

MR. DENT:  Yes, I would agree with that.

MR. MONDROW:  And chemical production?

MR. DENT:  Yes, similarly.


MR. MONDROW:  And pulp and paper?

MR. DENT:  Yes.

MR. MONDROW:  Okay, thanks.  I'm going to take you back in Exhibit K4.1 to the first page after the cover page, so the page numbered 1, and this is an excerpt from your application, and I'm just using it because it is a handy list of your rate classes.

At the top of the column labelled B, you have the world "commercial", and at the top of the column labelled C you have "industrial", and I'm just trying to understand and maybe hopefully clarify for the record and for the sake of our final submissions in this process what we're talking about when we talk about large industrials or industrials or those sorts of large volume customers, so bear with me for a couple of minutes, if you could.

So could I start by asking what's the difference between -- in your minds; it's your evidence -- between an industrial customer and a commercial customer?

MR. GOULDEN:  I think generally, Mr. Mondrow, an industrial customer is defined as an entity that makes a useful product, whereas a commercial customer doesn't make a useful product.

MR. MONDROW:  I should let CME respond to that, perhaps.  But it is the making of the product as opposed to what?

MR. GOULDEN:  Let me maybe give you an example.  So if I am an industrial customer and I make a widget, then I'm an industrial.  If generally I provide a service, I'm a commercial customer -- albeit, as with every rule, there is an exception.  So in the agricultural business, our greenhouse growers would say they make a useful product, whether that's tomatoes or vegetables, but they are actually defined as a commercial customer.

MR. MONDROW:  Okay, that's helpful.  Thank you.  In your application, and indeed in this room, there is a lot of discussion of large volume customers.  And I would assume that large volume would include, as you use the term, both industrial customers and commercial customers.

MR. GOULDEN:  That's correct.

MR. MONDROW:  Is there another category of customer other than industrial or commercial included in your terminology when you refer to large volume -- and power generators, I should acknowledge, to my right?

MR. GOULDEN:  No.

MR. MONDROW:  Okay, thanks.  So, the exhibit that I took you to here, Exhibit A, tab 1, appendix A, schedule 5, says at the top that it lists all your customer rate classes that DSM programs will be developed for and offered to.

And that's during the course of the upcoming plan term, I gather, the really effectively 2016 to 2020 plan term.  Is that right?  Is that what this exhibit means?

MR. TETREAULT:  In general, I think that's correct, Mr. Mondrow.  Of course, this is 2014 actual information in terms of the number of customers.  But I believe that's the intent of the schedule.

MR. MONDROW:  And the title was actually prospective, so that's why I asked it that way.

So that's what you're trying to show here?  Apart from the current numbers, which is your best available information, these are the rate classes to whom you will be offering programs?

MR. TETREAULT:  That's correct.

MR. MONDROW:  Are there any rate classes not on here?

MR. TETREAULT:  No, there are no rate classes missing where Union offers DSM programs.

There are other in-franchise wholesale rate classes that aren't represented here -- for example, rate T3.  But in terms of the rate classes where DSM programs are offered, I think we've captured everything in on this schedule.

MR. MONDROW:  Are there any others, other than T3, that aren't on this list?

MR. TETREAULT:  There would also be additional wholesale rate classes.

So that would be rate M9, rate M10, and rate 25, in Union North, which is an interruptible service that is typically coupled or companioned with rate 20 or rate 100, both of which appear on this schedule.

MR. MONDROW:  That's fine.  So who's in T3?  Are those power generators?

MR. TETREAULT:  No, that's the city of Kitchener.

MR. MONDROW:  Right, sorry.  And M9?

MR. TETREAULT:  M9 is predominantly NRG.

MR. MONDROW:  And M10?

MR. TETREAULT:  M10 would be -- there is a handful of very small wholesale customers there.  I can't recall the names, but essentially general service wholesale customers.

So someone -- there may be a wholesale distributor along a particular country road, for example, that would fall into that rate class.

MR. MONDROW:  What makes them wholesale?

MR. TETREAULT:  They are distributing to an end user as opposed to Union.

MR. MONDROW:  I see.  Okay, thank you.  Let's go to a couple of these in particular.  Rate T1, which has 11 industrial customers, at least as of December 31, 2014, it had 11 industrial customers -- sorry, that's my eyes again.  I apologize.  Thirty-six total customers, 29 industrial and seven commercial; that would be T1.

And I'm going to ask you to flip back and forth just a little bit.  But if you could flip to page 5 of the compendium, this is a page from the Board's DSM report, DSM policy report, that's guiding your application.

And you will see in the Union Gas section of the table, which is table 1 in the report, there is a description in the right-hand column towards the bottom of the cell of the customers included in this rate class.

I see manufacturing plants, and we just talked about what manufacturing means.  They would be commercial customers, manufacturing -- sorry, we didn't talk about it. But would they be commercial customers, the manufacturing plants?

MR. GOULDEN:  No, they would be industrials because they're making something.

MR. MONDROW:  So manufacturing plants, chemical plants, large food processors, greenhouses; they are commercial under your nomenclature?

MR. GOULDEN:  No, they be would be industrial.

MR. MONDROW:  The food processors and greenhouses are industrial?

MR. GOULDEN:  Sorry.  A food processor would be a Heinz, who makes soup or makes canned tomatoes.  A greenhouse grows tomatoes, or grows cucumbers.

A greenhouse is commercial; a food processor is industrial.

MR. MONDROW:  I see, okay.  And small specialty steel plants are obviously industrial?

MR. GOULDEN:  Yes.

MR. MONDROW:  Okay.  But all of those customers are large volumes.  Obviously they are in rate T1, and you consider them large volume?

MR. TETREAULT:  They are considered large volume, Mr. Mondrow, as per the Board's framework. Obviously, we are proposing something different for rate T1.

As you know, there is a bit of history around the rate T1, T2 rate class, and there's essentially -- there were a number of proceedings that were happening concurrently in the past where -- in the past, we used to just have a rate T1 class that was considered large volume, along with rate 100.

And then, over the course of a few years, culminating really with our 2013 rate case, we sought approval from the Board to split rate T1 and rate T2, and the Board approved that.


So as noted in the framework, it is considered large volume.  But rate T1, in our view, in our proposal, is very different than rate T2 rate 100.

MR. MONDROW:  I appreciate that, Mr. Tetreault.  Let's step out of your rate-making hat -- and I know that's difficult for you, because you are very good at it.

But -- sorry, let's step out of the DSM hat, because you're on this panel.  But let's go back to your rate-making hat, which you're very good at.

T1 are large volume customers, right?  I understand the distinction you're making for DSM purposes.  But for rate-making purposes, they are large volume customers?

MR. TETREAULT:  They are large customers, that's correct.

MR. MONDROW:  And they are in the large volume section of your customer lists that we just looked at a minute ago, aren't they?  That was page 2 of my compendium.  Sorry, you called them contract customers.

MR. TETREAULT:  They are in the sense that they are contract rate customers.  And in general, contract rate customers, contract rate classes will typically be your largest customers.

There can be large volume customers in other rate classes.  M2, for example, could have large volume customers.

But by the contract rate definition, they are all typically large volume customers -- not from a DSM perspective, but as you said, more from a rate-making standpoint.

MR. MONDROW:  Okay, let's go to T2, which by the table has 22 customers.  And again, this is the table that we produced at page 1 of our compendium, of which those 22 customers, 19 are industrial and three are commercial.

And in the Board's framework, information that they got from you, I assume -- did they get this rate class information from you, they being the Board?

When the Board put these summaries in this column, was that a description that Union provided, do you know?

MR. TETREAULT:  Yes, it is.  I believe this information was originally filed in -- it is part of the footnote, Mr. Mondrow, in EB-2014-0145, which is Union's 2013 deferrals application.

MR. MONDROW:  Thank you.  You want me to read footnotes; I'm having trouble reading the basic text.  But I take your point.

And the customers in this T2 rate class described here include large power co-generation, large steel, large petrochemical plants, and a large feed stock plant.

What is a feed stock plant?

MR. GOULDEN:  A feed stock plant would be a plant that uses natural gas to produce a product.  So they crack the natural gas molecule into a product, and make some petrochemical kind of thing.

MR. MONDROW:  So these are all what you would call industrial customers.  There's no manufacturers in this rate class, is that right?

No, sorry, that's not right.  I just took you to the table where you have commercial customers, which aren't industrial customers.

So this rate class also includes both commercial customers and industrial customers.  Sorry.

And the difference between T1 and T2, I assume from this table, at least how you define your rate classes, Mr. Tetreault, is that T1 customers are customers who have a firm daily contracted demand up to -- and the break point there is 140,870 cubic metres, and if they have more than that, they would fall into T2.

MR. TETREAULT:  That's correct.

MR. MONDROW:  But other than that, the characteristics are generally the same between these two classes and the way they consume gas; is that fair?

MR. TETREAULT:  Sorry, Mr. Mondrow, could you repeat your question?

MR. MONDROW:  Other than their daily contract demand volumes, the amount they contract for, the way they consume gas is -- the way a T1 customer consumes gas is not fundamentally different from the way a T2 customer consumes gas?

MR. TETREAULT:  Yes. I think that's fair, that they would generally consume gas in the same way.  But as you can see on page 5, for example, you can see the difference in the rate classes in terms of their 2013 annual volumes.  So, for example, rate T1 is roughly 452 million cubic metres, while T2 is roughly a factor of 10 higher than that.  So while they may consume gas in a similar way, they are very different in terms of size, both from a contract demand perspective, from the standpoint of their annual firm consumption, and frankly, the way we serve those customers is very different as well, and that ties back to why we proposed in our 2013 rate case to split T1 into T1 and T2, was the fact we were serving those customers very differently.


So not to get too deep into rate-making, but for example, rate T1 customers are generally -- not exclusively, but generally served off distribution main, whereas T2 customers are generally served off larger pipe transmission main.  So again, to your point, they may consume gas in the same way, but the customer profile, the way in which Union serves them, is substantially different.

MR. MONDROW:  Does that distinction between getting served off main versus served off a downstream pipe, does that affect their energy-efficiency initiatives at all?

MR. TETREAULT:  I don't know.

MR. MONDROW:  Okay.  And rate 100 is like rate T2, but rate 100 customers are located in Union North?

MR. TETREAULT:  That's correct.

MR. MONDROW:  Okay.  And similarly in rate 100 you have a mixture of -- no, in rate 100 you only have industrial customers, no commercial customers.  That's still true?

MR. GOULDEN:  Yes, that's my understanding.

MR. MONDROW:  Okay.  That's okay.  I think I'll skip that.  You've helped me enough with that.  Thank you.

If you could turn to page 9 of Exhibit K4.1, please.  So this is also an excerpt from your evidence.  It is Exhibit A, tab 1.  I started at page 19, where you have the section on proposed treatment of your rate T1 customers, and I'm trying to understand the justification for putting T1 customers back into your DSM programs proper, and starting at line 16 on this page, you give the reason as the significant differences between rate T1 and T2 in terms of daily contracted demand and annual consumption, and Mr. Tetreault, you were just telling me about that.

In fact, you went beyond that and told me that they are served physically in different ways, but in respect of energy efficiency they are not different --


MR. SMITH:  Mr. Mondrow --


MS. LONG:  Mr. Mondrow, I'm sorry to interrupt, I think Mr. Smith has a question.

MR. MONDROW:  Oh, I'm sorry.

MS. LONG:  Are you trying to find a document?

MR. SMITH:  I think you are on page 10 and not page 9?

MR. MONDROW:  I am.  My apologies.

MR. SMITH:  Thanks.

MR. MONDROW:  I'm on page 10.  I'm sorry.  So, I'm sorry, I am on page 10.  I'm looking at line 16, which is line 16 in your pre-filed evidence, and it says:

"Given the significant differences between rate T1 and rate T2 in terms of daily contracted demand and annual consumption..."

That's a justification for your proposed rate T1 treatment, as distinct from your rate T2 treatment for DSM purposes, but Mr. Tetreault, you just acknowledged that you don't know of any differences in respect of energy efficiency between those two groups of customers, so I'm having trouble squaring that.  Can you help me?

MR. TETREAULT:  Yes, as I said, I don't know from a DSM standpoint whether there's differences in energy efficiency, Mr. Mondrow, but as I mentioned, it is really a bit of an anomaly that rate T1 would be considered large volume.

It was considered large volume prior to the Board's approval to split rate T1 into rate T1 and T2, and as the rate class is constituted now, with much smaller customers both in terms of contract demand, annual consumption, and how Union serves them, they are much more similar to our other contract rate classes, specifically M4, M5, M7, and so that is really at the heart of our proposal to treat them as we're proposing.

MR. MONDROW:  All of that was true when the Board issued its report in December 2014; right?  Nothing's changed since then?


MR. TETREAULT:  Yes, that's fair.

MR. MONDROW:  And if you look over on page 11 of the compendium, which is the continuation of the evidence I just took you to, starting at line 3 it says:

"Rate T1 customers are similar in composition to customers in Union's rate M4, rate M7, and Enbridge's rate 100."

What does "similar in composition" mean?  Is it something more, Mr. Tetreault, than you've already described?

MR. TETREAULT:  No, it goes back to what we touched on, Mr. Mondrow, firm daily contracted demand, annual consumption, how they may be served; i.e., whether they're served off Union's distribution or transmission mains.  So they are similarly constituted, if you will, to those other bundled rate classes.

MR. MONDROW:  Okay, so what is the reason that you want to put T1 back into DSM?  Is there something that you can help me with to understand why you think the Board was mistaken in its guidance to you, why those customers need more full-fledged DSM programs and T2 and rate T100 customers don't?

MR. TETREAULT:  I don't know if I have a different position, Mr. Mondrow, than what we've just been discussing.  As I mentioned, it is a bit of an anomaly that they are considered large volume, given when that definition was initially established there was only a rate T1 class.  We did not yet have an approval of a rate T1 split into rate T1 and T2.  So from my standpoint we've looked at what really constitutes large volume, and in Union's view, that's rate T2 and rate 100 customers, and in the case of T1 they are very similar to customers in other bundled contract rate classes, namely M4, M5, M7, and we've proposed to continue to offer them the same DSM programs as those other customers in those other rate classes that I mentioned.

T1 customers, for example, would have the ability, depending on their own needs, to switch back and forth between T1 or M4 or M7.  They are very interchangeable from a rate-class eligibility perspective.  It tends to come down to how active the customer wants to be in terms of managing storage and other things, but rate T1 is essentially what I would call from a rate-making view the semi-bundled version of M4, M7, so we've tried to treat similar rate classes similarly.

MR. MONDROW:  Is part of the problem that you have in T1, M4, M5, M7, the industrial customers that IGUA represents, and other types of customers that aren't like those customers that maybe want your energy-efficiency programs or value them more; is that part of the problem?

MR. TETREAULT:  Certainly not a problem from my view, Mr. Mondrow.

MR. MONDROW:  Okay.  If you turn to page 18 of the compendium, please?  Sorry, I keep calling it the compendium; it is Exhibit K4.1.

So I just excerpted the title page from appendix A of your pre-filed and then if you flip over to page 19 of the compendium, here I excerpted -- and I think you will see again today the evidence on the large volume programs, both historical and a little bit in the background section, and then prospectively.

So just on the background section -- and Mr. Elson was talking to you about this a little while ago -- this direct access program.  It's been described here, and I think you've described it earlier today that under that program, the amount paid in rates by each customer was available for that customer to get back, provided they demonstrated qualifying efficiency spending; is that accurate?

MR. GOULDEN:  Yes.  They would, on an annual basis, complete an energy efficiency plan and they would identify how they would see fit to spend the funds they are paying in their rates.

MR. MONDROW:  And what percentage of their money did they get back on average, it they demonstrated a proper plan that Union approved?  Did they get 100 percent of the money that they paid in rates back, or some lesser percentage?

[Witness panel confers]

MR. GOULDEN:  I understand the number is 67 percent, Mr. Mondrow, because there are other costs that they are also paying for.

MR. MONDROW:  Right.  And if they didn't participate, they wouldn't get any of their money back?  If they didn't provide an energy efficiency plan and some initiatives that you approved, they didn't get anything back, right, in that year?

MR. GOULDEN:  That's correct.

MR. MONDROW:  So if they didn't opt into that program, what happened to their contributions?

MR. GOULDEN:  If they didn't opt into the program, then the total funds that were available within that program would be made available to other customers within that rate class, within the direct access pool for those other customers to spend money on projects that they've identified above and beyond their sort of existing direct access budget on a customer basis.

MR. MONDROW:  Not surprising then that most of your direct access eligible customers participated in the direct access program to get some of their money back, is it?  You'd expect that, I assume?

MR. GOULDEN:  Yes.

MR. MONDROW:  And if we move to the section that describes the new plan, which really starts in 2016 -- this starts at line 21 of page 64 from your exhibit that we're looking at.

I want to go to the conclusions section, which is page 20 of the compendium, page 65 of your exhibit, and the heading there "Union conclusions" is at line 18.

And so at line 20, you say:
"The issue of cross-subsidization between ratepayers within each rate class was addressed in 2013 by the creation of direct access budgets for all rate T2 and rate 100 questions."

That was only true to the extent, as we just discussed, that those customers opted into the direct access program.  There were customers that didn't, and they were cross-subsidizing other customers, right?

MR. GOULDEN:  Yes, I believe that's the case.

MR. MONDROW:  And even before the direct access program, the same pattern was true.  Those that participated in the programs cross-subsidized others less, and those that didn't, cross subsidized other customers more.  Nothing changed in that respect?

MR. GOULDEN:  Subject to Mr. Tetreault's caveats that we are using cross subsidization within a rate class, yes.

MR. MONDROW:  Fair enough.  But what the direct access program did do is it let those customers develop their own programs for your approval.

MR. GOULDEN:  Yes.

MR. MONDROW:  But they did that before, under custom programming anyway, didn't they?

MR. GOULDEN:  I think the benefit of the direct access program, as it was -- as it has been made available to T2 and rate 100 customers, is they have a level of certainty with regards to what they pay in rates, and what they can recover with regards to conservation projects which they think are specific to their needs.

MR. MONDROW:  Okay.

MR. GOULDEN:  That's the real difference.

MR. MONDROW:  So it's he a tracking issue, is that right?  They can track the funds?

MR. GOULDEN:  The customers can identify what they are paying in rates and what funding they are receiving for projects.  And by completing a plan, they can recover all of those costs.

MR. MONDROW:  Well, they can recover 67 percent of those costs.

MR. GOULDEN:  Fair enough.  That's correct.

MR. MONDROW:  Okay.  Let's go to the plans going forward, starting -- and the discussion in your evidence starts at line 22, and you said that you concluded you should not offer a program based on a fee for service consulting services on energy management, and I just want to look quickly three of the reasons that you gave.

In the first reason, you said:
"It would not be appropriate to develop fee for service offerings with Board-approved regulated rates when these services are already offered competitively in the market."

I didn't see anywhere in the Board's report or the guidelines that the rates for that would be Board-approved.  Did you see that somewhere?

MR. GOULDEN:  It's our expectation that those would need to be Board-approved.

MR. MONDROW:  What if that wasn't the case?  What if they didn't need to be Board-approved.  Could you offer a program more effectively and fairly?

MR. DENT:  In my view, Mr. Mondrow, and again having talked with customers, when we went out and talked and them, we didn't get a big surge of desire to have Union do the fee-for-service work.

I think our customers, as I said earlier, see a different value for us in energy efficiency work.

MR. MONDROW:  Okay, thanks.  When you consulted with your customers, Mr. Dent, how did you describe fee-for-service?  I've looked at the materials that you provided, and I didn't see a description in any of them.  That's why I'm asking.

MR. DENT:  No, we walked through with our customers what was in the presentation.  I believe that's on -- just make sure I identify it properly -- it's Exhibit A, tab 3, appendix A.

And we outlined -- we outlined some of the elements of the program, and walked through them with our customers.  Our customers, again, because they're large customers, know what a fee-for-service process is.

And in those discussions, there was no take-up for a fee-for-service activity.

MR. MONDROW:  What do you think those customers think a fee-for-service program is?

MR. DENT:  In my view, our customers feel -- think of a fee-for-service program is where you hire a consulting engineer for a specific purpose.  So there is, as I said earlier, a purchase order or RFP associated with it, so it is very much a contained piece of work.

MR. MONDROW:  Did you talk to those customers about providing training and upfront consulting on a fee-for-service basis?

MR. DENT:  No, we did not.

MR. MONDROW:  But that's what you're proposing to provide for these customers?  And now we're talking -- we've shifted, I should have been clear, into the T2 rate 100 customers -- well, I was clear, I guess, because I took you to the evidence.

You are proposing to provide training courses and supporting advice, essentially?  I think you covered that earlier today.

MR. DENT:  Yes, that's correct.

MR. MONDROW:  And the training and the supporting advice would be in respect of -- well, let's stick with the training for a second.  That would be on industrial equipment that the customer uses in their industrial processes?

MR. DENT:  Yes, I'll refer you to -- sorry.  I'll refer you again to the appendix.

That will be Exhibit A, tab 3, appendix A, attachment B, and it outlines some of the training elements that we've proposed that could be possible, training activities for Union or a third party to provide through this program.

What we've also done, though, is we've said that we will consult with the customers further, to make sure we get the right training for them, or at least the training that they think is most valuable for them.

MR. MONDROW:  Right, and you're going to train them on the equipment and the processes that they use in their business?

That's what appendix B tells me, attachment B; is that not what it says?

MR. DENT:  Sure, there will be processes and there be some equipment that could very well be part of that.

Again, I go back to a recent example, where we brought in a third party person to be do some steam training, and a specific customer brought in 25 of their employees and that became the basis for changes that the company made to their maintenance and steam trap program.

So, yes, we expect that there would be a specific application to the customer's processes or work.

MR. MONDROW:  Okay.  Are there other providers of training in industrial processes and industrial equipment and industrial machinery other than Union?

MR. DENT:  Yes, there are, and we would expect to use some of those third-party providers.

I think one of the unique things about the program that we're offering is that we're going to bring the training to the customer, so we're looking at regional training focus, whereas often these third-party providers are looking at the big centres, and again, our customers have given us feedback that they find that piece of the program particularly attractive because of costs that would -- costs involved in sending their staff to those type of locations.

MR. MONDROW:  Could we go to page 26 of Exhibit K4.1, which is page 71 of the evidence that we are talking about, Mr. Dent.

And there is a table there, table 25, just the large volume project budget.  This appears in other places in other forms in the evidence as well.

And the incentives promotion line, which kind of bumps around $400,000 a year from 2016 through 2020, I understand there is an interrogatory response, I believe, that actually -- that's a bit of a misnomer.  It is the way you categorize things.  But there are no incentives.  That's just promotion.

MR. DENT:  That is correct.

MR. MONDROW:  Okay.  And does that promotion include the cost of these training courses that you've been describing to me?

MR. DENT:  That's correct.

MR. MONDROW:  And I think earlier in this piece of evidence those courses vary from about 290,000 a year to about 380,000 a year in terms of cost to Union to provide those?

MR. DENT:  Yes, and on Exhibit A, tab 3, appendix A, line 2, there is also a nominal cost for participation as well for each participant.

MR. MONDROW:  I was going to ask you about that.  That is $100 per attendee, I think, right?

MR. DENT:  That's correct.

MR. MONDROW:  Okay.  And why wouldn't you charge them more to cover the cost of this training?  Is it not worth it to them?

MR. DENT:  No, I think this is part of the value proposition that these programs often will cost, if you go register as an individual, 1,000, 1,200, $1,500 per course, and sometimes even more.

But I think the hundred dollars fee is more just a -- almost like a ticket.  If you get a free ticket you may not necessarily show up because you've made no contribution, but a hundred dollar fee, you've made at least some contribution, so in our experience you tend to get a better -- people who say they are going to come will -- more apt to show up when they've made that initial contribution.

MR. MONDROW:  Actually, I asked why you wouldn't charge them more, not less.  Why wouldn't you charge them more?

MR. DENT:  Well, because that's the value that we're providing through the training.  They're getting a 12 or $1,500 training course for $100 per person, so --


MR. MONDROW:  Right, and who's paying the rest of the cost of that course?

MR. DENT:  It would be the rate class itself.

MR. MONDROW:  Right, so if they wouldn't take it if it was full cost, you are kind of forcing them to do that, right?  Like, taking their money and saying, Here's your course.


MR. DENT:  No, I don't agree with that.  Again, in our consultation with our customers we've talked to them about this type of a training element.  Customers have said they have a significant interest in courses especially that are brought closer to their facility.  That's a value add for the customer So on the contrary, I think that our customers have at least expressed to me a sense that there is value in Union providing this type of program.

MR. MONDROW:  No question there is value, but if you charge them full cost they wouldn't come.  If you didn't recover -- if you didn't use any of your DSM budget to run these courses, you told me a minute ago I think they wouldn't come; right?  It would be too expensive for them.

MR. DENT:  Again, everybody makes their choice on training.  Our customers have said that training is a priority for them, so I think the customers see that they'll be doing that training.  It is just that Union can provide it, I think, in a more cost-effective way by bringing it geographically closer to them.

MR. MONDROW:  Okay, so in this category of promotion, that leaves per year somewhere between 50,000 and $100,000 after we take out the cost of these local courses.

What does that money cover, the 50 to 100 a year?

MR. DENT:  That's in the promotion incentive --


MR. MONDROW:  So, yeah, we just talked about the incentives promotion line, which is really just promotion, because you are not giving incentives, and we talked -- that includes the costs of the courses we've been talking about.

MR. DENT:  Yes.

MR. MONDROW:  But there is a balance once you take those costs out, and I'm asking what the balance is used to fund.

MR. DENT:  In the incentive and promotions line --


MR. MONDROW:  Yes.

MR. DENT:  So in that category, as I recall, we had the training courses themselves produced by third-party providers, and in addition, there were fees involved for costs of getting our people to the location.

You've got some administrative costs to book hotel rooms, you've got some administrative costs in working with the third-party provider to get to -- whether it's Sudbury, Hamilton, so you do have some incremental costs that support the third-party training.

MR. MONDROW:  And half of those costs are in the administrative line, about $400,000 a year.  What do those costs cover, if not the booking hotel rooms and making the arrangements and all of that stuff?

MR. DENT:  Yeah, again, the nomenclature is a little bit different, I suppose, for lack of a better term, but in the administrative costs, that's where we have the costs of the professional engineers that will deliver the program.  So it's a 2.5 full-time-equivalent, and then there is also some funds within that category for ongoing professional development for the professional engineers, so again, they can have -- or be cutting-edge in their field as well.

Yeah, and those are Union Gas Staff that are -- those are Union employees that are in the administrative costs.  Those are the professional engineers who are delivering the technical program.

MR. MONDROW:  Not only the training program, but also the plant visits and the upfront advice that you talked about earlier?

MR. DENT:  That's correct.

MR. MONDROW:  Okay.

MS. DUFF:  Mr. Mondrow, can I ask a question?

MR. MONDROW:  Yes, please.

MS. DUFF:  Just on this table, the page that's on the screen right now, in terms of the large volume program participation on table 26, if this is T2 and rate 100 customers, at the end of 2014 you had 33 customers?  I was just -- and so you are expecting 29 of the 33 to attend and participate; is that how you count the participation?

MR. DENT:  We're expecting -- pardon me, we're expecting that you may not have the same participation rate right off the bat, that you may have some customers who are late adapters (sic), and they will make want to make sure that Union is providing value, so in our forecasting and in our development of the cost, we think that there will be a build-up in participation.

MS. DUFF:  Is my reference point correct?  I was going back to Exhibit A, tab 1, appendix A, schedule 5, what was also Mr. Mondrow's deck, but I would be adding the T2 number of 22 and the rate 100 customers of 11.

MR. DENT:  That's correct.

MS. DUFF:  So the number of non-participants, I don't know how that number has changed in 2016, I'm sorry, but the difference is the non-participants.

MR. DENT:  That's correct.

MS. DUFF:  Thank you, Mr. Mondrow.

MR. MONDROW:  Thank you, Member Duff, and in fact, you took me to the questions I wanted to ask, so thank you.

And Mr. Dent, am I right that this participation number refers not just to the courses but to both aspects of your program, the participation and the training?

MR. DENT:  Yes, that's correct.

MR. MONDROW:  So in addition to course attendance, the other way that customers will be in contact with the Union experts is your large volume advisors will be visiting each of those customers and working with them in their plants?

MR. DENT:  Yes, that's our intention.

MR. MONDROW:  Yeah.  And has that not been the case anyway, historically?  Do your large volume reps not visit the plants on a regular basis?

MR. DENT:  Yes, they do, yeah.

MR. MONDROW:  Okay.  Thank you.

I'll just take you to page 13 of my compendium, Exhibit K4.1, for a minute.  This is obviously one of the formats of your 2016 to 2020 DSM plan budget.  And I think -- I hope I said page 13.  I think that's right.

So just with the rate T2 rate 100 customers, sticking with them for a second, the costs we've just talking about are under the large volume section of the table; is that correct?

MS. LYNCH:  Yes, that's correct.

MR. MONDROW:  Would it be correct, Ms. Lynch, to conclude that the T2 rate 100 customers will also be getting an allocation of the portfolio budget, which is the section at the table on the bottom just before the pre-inflation total?

MS. LYNCH:  If I could take you to Exhibit A, tab 3, page 10, line 10, we have specifically indicated that portfolio level costs are not allocated to the large volume T2 rate 100 customers.  However, low income costs would be.

MR. MONDROW:  Good.  Thank you for that clarification, I appreciate that.

And in respect of the T1, the M4s, the M5s, the M7s, the industrial customers in those classes, we should be looking at the commercial-industrial incentives promotion, the commercial-industrial evaluation, and the commercial-industrial administration lines on this table, for the total cost that will be allocated to those industrials in each year of your plan?

MR. GOULDEN:  That's correct.

MR. MONDROW:  Plus the portfolio budget costs?

MR. GOULDEN:  If you said plus, then yes, that's correct.

MR. MONDROW:  Sorry, I did.  Plus of course the low income costs.

MR. GOULDEN:  Yes.

MR. MONDROW:  Just on this issue of costs, before I leave it, Mr. Elson did talk to you about $500 million in the CDM budget for large electricity customers.

Can you just help us with how that money is funded?  Where does it come from?

MS. LYNCH:  Yes, it's my understanding that that comes from the global adjustment mechanism.

MR. MONDROW:  We should ask the provincial auditor to figure that out.

MS. LYNCH:  Yes.

MR. MONDROW:  I won't ask you to answer that question.

Madam Chair, I am over my estimate obviously, and I still have some time to go -- not a whole lot.  I don't know if you wanted to take a break now.
I appreciate you'd like me to conclude and I will do my best to expedite that, but I to have some more questions I'd like to pursue, and I'm hoping I can do that within the next 15 minutes, with your leave.

MS. LONG:  That's fine, Mr. Mondrow, we'll continue.

MR. MONDROW:  Thank you.

Witnesses, Mr. Neme, who filed his evidence on behalf of -- well, GEC filed his evidence, I guess.

He provided evidence on behalf of GEC, and he suggested an opt-out option of sorts to address concerns that industrials have expressed that they'd rather spend a hundred cents of their own efficiency dollar on their own efficiency measures.

What's your view on that -- of course, that evidence was filed after a discovery on your evidence.

What is your view of that opt-out option?  And by that, I mean -- I think what Mr. Neme has suggested is either opt out in the traditional sense, or, if you can't do that administratively, a credit to customers that otherwise demonstrate they are spending lots of money on efficiency by some criteria that we'll talk to him about; I won't ask you to comment on those.

But in terms of that sort of option, what's your view on that?

MR. TETREAULT:  The way I would describe it, Mr. Mondrow, I think is -- the best way to put this is I think we are opposed to an opt-out.

I was hesitating for a moment there, because this was something that was canvassed back in the 2013-2014 large volume proceeding as well, and there was a great deal of discussion on that particular topic, about the fact that certain customers within a rate class may want to opt out.

We opposed that at the time, and our position is the same now.  And for what it's worth, at the time of the 2013-2014 decision, the Board also agreed with that position, that should there be an opt-out, it would have to be at the rate class level.  Otherwise all customers would are within the rate class should contribute to the recovery of DSM program costs.

So, I hope I've -- hopefully, I've answered your question.

MR. MONDROW:  In part, I think so.  Let's just focus on the alternative that Mr. Neme suggests, which is if you can't actually have different rates for those customers, you can't back out the DSM COSTS right in their rate on the bill, it would be possible to charge normal rate and issue a credit to them on a customer-by-customer basis.  So that's why I'm asking you about, Mr. Tetreault.

So with that precision, can you explain why you think that would be inappropriate?

MR. TETREAULT:  Well, again, Mr. Mondrow, I go back to my earlier position.

Whether you charge customers in rates and everyone contributes or you do that and then certain customers get a credit, I think -- from my standpoint anyways, from a fairness standpoint, in my view you end up in the same place, I think, in the sense that certain customers have not contributed in the same manner as other customers to the recovery of costs that have been allocated to a particular rate class.

MR. MONDROW:  The point of this collection is to facilitate energy efficiency by these customers, and we're talking about a scenario in which they're doing it already.  They are spending 100 cents of their own dollar on energy efficiency, not 67 cents of their own dollar on energy efficiency.

So it is actually better than your self-direct program, but not conceptually different, it seems to me.  Why you would not explore that sort of an option?

I know you are supposed to make rates on a homogenous basis.  But if someone could go beneath that and talk to me about why it would be inappropriate to allow customers to get 100 cents on the dollar worth of energy efficiency, that would help me.

Can anyone help me with that?

[Witness panel confers]

MR. TETREAULT:  Again, I don't know that this will be helpful, Mr. Mondrow, but I think my answer is the same.

You know, I freely admit that we haven't turned our mind to perhaps the details of how that would work, but from -- again, I'm looking at things from a rate-making standpoint, and I don't know that that necessarily would be any different than what I would call a standard sort of opt-out provision that we've been opposed to in the past, and that the Board has rejected in the past.

I think if there is some type of opt-out, in my view, however that may look, it would need to be at the rate class level where you simply say a given rate class, whatever rate class that may be, is not participating, and therefore not paying for DSM program costs.

I think from my standpoint and with a rate-making background, I tend to think of things through that lens, and making sure that in the end the customers in the rate class are all contributing to the recovery of the allocated costs.

MR. MONDROW:  Just to be fair, I said 67 cents on the dollar.  I don't think the proposal -- certainly IGUA's proposal wouldn't be that those customers are free from contributing to the low income spending.  So it's not quite that difference -- I just wanted to be fair.  But I assume that doesn't change your answer.

MR. TETREAULT:  No, it does not.  Yes, I agree with your proposition on low income.

MR. MONDROW:  Thank you.  But could you do it?  I don't know if this is for you, Mr. Tetreault; it may be a systems issue.

But is there any reason you couldn't do that?

[Witness panel confers]

MR. GOULDEN:  We don't know.  Sorry, we haven't looked at it in that detail, Mr. Mondrow.

MR. MONDROW:  Okay.  Would it be a lot of work to look at it, and give us a view of whether you could do it or couldn't do it on a preliminary basis?

If not, obviously I'm going to ask you to undertake to do that.

[Witness panel confers]

MR. GOULDEN:  The reason we're having a long chat here, Mr. Mondrow, is it feels like it would affect our billing system, and our billing system is not as flexible and we would like it to be.

So it feels like it might be very complicated, but that's our first reaction.

MR. MONDROW:  Okay, let's me try this then.  I do have in the compendium a couple of pages that describe your new $6 million DSM IT project, which is at pages 27 and 28 of Exhibit -- I should really write this on a sticky tab -- K4.1.

And if you just look at page 27, the compendium, this is Exhibit A, tab 2, page 35 from your pre-filed evidence, and if we look at the line 18 of your evidence, it talks about this new DSM tracking and reporting system, and it talks about the following functionality, and in the first bullet, starting at line 19, it says "manage DSM-related contacts, customers activities, leads, and opportunities".
Over on the next page in the second bullet it includes a description of, and I quote at the end of line 2, "the ability to interface with Union's billing systems and financial software", and then the third bullet is analytics and reporting, which may not be directly relevant, but I'm assuming that there is some anticipation that you are going to have a brand-new DSM system that will work better with your existing, among other systems, billing and financial systems; is that a safe assumption from this evidence?

MR. GOULDEN:  Yes.

MR. MONDROW:  Is this evidence kind of -- is this in the early stages of specification, am I understanding that correctly, that you haven't specified the system yet; you are still exploring what you need and how much it's going to cost?

MR. GOULDEN:  Yes, that's correct, Mr. Mondrow, we dealt with that at topic 3, BOMA number 18, in terms of sort of where we're at in this project.

MR. MONDROW:  Perfect.  Thanks.  Shifting gears a little bit, Ms. Lynch, I was interested in a statement you made on day 1.  I'll give you the reference.  You don't have to turn it up, I don't think, but it is transcript Volume 1, page 80, and you were talking -- you referred to your -- you were -- obviously I think this was Mr. Poch, and so he was advocating, you know, getting more energy efficiency, and you said that it wasn't cost-effectiveness that was the limiter of your programs, but rather, you used the term "budget guidance", and you used the term "limiter", and I took that to mean that there is more you could do that's cost-effective, but the Board is not giving you the licence to keep on spending, and so the limiter was really the amount you've been told is appropriate to spend, rather than the availability of more cost-effective conservation; is that a fair read of your view?  I'm sorry, it wasn't Mr. Poch.

MS. LYNCH:  Yes, we have built our plan with the Board's budget guidance in mind.

MR. MONDROW:  So this concept of a limiter -- I apologize to Mr. Poch, it wasn't him -- but this concept of a limiter, would you agree that the same would be true for large industrial customers, that there may be more cost-effective conservation but they are also faced with budget limiters?

MR. GOULDEN:  Yes.

MR. MONDROW:  Mr. Goulden, do you have any sense of what a reasonable capital investment or process investment payback period would be for a large industrial steel mill or chemical processor or pulp and paper mill or mining company?  From a pure business-case perspective?

MR. GOULDEN:  From a business-case perspective, it is our experience that expected paybacks from those customers can vary quite widely, but they are typically very, very short, because they are typically capital-rationed, so they don't have enough money to spend on process-related challenges, let alone other things like energy management, but it would be quite variable, I would say.

MR. MONDROW:  And do your current programs solve that problem of capital constraint for large industrials, not the proposed $800,000 a year, but the current self-direct, for example?

MR. GOULDEN:  Our incentives would help with the payback, because of course that would be another revenue stream for the project.

MR. MONDROW:  Okay.  And I think I've got an undertaking from you already, you've got some data on percentage of total project cost, so we'll wait and see what percentage we get there.  Thanks.

There's been a lot of talk about carbon pricing, and I don't want to go through all of that, and I don't have the time, indeed, but would you agree with me, Ms. Lynch, that once your largest industrials, which will probably be, I guess the terminology would be large final emitters or something like that, are captured under a carbon cap-and-trade program, if that's indeed the way the policy unfolds in Ontario, they won't need any incentives or encouragement; they'll be legally obligated to reduce their energy consumption, or at least their emissions, which for carbon is probably tantamount to reducing their energy consumption.  Would you agree with that?

MS. LYNCH:  Yes, I agree, once the structure is known.

MR. MONDROW:  Right, and you've been very clear about that.  Mr. Poch and others have suggested to you that we might be seeing this regime as early as 2016, and I think he took you through the timing for the midterm review, which would be effective at the earliest for 2018, at least in his proposition and your evidence.

So in respect of the carbon issue, would it be appropriate, do you think, to review that issue and its relationship with energy efficiency, at least for large final emitters, before the midterm review, assuming that we know what the structure's going to look like?

MS. LYNCH:  I believe the midterm review is the time when we will have the information available to make that assessment.  If there is other information that we know in the meantime, that we'd want to look at it at that time.

MR. MONDROW:  Would it be appropriate if there is clarity between now and then for the Board to look at it at that time?

MS. LYNCH:  Yes.

MR. MONDROW:  Okay.  Last topic, Mr. Dent, steelmaking --


MS. LONG:  Mr. Mondrow, is this about a five-minute topic?

MR. MONDROW:  Yes, it is.

MS. LONG:  Okay.

MR. MONDROW:  I am conscious of your indulgence, Madam Chair, and I will finish up.

Mr. Dent, someone at Union purports to have expertise in steelmaking.  Is steelmaking in Canada essentially the same, in terms of process and equipment, as steelmaking in the United States?

MR. DENT:  To my knowledge, in the United States, it is a bit more of the small mill going on.  In Canada there tends to be more large integrated steel operations.  That would probably be the extent of my knowledge between Canada and the U.S. on steelmaking.

MR. MONDROW:  Sorry, U.S. is larger integrated and Canada is smaller?  I missed that.  Or is it --


MR. DENT:  No, it's my understanding that in the U.S. there certainly are integrated mills in the U.S., but there is more -- some of the mini-mills in the U.S., whereas Canada, I believe, has fewer of the mini-mills, more of the integrated facilities.

MR. MONDROW:  So what's an integrated facility?

MR. DENT:  It would be the big plants that Dofasco, US Steel, and S.R. Steel operate.

MR. MONDROW:  What makes it integrated?  What does that mean?

MR. DENT:  Not to get too layman-ish here, but making steel out of a blast furnace, as opposed to a micro-oven.

MR. MONDROW:  Okay.  Bigger, more capital-intensive, bigger capital investments, more throughput, more energy input.

MR. DENT:  Yes, I think that's fair to say.

MR. MONDROW:  Okay.  So I'm not going to take the time -- in my compendium I included some stuff that is already on the record, so I included, starting at page 29, an excerpt that Mr. Elson for Environmental Defence provided at the technical conference in this proceeding.  It is an excerpt from a Mowat Centre study, and he highlighted a few pages, and then during the technical conference he was speaking to Board Staff's expert about that study, and I produced the pages from the transcript, and I don't have time to take you through those, but following that in my -- they're obviously there for you to read, and if you need to pause and read them that's fine, from my perspective.

Starting at page 40 of the compendium, I reproduced in full a study that one of our steelmaking -- one of IGUA's steelmaking members sent to me.

Now, admittedly this is a US Steel industry study.  It is entitled "Meeting energy efficiency emissions reduction goals in the US Steel industry", and that's why I asked you, Mr. Dent, about Canada versus U.S., and I took your answer to be that you wouldn't think that energy efficiency in Canada for steelmaking would be any different from energy efficiency in the U.S. for steelmaking.  Is that fair?

MR. DENT:  Yes, that's correct.

MR. MONDROW:  And if you just turn to page 41 of the compendium about this report, about halfway through the paragraph, I'll just read into the record, "This work was sponsored..."

Sorry, I provided this on Friday.  I don't know if you've had a chance to -- I was hoping you'd spend your sunny weekend reading it.  Have you had a chance to look at the report?  It's not that long.

MR. DENT:  I didn't spend a lot of time on it.

MR. MONDROW:  Okay.  All right.  So if you have any trouble with any of these questions, just say -- obviously you haven't read the report, and I'll move on.

But in terms of about this report, as I was reading from page 41 of Exhibit K4.1, in terms of the source of the report, it says:
"This work was sponsored by the industrial technologies program within the U.S. Department of Energy's office of energy efficiency and renewable energy."

Are you familiar with that agency?

MR. DENT:  No, I'm not.

MR. MONDROW:  You're not; okay.  Let me go to acknowledgements then on the same page at the bottom, it says this report was prepared for the U.S. Department of Energy.

You are familiar with the U.S. Department of Energy, I assume?

MR. DENT:  Yes.

MR. MONDROW:  And there were two contributors to this study, Energetics Incorporated -- have you ever heard of them?

MR. DENT:  I have not.

MR. MONDROW:  Carnegie Mellon University?

MR. DENT:  I've heard of Carnegie University.

MR. MONDROW:  If I just go to page 42 of the compendium, under executive summary, it says:
"The US Steel industry has almost fully achieved the energy efficiency and carbon emission reductions that can be obtained using today's best available technologies.  Additional breakthrough steel-making technologies and processes will be needed to achieve proposed domestic and global policy goals for energy efficiency and carbon emission reductions."

Are you familiar enough with steel-making, Mr. Dent, to either agree or disagree with that proposition, in respect -- this is obviously in respect of the U.S., and I'm implicitly asking to you import that into what you've acknowledged as similar steel making in Canada.

MR. DENT:  I'm not sure I could give an educated view on that.

I do know that in our own EnerSmart program, we've had seven or eight projects where we've worked on some blast furnace gas-flaring issues.

So I think there is some work that's still ongoing, but I couldn't intelligently make a judgment one way or another on that statement.

MR. MONDROW:  Okay, you are not yourself an expert in steel-making, I gather?

MR. DENT:  No, I'm not even an engineer.

MR. MONDROW:  Could I get an undertaking for your steel-making expert to give me a view on that statement, it as applies in Canada?

MR. DENT:  Yes, we can do that.

MR. MILLAR:  That is J4.4.

UNDERTAKING NO. J4.4:  Union TO GIVE its EXPERT VIEW ON THE OPINIONs QUOTED at PAGE 42, at page 55, and the two-paragraph section on page 23 OF THE IGUA COMPENDIUM


MR. MONDROW:  And if I could take to you page 55 of the compendium, I'm looking at the second paragraph and about halfway through the second paragraph, there is a sentence that starts "In addition", and the sentence reads:
"In addition, although it is possible to operate at the highest efficiency levels operated by best available technologies, it is currently economically unattractive to do so."

Are you familiar enough with steel-making, Mr. Dent, to give me a view on whether that statement applies in Canada?

MR. DENT:  No, I'm not.

MR. MONDROW:  Could I add that to the undertaking, and ask your colleague to look at that?

MR. DENT:  Yes, we can do that.

MR. MONDROW:  Thank you.  Similarly, and just for completion, Mr. Dent, if I could take to you page 66 of the compendium, there is a bit more elaborate conclusion section.  It's a two-paragraph section on page 23 of the report, and if you wouldn't mind, and if it's okay with counsel, could I just add those two paragraphs to the undertaking and get your colleague give as a view on the findings from the report, as described in the passages that I put to you, in respect of whether he agrees with those propositions regarding Canada's steel making industry.  That would be appreciated.

MR. DENT:  Sure, to the best of our ability, yes.


MR. MONDROW:  Fair enough, and any caveats or disagreements, obviously we'd be anxious to hear those.

MR. DENT:  Certainly.

MR. MONDROW:  Madam Chair, conscious of the time and your indulgence, I'm going to end there.  I appreciate your patience.

MS. LONG:  Thank you, Mr. Mondrow.  We're going to break for lunch now for an hour.  We're will be back at then to 2:00.

I would ask that the parties still need to cross-examine -- that is APPrO, BOMA and GEC -- just provide Board Staff with an update of what your estimates are.

I'm just wanting to know whether or not we're going to be able to get the Enbridge panel on this afternoon, so an update on your time estimates so it would be helpful in us reaching that conclusion.  Thank you.
--- Lunch recess taken at 12:49 p.m.
--- On resuming at 1:52 p.m.

MS. LONG:  Mr. Smith, are there any preliminary matters?

MR. SMITH:  No, Madam Chair.

MS. LONG:  Okay.  Thank you.  Then, Mr. Brett, are you ready to begin your examination?

MR. BRETT:  Yes.

MS. LONG:  Please do so, then.
Cross-Examination by Mr. Brett:

MR. BRETT:  All right.  Good afternoon, Madam Chair and Panel and witness panel.

I want to start just by going over a couple of basic facts.  As I make it, there are 32, at the moment, or at least at the end of 2014, there were 33 T2 and rate 100 customers; does that sound about right, 33?

I'm speaking here not of T1s, but T2 and 100, what I'll call the large customer class.

MR. TETREAULT:  That's correct, Mr. Brett.

MR. BRETT:  And just as an aside, I think that the -- well, let's forget the aside.  So we've got that many large customers, that many entities in the large customer class, 33.  This might be for you -- is it Mr. Dent, D-e-n-t?

MR. DENT:  Yes, that's correct.

MR. BRETT:  It's for anybody, but what I'd like to know is, of those 33, how many are generators?  How many are gas-fired generators?  I noticed you said you were responsible for generators and other strategic customers, so...

MR. DENT:  Yes, we have an IR to that effect, and just give me a quick second, I'll try to look that up.

MR. BRETT:  All right.  Okay.  Perhaps while you're looking it up, what I'd also like to know is, of those -- whatever that number of generators is, how many of those generators are co-generators?  I know some are, but I'd like to know how many are.

MR. DENT:  APPrO 2...  Okay.  APPrO 2...

Oh, yes, pardon the delay, on Exhibit B, T5, Union.APPrO.2, and we have subsection (b)(ii), they are five gas-fired generator customers in Union North with 11 plants and six customers in Union South with seven plants.

MR. BRETT:  So would that mean that when you count customers within rates, I seem to recall you count plants, rather than companies; is that right?  In other words, of those -- would that mean there would be 18 in total, Union North and Union South, 18 separate facilities that are effectively viewed as, for rate-making purposes, separate consumers of energy; is that right, Mr. Tetreault?

MR. TETREAULT:  Subject to check, Mr. Brett, I believe that's correct.

MR. BRETT:  Yes.

MR. DENT:  They'd have their own contract.  They might be owned by the same company, but they'd be in different locations.

MR. BRETT:  They'd be in different locations, and they might have different contracts with, for example -- well, they'd almost certainly have different contracts with either the -- with the OPA; right?  Those are by plant, those contracts?

MR. DENT:  Yes, that's my understanding, that they're negotiated individually, so it's not just each plant would have their own contracting element with the appropriate counter-party.

MR. BRETT:  Okay.  Thank you, so that really means 18 out of 32 are -- a little over half are generators.  Now, of those 18, do you know how many are co-generators?

MR. DENT:  I need to step back just for a quick moment, because it's not correct to assume that all these 18 are in the large volume category --


MR. BRETT:  I'm sorry, that's -- I'm glad you did say that.  I'm interested in the -- I'm interested for the moment in the ones that are in T2 and 100.  I'm not interested in the ones that are in T1.  I sort of regard T1, listening to this morning's conversation, as medium-volume, but I'm interested in the combination of rates 32 and rates 100.

MR. DENT:  Yes, in Union South, they would all be -- all the generators would be T2, and in Union North -- yeah, it wouldn't be all the -- there's a --


MR. BRETT:  Wouldn't be all...

MR. DENT:  No, there's at least three that come to mind that wouldn't be, but I'd have to -- I'd have to confirm.

MR. BRETT:  Would you mind confirming that by way of undertaking?

MR. DENT:  Sure.

MR. MILLAR:  I think that's J4.5.
UNDERTAKING NO. J4.5:  UNION TO ADVISE HOW MANY OF THE GAS-FIRED GENERATOR CUSTOMERS ARE IN RATE CLASS T2 AND 100 AND HOW MANY ARE CO-GENERATORS.

MR. BRETT:  And then again going back to the co-generation question, of the ones that are -- of these 18 that you've given me here, and in particular, of the ones of those 18 that are in the T2 and 100 rate classes, do you have any idea how many are co-generators?  I know there's two in the Windsor area that are co-generators, but I should probably know them all, but I can't -- I'd like to kind of have your version of it.

MR. DENT:  Could you just clarify for us, Mr. Brett, your idea of a co-generator?

MR. BRETT:  It is a good question, because it's a little complicated, but what I'm -- I'm really looking at, well, at the highest level, someone that's -- a generator that is co-generating -- that is generating electricity, but also where the heat -- the waste heat from the turbine or from whatever number of stages the electricity generation process has is also being used to fuel -- is going to a heat source that requires the heat for a commercial purpose.

MR. DENT:  Yeah, and I know there's a handful of those customers in our franchise, and going by memory I couldn't give you an exact number.

MR. BRETT:  Well, perhaps you could just add that to the undertaking.  Would that be all right?

MR. DENT:  Sure.

MR. BRETT:  Okay.  So we just add to the undertaking the number that are co-generators.

And I understand there's some grey areas, but we don't have time to discuss the minutiae of the grey areas, so I am satisfied with a, you know, a kind of a common-sense answer there.

Now, I wanted to ask you, Ms. Tracy -- Ms. Lynch or Mr. Goulden, whomever, leaving aside for a moment the -- I mean, we're all agreed that in rate 200 -- sorry, in rate T2 and rate 100 we have some generators, and we have some, what I'll call conventional customers, or I use the word "end-use customers":  Factories, steel mill, petrochemical entities, pulp and paper mills.

When people talk about DSM generally, would you agree with me that they tend to focus on end-use customers, DSM measures?  They don't -- they don't really focus a lot on gas-fired generators, DSM measures.

I'll get to the reasons for that in a moment.  But -- and I fully understand that they are all part of the same rate class.  In other words, from a rate class distinction, a gas-fired generator is just another customer consuming gas.

But I put it to you from a CDM policy, top-down view, when you get into the world of targets and measure and what makes a CDM program tick, I'd like to ask if you agree with me that they're quite different, that historically, and any other way you want to cut it, industrial DSM emerged to deal with the issues of the large end use customers, not a two-year-old 1,000-megawatt gas-fired generator, peaking generator, using a GE7 frame technology, as an example.

Do you want to just comment on that?

MR. GOULDEN:  Sorry, Mr. Brett, I think I heard two questions there.  One is was there a distinction in terms of end use opportunities for DSM and the power generation market versus your term, you know, traditional technologies.

And I would say they're different, but they are still opportunities in both.

MR. BRETT:  All right.

MR. GOULDEN:  The other question I think I heard you say was what about impact of age of the plant.  Clearly the types of opportunities are different for a new plant than they would be for a much older plant, but we still think there can be some opportunities.

MR. BRETT:  Fair enough.  When you talk about -- your comment about generators still offering opportunities, would you say that particularly applies to co-generators?  Or would that apply equally to co-generators and what I'll call just straight generators -- peaking plants, for example?

MR. BENNETT:  Well, the process, Mr. Brett, in my recollection is relatively the same.  You generate a certain amount of steam, and it can either be brought back into the turbine to produce more electricity, or that steam then goes to the industrial host and that industrial customer will use it in their manufacturing process.

So the system itself wouldn't be different; it's just where does that extra steam go?  Does it go back into producing more electricity, or does it go to the industrial application.

MR. BRETT:  You're saying, in effect, the CDM opportunity would be roughly the same in both cases?

In other words, putting it another way, the fact that you have a co-generator rather than a pure generator -- and I appreciate your comment about the steam -- but what you're telling me -- I'd like to confirm you're telling me that the fact that we have a co-generation involved with a steam host or district energy -- it could be a variety of steam hosts, right -- that in itself doesn't throw up additional opportunities for DSM projects.

Is that what you're saying?

MR. DENT:  To my knowledge, within the electricity generator itself, you would not have more or less, because the process is the same in both issues, just the application of where that steam or heat that can generate more electricity, whether it gets reprocessed or whether it goes to the host.

MR. BRETT:  Right.  I guess another way of saying it is that if that steam is used by a host customer, an industrial customer as would most often be in a co-generation scenario, you may find some efficiencies with the host customer in terms of its steam consumption?

MR. DENT:  Well, you'd still do the DSM work with the host customer, and it could be a different piece of work because once that steam goes into the customer's facility and he's making widgets of whatever kind, that facility may have, say, a maintenance program or steam trap leak and that would have nothing to do with the power -- how the power -- how the steam was generated itself.

MR. BRETT:  That's a fair point.  I think we should -- let me just go on here.

What I would -- let me ask you this, and I will come back to this a little later.  But let me ask you, one of the -- now this goes again to the distinction between generators and what I'll call end use customers.

Have you found in your experience that some generators, when they're approached about doing DSM, might say "Well we're not interested in DSM.  We don't like DSM.  DSM is competitive to us."

Do you find that?  Have you had that kind of reaction?

MR. DENT:  Yes, I think that's fair that power customers as a group, although they're not uniform, would suggest that their situation would drive them toward conservation efficiencies regardless.

MR. BRETT:  I'm sorry, which did you say?  Did you say you -- I didn't quite get the last comment there.

MR. DENT:  Yes, I would tend to agree that power generators as a group, again not that they're all -- they all feel the same way, but the typical generator would say they're in the business of being efficient and so they may not need a DSM program.

MR. BRETT:  That's what I was asking, because I have noticed that in the -- I'll come back to this when we talk about -- I want to talk a little bit about the consultation process that you did with your 22 large customers, or 22 of your large volume customers.

Let me just -- before I do that, let me check my notes here.  I want to make sure I don't skip over anything.

In your view, you did apply for, in EB-2012-0337, which was the application which you took to the Board to approve your 2013-2014 DSM programs, you applied for and you got Board approval for what we call the self-direct approach to energy efficiency for, among others, the large customers, the T2 and the 100 customers; correct?

MR. DENT:  Yes, that's a program that we have now.

MR. BRETT:  And you -- generally speaking, have you felt that program has worked well?

MR. DENT:  Yes, as was noted this morning, there has been good participation and even in 2015, all but one of those customers filed an energy efficiency plan.

MR. BTETT:  Now just on that participation issue, you did say, or I think you did show that -- and I think this was for 2015, because you did talk about this morning, as you say.  You had very close to 100 percent participation in that program in 2014, right?

MR. DENT:  Yes, in 2014, we were closer to 90 -- it was 95 percent.  This year it will be 97 or 98 percent.

MR. BRETT:  Okay.  Then going back to 2014, say for the first couple of years of that last three-year DSM incentive program you had, or framework program you had -- which, I think, was 2012, 2013 and 2014 -- did you have a similar high participation rate for your T2s and 100s in 2013 and 2012?

MR. DENT:  In our evidence, Mr. Brett, Exhibit A, tab 3, appendix A, line 15 -- pardon me, page 64, line 15, we note that in 2013, the participation rate was 82 percent, and that was the first year of the direct access program.

And then last year the -- it was 95 percent, and this year we have all but one customer participating, so it is 97 percent and change.

MR. BRETT:  Okay.  And just so that everybody is clear, what you are calling their access program is the self-direct approach; correct?

MR. DENT:  Yes, that's the T2 rate 100 program.

MR. BRETT:  Yeah.  Exactly, but it is the self-directed -- it is where each of those participants effectively has access to a slice of the program dollars.

MR. DENT:  That's correct; they compile their energy-efficiency plan and that gives them access to those funds.

MR. BRETT:  Right.  Now, prior to that time, without getting into any all -- any real detailed history, prior to that time, before you had the direct access or the -- I assume that the T2 and the 100s had a pool, effectively, approach; is that right?

In other words, you had an incentive program similar to the one you had from 2012 on, but it was structured somewhat differently, or is that the case?  I'm trying to get a sense of how far back this program for the very large customers has gone.


MR. GOULDEN:  It was, to your question, Mr. Brett, so before 2013, it was effectively a resource acquisition type program.

MR. BRETT:  Right.  Right.

MR. GOULDEN:  In 2013-14, it was a direct access, where -- as we just described.  It was self-directed, in your terms.

MR. BRETT:  Okay.  And by resource acquisition you're meaning what?  It just wasn't self-direct; there was a pool of funds provided and everybody -- what's the distinction again?

MR. GOULDEN:  I think you've got it generally right.  So what it would have been before 2013, it would be similar to our other direct -- sorry, our other resource acquisition programs, where there's a pool of funds that are available for incentives --


MR. BRETT:  Okay.

MR. GOULDEN:  -- and they are used by those customers who choose to participate in the incentives --


MR. BRETT:  Okay.  I understand, and is it the case that with these large folks -- and it must be the case to some extent, given the very high level of rates of participation that you have, that you've just spoken to me, that these large customers can do a whole series of these projects?  In other words, the fact that they'd done a project in 2012 does not mean they wouldn't do another one in '14 or another one in '15.  They would do those projects as their analysis led them to, to say, Okay, it's time to do another retrofit project or another piece -- put another piece of equipment into our puzzle here; is that correct?

MR. GOULDEN:  Yes, Mr. Brett, and I think the other distinction is for those customers in the direct-access program, for '13 and '14 they had some planning certainty, and what I mean by that is they knew in any year that first of all they would be required in order to participate in the program to actually file an energy management plan where they would identify what projects they would do --


MR. BRETT:  Right.

MR. GOULDEN:  -- but they would also in fact have budget, and the budget would be based on their contribution and rates to the program --


MR. BRETT:  Right.

MR. GOULDEN:  -- so they had lots of certainty, and consequently they planned accordingly.

MR. BRETT:  Right.  And did they have to spend that money in the year, or could...

MR. DENT:  Yes, they did.

MR. BRETT:  Okay.  That's helpful.  So, now, the -- you have talked a bit about this this morning, so I'm going to be very brief on this point, but I just wanted to flag the point that -- I guess I'm looking at the framework -- the Board's framework, 2014-0134, and I'm looking at page 27, and the third paragraph and the first sentence.  I'll just read this sentence.  You can read the sentence.  I'm going to read a short sentence here:
"The Board is of the view that rate-funded DSM programs for large volume customers should not be mandated, as these customers are sophisticated and typically competitively motivated to ensure the systems are efficient."

So essentially that's saying that we do not want you to do those programs anymore in that -- in that way; is that right?  That's what I'm reading by mandate.

MR. GOULDEN:  Yes.

MR. BRETT:  And then over the page, 29, and this -- I want to flag this because it relates to something -- a discussion you got into this morning about what kinds of technical-assistance measures can be funded.

If you look at just the second -- it's the first full sentence on page 29:  "Any additional funding...", and we're still talking here about large -- the T2s and 100s:
"Any additional funding to support customer-specific deliverables, including facility audits, engineering reports, technical upgrades would need to be provided directly from the participating customer."

So that basically says that you can't have as a project or as part of a project, the way you did in 2012 through the end of this year, you can't put money up for a specific audit, for example.  I think you already said this, but I just wanted to confirm.

MR. GOULDEN:  Yes, we would agree with that.

MR. BRETT:  Okay.  Now...  I am cutting out some things, because you had some pretty good discussions, and I don't want to belabour this.  Now, just as a -- again, without getting into a long discussion, my understanding -- and my understanding comes from reading this framework -- was that if you go back in the year prior to the time the framework was published, there was a consultative process, right, 0354, that the Board ran to essentially get input from stakeholders on what the new framework and guidelines should look like, and I think they may have published a draft and then asked for further comments, and you were involved in that; right?

MS. LYNCH:  Yes.

MR. BRETT:  And I'm right in thinking, and I believe it's in here, is where I got the information, that in that consultative process you as Union had suggested to the Board that they allow you to continue to use the program, the large-scale -- large volume program for T2 and 100 that you had been using over the previous four years; right?  You asked that that be continued.  I don't mean now in this program; I mean in the consultative that took place a year ago.

MS. LYNCH:  Yes.

MR. BRETT:  Okay.  Now, I'd like to ask you a few questions on the -- on your evidence.  This is appendix A -- sorry, Exhibit A, tab 3, appendix A, and this is a discussion of a different consultation.  This is a consultation that you had, as I understand it, with your T2 rate 100 customers.

In fact, it is entitled "Compilation of rate T2 rate 100 customer feedback on proposed program changes for 2016-2020".  And as I understand it, you'd gone out with an outline, you'd sent an outline out to your -- to this group of customers, and then you asked for their comments.  You got comments back, and I count you got comments back from 20 of the 32.  That's pretty good, by my lights, but anyway.


So one of the -- I have a couple of questions here.  What I noticed from reading the comments that you got back -- and I'm speaking now -- I'm looking at it -- comments as a whole, sort of reading all of them, sort of thinking about them a little bit.  And there were three things that struck me, and I wanted to ask you about each of the three.

The first of these was -- I would say that probably over 90 percent of the customers that responded said that they expressed support from the technical people, the engineering people, and the customers' representatives, the large volume customer representatives at Union, they expressed support for that.  They said it was very helpful to them, and they would like to make sure it continued.

Is that a fair summary, in your view, of that piece of the feedback?

MR. DENT:  Mr. Brett, I'd have to do a double-check, but that sound just a touch high.  There were a number of customers who thought that Union couldn't provide -- or the technical assistance Union would provide wouldn't be of benefit to them.

So I don't have an exact number, but I think 90 percent is a touch high.

MR. BRETT:  I actually agree with that.  I was fiddling on Sunday with 80 percent, 90 percent.

But let me ask you this, further to your comment.  What I'd like to know, and I'd like to ask you if you can provide this -- without, of course, providing any names, but which of these customers that are labelled A through T were generators?  Can you provide that?

MR. DENT:  Yes, I can probably do that right now.  I would like to just make a small -- not a correction to Mr. Brett, but just to alert the Board of the fact that what we filed in evidence was -- there was an error in our filing. So we updated that chart on APPrO IR number 2, Exhibit B, T5.Union.APPrO.2, and Mr. Brett is correct that there were 20 responses, and that's listed in that IR.  What was found was an error.

So with that change, Mr. Brett --


MR. BRETT:  You can either do it now, Mr. Dent, if you're confident that you can just mark them, or you can do it in an undertaking.

MR. DENT:  No, I can do them now.  K is --


MS. DeMARCO:  I wonder if I could just speak to this briefly, Madam Chair, the request?

MS. LONG:  Ms. DeMarco, you have a concern about this request?

MS. DeMARCO:  I'm not sure exactly what the request was in relation to the identification of specific generator customers, or whether it was just generally the number.

MS. LONG:  Mr. Brett?

MR. BRETT:  It is the specific generators.  I don't want any names.  I just want Mr. Dent to indicate which of these letters are generators, gas-fired generators, that's all.

MS. LONG:  I think Ms. DeMarco may have a concern with that.

MS. DeMARCO:  I do, and would ask that the Panel take its jurisdiction to ensure that the panel is assuring confidentiality that it promised in the initial instance of doing the anonymous survey quite seriously, and that we're not treading on to an area where we are breaching confidentiality requirements.

MS. LONG:  Mr. Smith?

MR. BRETT:  Sorry, did you want me to reply to that or --


MS. LONG:  I want Mr. Smith to deal with this first, and then Mr. Brett.

MR. SMITH:  We don't propose to name names.  We're not aware of any specific confidentiality issues that arise, but we obviously take our undertaking seriously.

So unless there's more detail, we think we can proceed.  But perhaps you can give us some additional guidance.

MS. LONG:  Mr. Brett, can you again clarify what it is specifically that you're asking for?

MR. BRETT:  Yes, yes.  Again, what I'd like the panel to do is to identify which of these customers, which are labeled A through T, are gas-fired generators.

MR. SMITH:  Would it be sufficient for BOMA's purposes, and would it be satisfactory in addressing Ms. DeMarco's concern, if we gave the total number of A through T which are generators?  Would that be acceptable?

MR. BRETT:  Well, what I was -- I'll tell you the reason I would like the actual letters checked off that are generators is that in some of these -- in some of these responses, probably half a dozen, no more than half a dozen, the recipient or the customer that's putting back the comment is making the point that essentially we're in the energy business, the energy conversion business -- they phrase it different ways, but they say we don't have any need of any technical expertise of any type from Union.

This is sort of a variation of what Mr. Dent was speaking about a while ago.

I would like to try and match that up, those comments up with the ones that are generators.  My suspicion is that most of the people that made that comment about Union's technical service, that they didn't need, they didn't want it -- my suspicion is that most or all are generators, and I'd like to confirm that.

MS. LONG:  Ms. DeMarco?

MS. DeMARCO:  I'm just a little concerned, Madam Chair, that participants in the rate class writ large undertook voluntarily to participate in what they understood to be anonymous survey.  And to the extent that we are going down this slippery slope of identifying customer A was a generator, customer B was a steel producer, customer C was a -- I am quite concerned about the accuracy and veracity of the auspices under which that survey was initially undertaken.

So I'm in the Board's hands at this point.

MR. BRETT:  We are not asking to say whether you are a steel producer or pulp and paper producer.  If you got to that point, I think there could be an issue.  If there are only two steel producers in Ontario, that might be akin to identifying people.

But we are not asking that.  We are just asking if you are a generator.

MR. SMITH:  If I may, Madam Chair, two very brief points.

One, we recognize the point that Ms. DeMarco is making, and we are concerned about the ability to get this sort of information in future if the lines appear to be changing.

And the second point we have is that it's not really clear to us why this is helpful or relevant.

So we're reluctant to cause unease for some -- for a purpose that isn't entirely clear, given what we currently understand about this line of questioning.

MS. LONG:  So you object to giving the undertaking now?

MR. SMITH:  Yes, we do.

MS. LONG:  Okay.

MR. BRETT:  Well, if what Mr. Smith is saying is that he doesn't -- he's all right with disclosing how many are generators, but not which of the individual numbers are generators, I mean for convenience and to move this along I can agree with that.

MS. LONG:  Mr. Smith?

MR. SMITH:  That would be appreciated.

MS. LONG:  Ms. DeMarco, does that address your concern adequately?

MS. DeMARCO:  I believe so.  It is not ideal, but certainly to facilitate the Board's --


MS. LONG:  Okay, let's mark that as an undertaking and move on.

MR. MILLAR:  It's J2.6 and it is to identify the number of power producers that are contained in the survey in attachment A.

UNDERTAKING NO. J2.6:  UNION TO IDENTIFY THE NUMBER OF POWER PRODUCERS THAT ARE CONTAINED IN THE SURVEY IN ATTACHMENT A

MR. BRETT:  Now, just going back to where I was getting into these questions' responses, we were talking about the number of positive responses.  Eighty percent or so of these responders were very positive about Union's technical role and advice-giving role.

So I just wanted to read a couple of these that I thought were interesting.

The fourth bullet -- if you just look down this list and maybe the Board has it in front of you.  It would be -- or you have it on the screen.  I just want to quickly go through a couple of these things to get some representative comments.

The proposal makes sense.  This is -- they're speaking of Union's proposal, and they would like to retain access to an experienced professional engineer with a good breadth of energy-saving approaches.  That's one of them.

And another one is the third bullet in Box B:
"The program concepts regarding training, regional seminars, lunch and learns, access to an experienced energy expert were strongly supported."

And then perhaps finally C, the second bullet:
"The proposed program concepts regarding training and access to an experienced energy expert were strongly supported."

Now, Ms. Tracy (sic), Mr. Dent, would you agree with me -- and I could go on and read these, but obviously I've read you enough to give you the flavour -- would you agree with me that the fact that you have very strong interests on the part of these very large customers, the 22 customers, 80 percent of them have made this point in one fashion or another, the fact that you got this -- these comments, is that not evidence that these large energy consumers, generators possibly excepted, even though they're large and they're part of large organizations, they do not have -- do not have energy-conservation experience at the plant level, in their Ontario plants, or easily available to them from elsewhere in their organizations?  So do you agree with that?

MR. DENT:  No, I wouldn't agree with that, Mr. Brett.  We find that in the large volume segment, whether you're talking about a power generator or a steel company or a refiner, that they all have strong focus on energy conservation.  They may have different formats, different types of energy teams, different structures in their maintenance program, but in my experience and the experience of my team, these customers are focused on being as efficient as they can, so they certainly have a focus there.

They value Union's technical expertise, however, because we can come in kind of with a new -- a fresh set of eyes, can take a look at a situation, not being bound by some of the constraints that sometimes we're bound in our own organizations, and we can often make suggestions, or in dialogue, you know, come to a -- come to help the customer with either an individual problem or with providing a solution for a more -- or being part of the solution.

MR. BRETT:  The second thing is they have a -- they seem to have a considerable respect for Union's knowledge.

Let me clarify what I said.  I didn't really mean to say that the companies were not anxious to reduce costs as much as they could.  Nor did I suggest that energy is not an important cost of doing business to at least some of them, to all of them, really, in those -- in that category, but that they -- nor even did I mean to suggest that they didn't have a, what they called energy team in their plant.

But what I'm asking is:  They're expressing a very strong opinion that they want to have your continuing advice and expertise.  Why would they do that if they were as sophisticated as some people would lead us to believe in their own energy management awareness and activities?  I'm not questioning their motivation; I'm asking -- I'm suggesting that these responses that you're getting virtually from everybody across the board who isn't a generator or close to it is suggesting that they don't have, at the plant level, and don't have easy access to leading-edge concepts, ideas, approaches to energy conservation in the plant.  I find it -- you can comment.

MR. DENT:  Well, I draw your attention, Mr. Brett, to Exhibit A, tab 3, appendix A, page 70.  We talk about --


MR. BRETT:  Excuse me, I want to look that up.  Is it on here?  Sorry -- it's not here yet.  Okay.  All right.

MR. DENT:  We have tried to address a bit of what you've said, and in a bit of my discussion with Mr. Mondrow this morning that, you know, there may be some issues within the plant -- as a plant you've got certain objectives that you've got to achieve, so your staff is focused on those objectives.

We're not constrained by that, so we can maybe come in and offer some arm's length advice, be kind of an honest broker in those situations.

And the other thing that's happening in, I think line 24 as well, hits the idea that there is an aging work force as well, so there's new individuals coming into the plants to be trained.  I attended an energy team meeting just about a month-and-a-half ago, and there were probably eight people there.  Three would have been under 30.


So again, there is a changeover happening with people retiring, so again, the Union expertise can help.  Some of those changes are also happening as well.

So -- just so I can finish, the -- again, the focus of the industrials and even power generators as well, they want to be as efficient as they can.  They maybe know some ways that we have a technical and training side as Union can help in those efforts.

MR. BRETT:  Yeah --


MS. LONG:  Mr. Brett, just before you ask your next question, you are over your time.

MR. BRETT:  I'll move along then.

MS. LONG:  I extended some extra time to Mr. Mondrow this morning, so I'll do the same for you, but if you could wrap it up in the next five to ten minutes.

MR. BRETT:  All right.  Fine.

MS. LONG:  Thank you.

MR. BRETT:  That's fine.  Thank you.  I also would note, looking at the same material, that I count six of the 20 expressing support for incentives, so in other words, a substantial minority, not a majority, but a substantial -- about a little less than a third are saying they value the incentives and they will miss them; do you agree with that?

MR. DENT:  Yes, we did receive some feedback where customers have used incentives perhaps in a creative way.  One customer, for example, is allowed to take the incentive and apply it to other energy-efficiency projects in their plant.  Another customer will take the incentive, and it is a way to elevate to the senior management smaller projects that might not get their attention without some of those dollars.  So again, there is some customers who have expressed that

But having said that, these customers also said that they can -- that they also see value in the new program, that Union continues to provide the technical support and the training application that I talked to you about this morning --


MR. BRETT:  I understand that.  I'm going to ask you to stop there, because I have limited time, and you've made that point three or four times, but I think that the point I wanted to leave with you is a number of the customers expressed concern about the incentives being no longer available; right?

MR. DENT:  Yes, it's fair to say that within --


MR. BRETT:  The other thing is -- the third point I would say is that -- and I'm saying this for the Board's use -- convenience as much as anybody else's -- most of the customers said, Well, the really important thing is the avoided costs, the fact that we save a lot of money because we use less gas; that's more important than anything else.


And my point -- well, my question for you is:  You'd agree with me that that's obvious.  Of course that's going to be the most important thing?  I mean, the most important thing is going to be a million dollars in saving and gas costs, not a $50,000 incentive?

MR. DENT:  Certainly the lower program cost that was attractive to most customers --


MR. BRETT:  I'm not talking about program costs, I'm talking about the fact that customers are saying that the most important thing with a DSM program is the cost savings that you achieve; that's what's most important.

Am I missing something here?  We seem to be passing in the night.

MR. DENT:  No, the value is the molecule that you don't burn.  You're absolutely right.

MR. BRETT:  What I'm saying is that of course is right.  That's a truism, because it can be a very large value for these people; correct?

MR. DENT:  That's correct, the molecule saving can be significant.

MR. BRETT:  Just one other question, Madam Chair, just to kind of complete this sort of perspective on this.

Am I right that in the previous program, in the self-direct program that you've had up until -- you will have up until the end of this year, to what extent did you measure the savings that were achieved?  Can you comment on that, Mr. Goulden?

In other words, was there an effort to measure before and after; consumption before the incentive was provided and the retrofit was done, and consumption after that?

MR. GOULDEN:  Do you mean measures as in metered or --


MR. BRETT:  When I say measured I mean measure by meter.

MR. GOULDEN:  There is a focus on doing that where it is applicable.  But in the large volume program, it is almost never applicable.  So, no, not generally.

MR. BRETT:  What makes you say that?

MR. GOULDEN:  Because of the nature of the custom projects that the large volume customers typically do are very unique, and there's not necessarily metered savings that you can identify associated with those projects.

MR. BRETT:  All right.  So in other words, you're saying that even an effort to -- let me give you an example, Mr. Goulden, and maybe this will help.

An energy service company goes into an industrial customer and makes a performance contract with them.  As you know, the way the energy service business works, the service company puts up the capital and the capital is repaid through a stream of savings.

Now, the energy service company always, always creates a program to measure those savings before and after; otherwise it never gets paid.

So if they're doing that with various commercial-industrial customers, are you saying that there can be -- that there can be significant retrofit projects going forward that you're supporting where there are no savings?

MR. GOULDEN:  No, I wasn't saying that, Mr. Brett.  I think your question was with regards to the large volume direct access program, so Union's very largest customers, was there significant -- what I'll call Q-sum analysis, whereby we metered the savings.

My response to that was no, typically there isn't, although in the case -- where can apply Q-sum, we do.  It is just fairly rare because the types of programs we do for these large integrated manufacturing facilities are not generally conducive to Q-sum type analysis.

MR. BRETT:  Thank you, those are my questions.  Thank you for accommodating me.

MS. LONG:  Thank you, Mr. Brett.  Ms. DeMarco?

MS. DeMARCO:  It will be Ms. Kyriazis on the record.
Cross-Examination by Ms. Kyriazis:


MS. KYRIAZIS:  Thank you, Madam Chair.

Good afternoon, panel.  My name is Joanna Kyriazis, and I'm counsel on behalf of the Association of Power Producers of Ontario, or APPrO.

As with many of my other friends today, I'm interested primarily in the demand side management or DSM programs for large volume customers.

My first set of questions will focus on DSM program features or design, and then I'll have a few questions on the proposed DSM budget.

I'll try my best to streamline through, as Mr. Mondrow and even Mr. Brett touched on a few of my questions already.

I'll be relying on certain documents throughout my questions, which I've compiled into a compendium that you should have in front of you.

Could I ask the Board to please mark this as an exhibit, if has not already?

MR. MILLAR:  Madam Chair, that will be Exhibit K4.2.
EXHIBIT NO. K4.2: cross-examination compendium of appro for union panel 3


MS. KYRIAZIS:  All right.  Now, Mr. Mondrow and Mr. Brett took you through the extensive process leading up to the Board's framework that provide the basis for developing gas utilities' DSM plan for 2015 to 2020.

Behind tab 1 of APPrO's compendium, I too have included an excerpt of the framework.  On page 27 of that, the third paragraph down, again I will note the Board's view that "rate funded DSM programs for large volume customers
should not be mandated," for the reasons it provides.

And a little further down in that paragraph, the Board concludes:
"The primary focus of any program proposed for large volume customers should be offering technical expertise, including conducting facility audits, advice for operational improvements or engineering studies, as opposed to capital incentives."

And now, panel, you've indicated earlier that, one, you agree with the Board's view here; is that correct?

MR. GOULDEN:  Yes, at lines 1 through 3 of that paragraph.

MS. KYRIAZIS:  Do you agree with the second portion that I noted?

Well, let me rephrase that.  Was your proposed program guided by that principle or guidance?

MR. GOULDEN:  I think our program was influenced by that.  That's how we came up with the proposal that we've made.

MS. KYRIAZIS:  Okay, all right.  Now, I'd like to -- I'd like to talk about the stakeholder consultations that Mr. Brett started discussing with Union.

So if you'll turn to tab 3 of the APPrO compendium, I'll bring up that same chart of large volume customers or T2 rate 100 customer feedback.

Now, we've been referring to some of this feedback at sort of a high level, and I'd like to dive in a little bit deep to make sure that we do have an accurate characterization of the full scope of feedback that was received.

So let's work through some of these points a little bit.  I'll read through some of the bullets, and if you could just confirm that this is, in fact, some of the feedback that Union received during these consultations.

So starting with customer A, the third bullet down:
"Incentives are appreciated, but the underlying reality is reduced and avoided cost of fuel."

Do you see that?

MR. DENT:  Yes, I do.

MS. KYRIAZIS:  Customer B, the second bullet down:
"Although incentives are appreciated, reduced cost of fuel remains the primary driver."

Did I get that right?

MR. DENT:  Yes, that's correct.

MS. KYRIAZIS:  Okay.  Customer C, the first bullet:
"Avoided costs of fuel has been a stronger driver for energy efficiency projects than incentives."

MR. DENT:  Yes, that's correct.

MS. KYRIAZIS:  And it looks like customers D, G and I all provide comments of that nature; is that right?

MR. DENT:  I'm not sure about I.

MS. KYRIAZIS:  "It is consistent that both customer
incentive and Union incentives should be eliminated."

Sorry, that was the comment I was --


MR. DENT:  That's a slightly different comment, yes.

MS. KYRIAZIS:  Thanks for that clarification.  Just quickly, to address Mr. Brett's comment, he stated that of course avoided cost of fuel would be the most important thing, but that necessarily doesn't mean that incentives should be eliminated.

I'm wondering -- do you agree that if avoided costs of fuels are the primary driver, or one of the primary drivers of energy efficiency projects, would adding those incentives have a material impact on whether a customer would or would not undertake an energy efficiency measure?

MR. GOULDEN:  I think it depends on the customer.

MS. KYRIAZIS:  Okay.  Large volume customers, in particular?

MR. GOULDEN:  Sorry, I was referring to that.  Although it may only be an incentive, it still may be what allows the customer to do a project they would otherwise not do.

MS. KYRIAZIS:  Okay.  And do you think it would be a material factor in a large volume customer's decision?

MR. GOULDEN:  It certainly is for some customers, for some projects.

MS. KYRIAZIS:  Okay.  All right.  So I'd like to continue working through some of this feedback.

If we take a look at customer K, the third bullet down:
"As an energy conversion company we have our own expertise."

And also the second-to-last bullet:
"Doubtful whether Union Gas could provide sufficiently specialized technical expertise for our plant processes."

Do you see that?

MR. DENT:  Yes, I do.

MS. KYRIAZIS:  Okay.  Customer L, the second bullet down:
"Doubtful whether Union Gas could provide sufficiently specialized expertise."

Do you see that?

MR. DENT:  Yes, I do.

MS. KYRIAZIS:  And customer T, its first bullet:
"Doubtful whether Union Gas Staff could provide sufficiently specialized technical expertise for their plant processes, as they have in-house specialists."

MR. DENT:  Yes, I see that.

MS. KYRIAZIS:  Okay, now, do you agree with these comments?

MR. DENT:  Well, I take the customer for what they say.  I think that we, as Union Gas, want to do our best always to provide service to our customers both in the technical side and on the training side, but I do acknowledge that some customers do not see as much value in our technical experts as other customers do.

MS. KYRIAZIS:  Okay.  So you agree that in some cases Union's technical assistance may not be as effective as a customer's in-house expertise in identifying and implementing energy-efficiency opportunities in their own operations?

MR. DENT:  Could you repeat that, maybe just a touch slower?

MS. KYRIAZIS:  Absolutely.  Do you agree that in some cases Union's technical assistance may not be as effective as a customer's in-house expertise with respect to the identification of energy-efficiency opportunities or the implementation of energy-efficiency projects?

MR. DENT:  Yes, I would agree that customers have that perspective.  I do know, though, from real examples where we've had our technical expert go into a facility where the customer had that perspective, and he was able to help them do a project that they didn't think was on the -- was viable, so again, as much as I don't disagree with what you've said, we have examples where our technical people have, in fact, provided value.

MS. KYRIAZIS:  Would you agree that the current proposal of the DSM program for large volume customers addresses that issue by providing the technical assistance on an as-requested basis?

[Witness panel confers]

MR. DENT:  Could you repeat the question?  I...

MS. KYRIAZIS:  Of course, of course.  Given that large volume customers are in, you know, different situations regarding their in-house staff or capacity, and in certain cases those large volume customers could -- or might be more well-placed to implement energy-efficiency projects in their own operations, but on the other hand other customers might really appreciate Union's technical assistance, so given those two scenarios, do you agree that your current proposed DSM project -- sorry, program that offers technical assistance on an as-requested basis addresses that reality?

MR. DENT:  Well, on the on-requested basis, I mean, it does give the customer some choice as to whether they want Union involved, and in fact, I mean, even in today's program there is that choice as well.

I think what we've tried to do with the program, both on the technical side and the training side, as well as the rate-impact side, is kind of more of the current program into something that still can give customers some value.  If a customer doesn't see value in the technical aspect that Union has, we expect that they'll have some value in the training side, because again, all of our customers, regardless of the sector, training is also an important part of the work they do.

MS. KYRIAZIS:  Okay, thank you.  I'd just like to work through a few more comments here from the large volume customer feedback.  If we look at customer K, the last bullet:
"Oppose embedded DSM program costs in rates."

Do you see that?

MR. DENT:  Yes, I do.

MS. KYRIAZIS:  Customer S, the final bullet:
"Prefer removing DSM program costs from rates."

Do you see that?

MR. DENT:  Yes, that's correct.

MS. KYRIAZIS:  Okay.  And it looks like customer L, R, and T all appear to share the same view.  Is that correct?

MR. DENT:  Yes, that's correct.

MS. KYRIAZIS:  So fair to say that a number of T2 and rate 100 customers were not in support of incorporating DSM program costs into rates?

MR. DENT:  Yes, that's correct.

MS. KYRIAZIS:  Okay.  And, now, this survey was the result of February 2015 and March 2015 consultations with T2 and rate 100 customers; is that right?

MR. DENT:  We started the consultation in mid to early February, and it finished around the middle of March, which is kind of where the evidence deadline was, and then we did receive some additional feedback, which was included in here, post when the evidence had been prepared.

MS. KYRIAZIS:  Okay, I see.  And so this is a recent survey then?

MR. DENT:  Yes, the -- yeah, the last piece probably would have come in in early April.

MS. KYRIAZIS:  Okay, and fair to say there were prior surveys similar to this one that were done, for example, in the 2012-0337 proceeding?  That was Union's application for the 2012 or 2013 DSM program.


[Witness panel confers]

MR. DENT:  Yes, there was some customer consultation at that time.

MS. KYRIAZIS:  Okay.  And in the event that you end up discussing those survey results from the older surveys, which you may end up doing later today or tomorrow with one of my friends, I just want to confirm that this feedback we've gone through today, as a result of the 2015 consultations, are the most recent survey results reflecting the most up-to-date views of large volume customers?

MR. DENT:  That would be correct, yes.

MS. KYRIAZIS:  Okay.  Thank you.  Now, as I understand it, Union took this feedback from its large volume customers, went back to the drawing board, and is proposing a new DSM program that encourages energy efficiency in a cost-effective way by addressing identified customer needs and is consistent with the Board framework; would you agree?

[Witness panel confers]

MR. GOULDEN:  Yes, we do agree.

MS. KYRIAZIS:  And the way that Union has decided to attempt to achieve all of these objectives is through a new program for large volume customers that appears to eliminate a number of the incentives Union previously offered to customers and, as per the Board's guidance, primarily focuses on technical support on an as-requested basis, as well as training programs?

MR. GOULDEN:  Yes, I think it actually eliminates all of the incentives.

MS. KYRIAZIS:  Okay, thank you.  Now, do you agree that gas-fired generators will continue to invest in energy efficiency without the DSM program incentives?

MR. DENT:  Yes, I think the gas-fired generators and all the large volume customers will continue to be conscious of energy conservation.

MS. KYRIAZIS:  Okay.  And would you agree that these generators have both economic incentives, and even legal or contractual requirements motivating them to continue to undertake energy efficiency measures?

MR. DENT:  Yes, it's my understanding that there are some covenants that some of the generators have to fulfil, and that's part of the program, yes.

MS. KYRIAZIS:  Are you aware of original equipment manufacturer contracts and long term service agreements between generators and those OEMs?

MR. DENT:  I have some second-hand knowledge of that, yes.

MS. KYRIAZIS:  Isn't it true that these OEM contracts stipulate that long-term service agreements, and other types of service agreements, require maintenance to optimize efficiencies of gas-fired generators?

MR. DENT:  Yes, that's my understanding that there is those requirements.

MS. KYRIAZIS:  For instance, these requirements might relate to efficiency or performance enhancement improvements, refurbishment, periodic overhauls and the like?

MR. DENT:  The ones I'd be familiar with would be the periodic overhauls.

MS. KYRIAZIS:  Okay.  And would you say that a large portion of the large gas-fired generators have some sort of arrangement like this in place?

MR. DENT:  Certainly the NUGs would; I'm not sure about the others.

MS. KYRIAZIS:  Okay.  And these contracts are binding, correct?

MR. DENT:  I think most contracts are binding.

MS. KYRIAZIS:  And generators pay directly for such maintenance service, by or through the original equipment manufacturers under those binding contracts; correct?

MR. DENT:  I'm not sure of the logistics of how they do the work.  But I understand that they have covenants with manufacturers, yes.

MS. KYRIAZIS:  In terms of the payment, though, the generators are paying directly for these services?  It's not through any DSM program or similar program?

MR. DENT:  Oh, that's correct, yes.

MS. KYRIAZIS:  Okay.  And just to clarify, Union and Enbridge are not parties to such contracts, nor are they subject to such requirements, correct?

MR. DENT:  I can't speak for Enbridge, but I know that Union isn't.

MS. KYRIAZIS:  Okay.  Now I'd like to turn to some of my questions regarding the DSM program budget.

If you'll turn to tab 5 of the APPrO compendium, this is an excerpt from Union's evidence.  It is Exhibit A, tab 3, page 6, table 2, and the table provides the 2016 to 2020 DSM plan budget for various programs.

Now, looking at the 2016 program budget for large volume customers, it says here that the total large volume program estimate is about 809,000; is that right?

MR. DENT:  That's correct.

MS. KYRIAZIS:  And the portion of that budget that relates to promotion -- and I understand it does not include incentives but the promotion -- is 400,000, is that right?

MR. DENT:  Yes, for 2016.

MS. KYRIAZIS:  For 2016.  Now, earlier when you were discussing with Mr. Mondrow some of the participation rates, and the reference here is Exhibit A, tab 3, appendix A, page 71 --


MR. DENT:  I've got it.

MS. KYRIAZIS:  So table 26 on that page -- again, let's just use 2016 as an example.  Here you estimate that the large volume participation would be 29 customers; is that right?

MR. DENT:  That's correct.

MS. KYRIAZIS:  And in terms of the training programs that are offered under the new DSM plan or the proposed plan, I believe that you said a training program would cost in the range of 1,500 if the customer paid for that program directly.  Is that the case?

MR. DENT:  Yes, the research that we've done shows those costs -- 1,500 might be at the high end, but 1,000 to 1,500 would be a reasonable proxy.

MS. KYRIAZIS:  Okay.  So I was just doing some of the math, and let's say that you did have the 29 participants, and if they paid those training programs directly paying 1,500 each, then that total amount of money spent would be around 43,000.

MR. DENT:  I'm sure your math is correct.

MS. KYRIAZIS:  Subject to check.

MR. DENT:  There is a slight disconnect.  On the large volume participation, we're doing a bit of a forecast of not the actual people who are in the training, but it is more like the number of companies who are participating either in the technical support or the training.

So my recollection for year one for the training would be about 180 individuals, and then that would ramp-up over time.  I think we're estimating somewhere between 20 and 25.

So I think if you use that -- those numbers, the math would start to get closer, along with some other costs that would relate to support and, you know, meals, and things you need -- buildings to do the training itself.

MS. KYRIAZIS:  Okay.  Now, assuming companies could send some of their employees directly and pay that 1,500 directly, it would only cost those companies about 43,500 or so -- or sorry, it would only cost those companies 1,500 per individual participant; is that right?

MR. DENT:  Yes, for the cost of the seminar itself, that is correct.

But if you were a company, say, in Sault Ste. Marie and needed to go to Chicago, or needed to go to Houston, for example, that adds some cost to the training.

So again, part of our program which is, I think, very unique is to take the training closer to the customer himself.

So again, as we talked about briefly this morning, maybe not in a lot of detail, but at least our current vision is that we would take a training course A and we might start in southwestern Ontario, go to central Ontario, go to northern Ontario, and then again the next month you might have a different topic and do a similar type of thing.

Then over the course of time, you pick up your 180 or so attendees, and then hopefully word of mouth takes over and again you get the growth as we go forward.

MS. KYRIAZIS:  Okay.  So in terms of reconciling the, you know, estimated cost of the customer paying directly versus the 400,000 that Union has budgeted, a lot of it is sort of a convenience cost factor coming to them and travel and meal plan budget?

MR. DENT:  Yes, I would say it is really an avoided cost type thing.  I know sometimes accountants have a hard time getting their mind around avoided costs, but if does save money, we think that creates a value for the customer.

MS. KYRIAZIS:  Thank you, Mr. Dent.  I just have a few more questions relating to the budget -- and bear with me, I'm still trying to wrap my head around some of the accounting details.

So as I understand it, Union has the ability to over- spend the total DSM budget by 15 percent, is that correct?

MS. LYNCH:  Yes, that's correct.

MS. KYRIAZIS:  Okay, and is this a hard cap?

MS. LYNCH:  Could you be more specific?

MS. KYRIAZIS:  Is the 15 percent a hard cap, or is it flexible?

MS. LYNCH:  That's the maximum.

MS. KYRIAZIS:  Okay, so it is a cap.  And earlier in this hearing, I believe it was on day 1, we were having some conversations about Union's ability to shift program spending around, and I have the reference here.  It's the transcript of August 19th, page 156, lines 19 to 24.

A question was asked about this shifting and it was -- and the example was:
"And you could take 30 percent of the large volume program, which is very small anyway, and move it to the commercial-industrial program."

And the Union panel, Mr. Dibaji, answered that:

"Large volume would be maintained or that the budget would remain whole in that Union wouldn't be transferring any budget in or out of that program."

Can you confirm that this is in fact the case, that there would not be shifting into or out of the large volume budget?

MS. LYNCH:  Yes, if we could pull up, I believe it will be Exhibit B.T5.Union.APPrO.2, we did confirm, just at the last point there, that Union is not proposing the large volume DSM program with access to the DSMVA.

MS. KYRIAZIS:  Okay, so does this -- in terms of what this means for the LVC budget, does that mean that the LDC budget is not capped at 15 percent -- or, sorry, the overspend of the LDC budget is not capped at 15 percent?

MS. LYNCH:  We're saying that the cap is on the budget as we've outlined it here, so our intention is not to exceed the budget amounts for the large volume program.

MS. KYRIAZIS:  Okay.  Thank you, I believe those are my questions.

MS. LONG:  Thank you, Ms. Kyriazis.

Mr. Poch, you can either start now for 15 minutes, or we can break and you can start at 3:30.

MR. POCH:  Whatever's easiest for the Board.  I'm easy.

MS. LONG:  Well, maybe we will get started with you.  Do you have any idea how long you think you'll be?

MR. POCH:  I think I have about 45 minutes.

MS. LONG:  Okay.  All right.  Well, then maybe we will take our break, and then we'll start afresh with at 3:30.  That's probably better.

There is one issue that I would like to address.  Mr. Smith, you had asked us to provide to the extent that we could further details about the joint panel, and we have had an opportunity to discuss that.

What the Board Panel was envisaging is that Union and Enbridge would have a joint panel available for this Panel, the Board Panel, to ask questions of, and the issues would be surrounding implementation issues, cooperation issues, collaboration issues, so issues of that extent.

We had not planned to have intervenors ask questions.  However, we do want to be fair, so to the extent that something came out of those questions which intervenors wanted to ask clarifying questions of that was material to any arguments that they were making, they could ask the Panel to be allowed to ask some questions, but we're not expecting that you would have a great amount of cross-examination.  These are going to be questions that we're going to pose at the end of the hearing, so Day 12, when we've had an opportunity to hear both Union and Enbridge's approach to the DSM programs, it will be most useful for us to then be able to ask some collaboration-type implementation questions.

We are on Day 4 of the hearing.  We will be asking questions on Day 12, so I expect between Day 4 and Day 12 we will be able to give you a bit more detail on the topics that we're going to cover.  But those are the types of issues that we're interested in hearing about.  So hopefully that provides some guidance to you.  You can all think about that over the break and digest what I've said, and if you have any questions or concerns you can raise them after the break.

MR. SMITH:  Thank you, Madam Chair.

MS. LONG:  Okay.  3:30, please.
--- Recess taken at 3:17 p.m.

--- On resuming at 3:30 p.m.


MS. LONG:  Mr. Smith, any preliminary issues?

MR. SMITH:  None, Madam Chair.

MS. LONG:  Mr. O'Leary, any questions about what I said before the break with respect to the joint panel?

MR. O'LEARY:  No, Madam Chair, but one that is to come to mind is whether or not it would be of any assistance to the Panel for us to actually offer some joint evidence-in-chief -- it there is such a creature -- that might respond to you in those areas.

So to the extent that you were to indicate to the parties over the course of the balance of the proceeding that there are certain areas you'd like to have us address, we may be in a position to assist you in that regard, just if we can be go be of help.

MS. LONG:  We'll think about that.  At this stage I don't think that's necessary.  I think we are just going to have a discussion about some topic areas, but thank you for that.

Any other intervenors that had questions with respect to the joint panel, and what we said?


MR. POCH:  Madam Chair, I'm not particularly worried about this concern about splitting the case.  Given what you've said about the purpose of this, it is really just an opportunity for you to ask questions that have come up in your mind.

The only question I have for you is really whatever is most convenient for the Board, and what will be most helpful for the Board, whether you'd want that to occur before or after the intervenor panels to get their feedback on those -- on anything that should come out of that discussion.

But it's really just whatever is most convenient.

MS. LONG:  We would prefer to have it at the end, because then the whole case will be in and something may occur to us.

It's not that we plan to focus on what will happens in the expert evidence; it is just that we would like to have it at the end.

So with that being said, Mr. Poch, we are ready for you.
Cross-Examination by Mr. Poch:


MR. POCH:  Thank you, Madam Chair.  Panel, I don't think you need to turn it up, but in the Minister's directive, he speaks of enabling the achievement of all cost effective DSM and I -- let me step back a moment.

There were a lot of questions today from Mr. Mondrow and others about what's cost effective, and the customers wanting to do it themselves, and feeling the need for your involvement or not.  And the question that popped up in my mind was what's the yardstick of cost effective.

So that's why I'm asking how you're interpreting the Minister's directive about all cost effective.

Do you think the Minister is talking about cost effective from the perspective of that particular industrial customer, or do you think the Minister is talking about cost effective from a bigger universe of considerations -- for example, from the perspective of the gas system, all customers, or perhaps even from the societal perspective?

Do you think the Minister is looking at the same -- well, one question at a time.  Let's stop there.

MS. LYNCH:  I believe the Minister is speaking broadly.

MR. POCH:  And would you agree that the Minister would presumably have in his mind, and certainly the Board, I would imagine, would have in its mind that they would be looking at the long term economics and tradeoffs, and that might be a distinction between what the system -- what's good for the system as opposed to what's in the customer's mind is what their choice would be for themselves.

When you have to -- when your alternative is to build pipe, it might be a 40-year payback.

MS. LYNCH:  Yes, I do think it's a long term perspective, which is what we see in our cost effectiveness screening.

MR. POCH:  All right, thank you.  Now a couple of years ago, as we've had mention of it, there was the case where the large volume customer program was the one unsettled issue, the 2012-0337 case, and we've provided an excerpt from the transcript of the evidence-in-chief of -- and I believe there is another excerpt attached to this, so perhaps I should get an exhibit number for the compendium.

MR. MILLAR:  K4.3.
EXHIBIT NO. K4.3:  cross-examination compendium of gec for union panel 3


MR. POCH:  Thank you.  In K4.3, we have included an excerpt from the transcript of some of the evidence-in-chief of your company.  And I'll try to make this faster just by paraphrasing, if you'll allow me.  I assume you've had a chance to look at this.

First, can we say this, that your panel made at least three observations, and let me touch on three of them.  First, on page 7 of that transcript, they make the point -- they cite the Navigant report we've spoken of already in this case, this was the report done for APPrO that was a survey, and where they recite the fact that APPrO and Navigant were saying there's very limited cost effective opportunities amongst gas-fired generator customers.

And then, at the top of page 8 -- I'm sorry, that was at page 7 of the transcript.  And then at page 8, they respond, and this starting at line 7, that even among gas-fired electricity generators, there was a high participation and over the four years, there were 230 million cubed -- I assume that means cubic metres of natural gas, roughly the equivalent of 100,000 -- the amount that 100,000 homes would burn in a year.

Is there any reason to think that that situation has changed?  Obviously, the exact numbers will have moved around.

MR. GOULDEN:  I think the market's evolved, Mr. Poch, but there is still some opportunities, we believe, for all of our customers.

MR. POCH:  And we are talking these kinds of significant opportunities, this scale of opportunity, presumably?

MR. GOULDEN:  I think directionally it's a big number.  I don't know if it's that big a number, but it's a big number.

MR. POCH:  Okay, fair enough.  Now, the second point they made was in regard to some of the specific survey results, and at page 5 of that transcript, it's noted that while 77 percent of the respondents wanted the option to opt out, 85 percent weren't prepared to have to spend the same amount on DSM, and to verify the energy savings as a condition of the opt-out.

In other words, faced with a choice between participating in your program or demonstrating a comparable attainment of efficiency themselves, the vast majority prefer the program.

Do you think that's changed?  Any reason to think that's changed?

MR. GOULDEN:  I can't speak for any particular group of customers, but it seems to -- it would still seem to hold water, from our perspective.

MR. POCH:  Okay.  And a third point -- a lot of this goes to this third point.  Starting at the bottom of page 8, there is a long discourse and, if I can shrink it right down, it's that even amongst electricity generators, much of their facilities are similar to other large industrial plants and suffer the same types of inefficiencies, and offer the same kinds of opportunities.

The actual gas burner is going to be different on a different scale, but the steam losses and whatever are an issue still, for example.

Think that's still true?

MR. GOULDEN:  Yes, and I guess maybe just to qualify that, we've all been at it for a longer time.  So presumably, some of those opportunities -- many of those opportunities have been taken advantage of.

You know, the cherries on the tree may be smaller, but they are still cherries on the tree.

MR. POCH:  Now, I appreciate that you've continued to receive the feedback you have that we've heard so much about from your customers, but is it fair for me to conclude that the reason you're proposing to discontinue the program is largely in deference to the Board's framework guidelines?

There was already customer resistance.  What's new is the Board has said let's cut this off.

MR. GOULDEN:  Yes.

MR. POCH:  Okay.  And I won't go through it all, the barriers -- I think Mr. Elson already did.  But would you agree in short that you can be a sophisticated customer, but there still may be barriers to putting in place a cost effective efficiency?

MR. GOULDEN:  Yes, we think that's the case.

MR. POCH:  All right.  Now the other concern, of course, is this concern about subsidy and I'm a little confused as to what the subsidy is if you have a large -- if -- at least amongst the portion of the budget that's -- that is self-directable.  What subsidy, what cross-subsidy remains?  Is there any cross-subsidy with that portion of the budget; let's put it that way, first of all.

MR. GOULDEN:  I think, as we indicated this morning in some cross-examination, provided -- in a direct-access program, provided the customer pays the amount of funds that they are paying in -- sorry, provided the customer has projects to pay up to the amount that they are paying for in rates, then there would not be any appreciable subsidy or whatever we want to refer that to.

MR. POCH:  Right, and so far, as you just indicated, you've got 95 percent participation rate last year, and I understand that was about 99 percent of the volumes; is that right?  I think you can find that in BT5.Union.GEC.54.  Sorry, I don't have it in my compendium.

And I think the 95 percent appears on the first table.  And if we can scroll the page just a little.  In answer to (d) is where I took the 99 percent from.

MR. GOULDEN:  I think, as I interpret it, Mr. Poch, we said program participants represented 90 percent of the throughput by volume and 99 percent of the customers.

It is a big number.  I'm not sure it's 99 percent of the volumes.  I think it is 90 percent of the volumes.

MR. POCH:  All right.  I guess not a lot turns on whether it is 95 or 99.

So Mr. Elson put before you the numbers, and I think, if memory serves, your industrial DSM budget for these large volume customers is about .3 percent of their gas bill; does that ring a bell?

MR. TETREAULT:  Yes, that's correct, Mr. Poch, based on the DSM facts exhibit that was provided by Environmental Defence.

MR. POCH:  We've heard a number that roughly two-thirds of the budget is self-directable; correct?  67 percent, I think was the number?

MR. GOULDEN:  That's correct.

MR. POCH:  All right, so that leaves 0.1 percent of their gas bill was this admin and what-have-you that isn't -- that is potentially a concern about cross-subsidy; is that fair?

MR. GOULDEN:  I'm not sure that that's the way a customer would look at it but, that's what your math suggests.

MR. POCH:  Right, and of that .1 percent, some of that is for low-income.  Any idea how much of that -- what proportion of the -- I'm just looking for how much is overheads and how much is low-income, ballpark?

MR. SMITH:  We're mindful of not slowing things down too much.  Would you like an undertaking?

MR. POCH:  Sure, why don't we do that.  Let's do that.

MR. MILLAR:  It's J4.7.

MR. POCH:  And that would be, of the large volume customer budget that is not self-directable, how much is for the low-income versus admin costs.
UNDERTAKING NO. J4.7:  UNION TO ADVISE, OF THE LARGE VOLUME CUSTOMER BUDGET THAT IS NOT SELF-DIRECTABLE, HOW MUCH IS FOR THE LOW-INCOME VERSUS ADMIN COSTS.

And Mr. Mondrow was kind enough to put on the record for his client that they weren't trying to get out of paying the low-income cost, so we're really just talking about some portion of .1 of a percent; right?

MR. TETREAULT:  Mr. Poch, you've lost me -- pardon me, I'm not sure I understand the .1 of a percent.  Before I confirm or deny, I just want to make sure I understand the math.

MR. POCH:  Sure, I thought we heard that the DSM budget that these customers are paying is equivalent to a third of a percent of their gas bill.  I'm just letting you catch up here.  Tell me when you're with me.

MR. TETREAULT:  I'm with you.

MR. POCH:  Okay.  I thought it was agreement that -- with Mr. Elson that the DSM budget to these customers in total was about a third of a percent of their gas bill, and I'm saying if two-thirds of that is self-directed, it's really -- the concern about cross-subsidy only applies to the other third, so it is .1 percent, and I'm saying it is only part of that, because part of that goes to the low-income support, which there is no quibble about.

MR. TETREAULT:  Yes, I think I can agree with you.

MR. POCH:  All right.  Thank you.

Now, a few moments ago Mr. Goulden said so as long as the customer can take advantage of their allocated share and apply it -- was a caveat you added -- that hasn't been an issue to date, I take it, given your 95 or 99 percent participation.  We aren't there yet.

MR. GOULDEN:  We weren't there with the direct access program, but based on the feedback we got from our customers, we're not getting support from those same customers for the next stage of demand side management for those customers, which is why we came up with our proposed program that we did.

MR. POCH:  Didn't have support before, though, either, so I'm not sure that is much of a barometer, is it?

MR. GOULDEN:  That's not my interpretation.

MR. POCH:  All right.  Well, I suppose it's possible a customer could have exhausted cost-effective opportunities, cost-effective from the perspective we spoke of a few minutes ago, from what we presume is the Minister's perspective and hopefully the Board's perspective.

In that circumstance, in Mr. Neme's evidence he recites the situation in, I think it is Utah, Wyoming, and Oregon, where a customer in that situation could file a report indicating that they have done all cost-effective conservation up to some threshold -- a ten-year payback, I think is one that's typically used, and in that case get this refund of that portion.

Now, I know Mr. Tetreault is a little nervous about that from rate rules, but assuming the Board always has the discretion to do something like that, it is not going to be difficult, is it?  Couldn't you crunch those numbers and write them a cheque like you would any rebate or incentive under the program?

MR. TETREAULT:  Mr. Poch, I can say that if we were ordered to credit customers back, I'm sure that we could do so from an administrative standpoint.  There would certainly be system and other costs, as we talked about earlier, but as I said, if the Board ordered us to do it, I'm confident that we could do so.

MR. POCH:  Just to give you some comfort there, my understanding -- don't take this as evidence -- but I think it's in Mr. Neme's evidence that, in fact, in those jurisdictions no customer has ever made such a claim, so you would probably never have to develop the system, but we'll let that lie.

Now, panel, I don't know if you're in a position to answer this question, but would you agree that DSM, amongst your industrial customers, in fact, all DSM will lower the marginal cost of abatement and therefore the market clearing price for carbon allowances that these large industrial customers are likely to have to worry about in the near future?

I'm assuming this is DSM that wouldn't happen without your program, efficiency that wouldn't happen without your program.

[Witness panel confers]


MS. LYNCH:  Could you just repeat that, Mr. Poch?

MR. POCH:  To the extent you foster incremental efficiency that will lower the marginal cost of carbon abatement, and therefore the market clearly price for allowances in this sector.

MS. LYNCH:  Until we know the full rules around cap and trade and what's included and what's not, that's a challenging question to answer.

MR. POCH:  Okay.  Let me pose that as a hypothetical, then.

If, assuming that that is the case, that there is a market in allowances and if you can bring on some very inexpensive efficiency -- efficiency that's cost effective so it's got a net zero cost, a negative cost per tonne -- then assuming there is a market for allowances, isn't it obvious that it's going to lower the market clearing price, it's going to bring you down the curve on what the marginal measure that has to be turned to in the marketplace is going to be?

[Witness panel confers]

If you are not comfortable answering and it is outside your area expertise, that's fine.

MS. LYNCH:  Again I would just say that until we know the rules, what's included and not included, then I am not able to answer that question.

MR. POCH:  Let me just pose one more hypothetical in that regard, that if you can trade allowances between different sectors as would be anticipated, then that could -- if there is any saving in that regard, it would be -- carbon and carbon caps won't just apply in carbon trading, won't just apply to natural gas, it will be to the whole economy, much of the economy, so there could be a lot of benefit to society.

That's a factor that might be a plus for DSM.

MS. LYNCH:  I don't disagree that there will be a role for energy efficiency.  Once we get the framework, we'll have a better understanding.

MR. POCH:  There might be some concern that with the advent of -- well, let me ask this way:  Would you agree, first of all, that with today's historically low gas prices, adding whatever the cubic metre cost equivalent of $20 a tonne or what have you, whatever the price of carbon may be, you'd still come up with the combined cost of burning gas that is likely much lower than the prices large customers were paying several years ago?

MR. GOULDEN:  That may be the case, Mr. Poch.  But I do note that they are also typically in competitive markets.

So to the extent they make a widget and everyone else is paying a lower price, they still have to be competitive.

MR. POCH:  Sure.  I just want you to confirm for me, though, that back then, when the prices of gas were higher -- likely, as you've indicated, higher than the combined price could be with a cap and assuming current prices hold for a while -- these industrial customers weren't doing all the cost effective DSM then, were they?

MR. GOULDEN:  No.

MR. POCH:  So, in other words, the carbon regulation by itself is not going to magically cause everyone to do all cost effective DSM.

If businesses are inclined to limit investment opportunities to, for example, a two-year payback, it will just increase the range of things that have a two-year payback, but there's still going to be opportunities that are four, or five, or ten year payback, TRC cost effective opportunities that won't happen without the support and incentives.  Is that fair?

MR. GOULDEN:  I had think that's fair.

MR. POCH:  Now, there was a question a few moments ago about the kind of maintenance that has to happen, for example, for a gas generator who has a warranty contract with their manufacturer.

Mr. Dent, your programs don't duplicate the work that is done under those maintenance contracts, do they?

[Witness panel confers]

MR. DENT:  Not that we're aware of.

MR. POCH:  In our compendium, the second item we've have included is Exhibit M.Staff.GEC.12.  Can you turn that up?

This is a response to us from the Synapse witnesses, and in answer to -- well, the answer to part (b) is that -- well, that's part (a).
"Synapse is not aware of any evidence to suggest that large volume customers will acquire all cost effective savings on their own.”

And then in answer to (b), they give a bunch of report references for that proposition.

Any reason to disagree with that?

MR. GOULDEN:  Mr. Poch, which part of the response are you asking us to confirm?

MR. POCH:  Let's start with response (a).

MR. GOULDEN:  No reason to disagree with response (a).

MR. POCH:  Good enough.  Now, we've heard that the large volume program has been responsible for a huge share of past savings; correct?  I think it was 61 percent in 2013.

MS. LYNCH:  Yes, approximately 60 percent.

MR. POCH:  Okay.  So, in past panels, I've spoken to you about you and your fellow panelists -- some you and your fellow panelists about rate reducing impacts of DSM, reduced distribution infrastructure, costs in the future, price suppression effects on it gas, what have you.

Would you agree that given the scale of the amount of gas these customers are saving, and have saved in this program -- well, first of all, let me just get some facts on the record first.

The annual savings produced by Union's last ten years, I'm told, are just something over a billion cubic metres, annual as opposed to the -- I think you gave a number earlier of 7.5 billion, which would have been, I presume, the lifetime.

MR. GOULDEN:  Do you have a reference for that, Mr. Poch?

MR. POCH:  One second.  I don't happen to have the reference at hand, but we just added up the annual numbers from the last ten years of your results from your interrogatory responses.  But you can take that subject to check.

MS. LONG:  Do you want us to do that by way of undertaking, Mr. Poch?

MR. POCH:  Sure.  Why don't we just get that clearly on the record?

What's the annual -- the sum of the annual, the first full year annual savings from the last ten years of your DSM programs in cubic metres?

MR. GOULDEN:  Yes.

MR. MILLAR:  J4.8.
UNDERTAKING NO. J4.8:  UNION TO ADVISE THE SUM OF THE FIRST FULL YEAR ANNUAL SAVINGS FROM THE LAST TEN YEARS OF YOUR DSM PROGRAMS IN CUBIC METRES AS COMPARED TO 2014 THROUGHPUT

MR. POCH:  Perhaps I can add to that.  We did the calculation, but better if you do it.

We calculated that that turns out to be about seven-and-a-half percent of your total volumes, which this year are around 17.4 billion cubic metres.

Can I ask just you to confirm that, or provide a better value as part of that undertaking?

MR. GOULDEN:  Sorry, can you say that again, Mr. Poch?

MR. POCH:  The percent that that -- that the last ten years of DSM annual savings represents, as compared to current throughput, this year's throughput or last year's throughput.

MR. SMITH:  For 2014?

MR. POCH:  Sure, for 2014.

MR. SMITH:  We'll add that as part of the outstanding undertaking.

MR. POCH:  Thank you.  And just so you understand where I'm going with this, Ms. Lynch, you've got an average measure life of something like 16 years, I understand.  I think Enbridge's is shorter, but...

MS. LYNCH:  Approximately.

MR. POCH:  All right, so the savings from the last few -- much of the savings from the last few years will be persisting today, still having an effect on the system.

MS. LYNCH:  Yes.

MR. POCH:  All right.  Okay, now, whatever that number is, it's -- it adds up to some not insignificant percent of your throughput to keep this build-up over the years; fair enough?

MS. LYNCH:  Yes, we'll confirm that percentage.

MR. POCH:  Sure, and a large portion of that percentage, whatever it turns out to be, will have been from these programs amongst your large volume customers, quite clearly.

MR. GOULDEN:  Yes.

MR. POCH:  All right.  And the savings that we're talking about are all savings from the various years from the auditor's findings of savings after deducting free riders; right?

MS. LYNCH:  Yes, they would represent verified results after free riders.

MR. POCH:  All right.  So assuming our math is right, that we're -- for the sake of discussion we're in the range of something certainly greater than 5 percent of your current volumes have been avoided or still being avoided, there would be some not insignificant savings on the system from avoided distribution investments and what-have-you; fair?  There must be some significant savings there.

MS. LYNCH:  That is something we'll want to consider as part of the study that we're doing on infrastructure planning.

MR. POCH:  All right.  Prompts me to ask, you were good enough to give the Board a couple of undertakings in the last panel, where you're going to look at the rate impact, the rate-reducing impact -- I think there was a question from the Chair and from Ms. Frank.  How are you going to do that if you haven't studied these things?

MR. TETREAULT:  I can speak to the undertaking, Mr. Poch.  It will be a challenging undertaking.  We're obviously giving some consideration, as we said we would, to how we would tackle that, but to be honest, as I sit here today, I'm not quite sure how we're going to endeavour to be fully responsive.  We'll do our best, but I don't know where we will end up.  It's a difficult exercise, to put it mildly.

MR. POCH:  All right, whatever the savings that has occurred, would you agree that the large volume customers as a group are going to be the biggest beneficiaries of that?  They are the biggest users of the system, the biggest --


MR. GOULDEN:  Not necessarily at all, Mr. Poch, it depends on the impact on the system and where they're located on the system --


MR. POCH:  All right.

MR. GOULDEN:  -- et cetera, so that's not the case, I don't believe.

MR. POCH:  Let's move on to this question of free ridership.  Mr. Shepherd asked a number of questions about it.  There's been -- a lot of the volumes the last few years of your DSM program have been attributed to the large volume customers.  Is it your view that all the savings you've been reported from this program are free riders?

MR. GOULDEN:  Sorry, can you repeat that question?

MR. POCH:  It is a bit of a rhetorical question.  Is it your view that all of the savings that have been reported from the -- for the large volume customer programs are free riders?

MR. GOULDEN:  No.

MR. POCH:  No.  And Mr. Shepherd at one point was pointing to a table with sample projects to show quite short paybacks from many of these programs; do you recall that?

MR. GOULDEN:  Fondly.

MR. POCH:  And he asked whether these customers were not obvious free riders, and I think, Mr. Goulden, you said they were not.  Isn't it the presumption based on the information -- the best information you have that basically 46 percent of the savings that -- the gross savings, before analysis, were the actual savings?  That is, 54 percent is free ridership, and you've then removed that.

MR. GOULDEN:  That's correct, as per our described methodology.

MR. POCH:  Now, I asked that just because you didn't mention it to Mr. Shepherd, and I think it's obviously an important consideration.

Now, that free-ridership adjustment is applied at the end of the year when all of the savings have been tallied up; correct?

MR. GOULDEN:  Yes, and the verification and audit is complete.

MR. POCH:  Right.  Now, in your experience, DSM practitioners don't in fact typically measure free ridership by identifying specific customers and identifying them as free riders or not; true?  That's not how do you it.

MR. GOULDEN:  Our approach to free ridership is to do it on a portfolio basis, and, you know, as part of that process, prior to a portfolio free-rider adjustment, we would remove any obvious free riders.

MR. POCH:  Right, but when you -- the big adjustment you do at the end of the year, it's based on a statistically valid survey; it's a free-ridership study.  You referred to the Blue Summit study; correct?

MR. GOULDEN:  Yes, that's correct.

MR. POCH:  All right.  Now, I know that study is a few years old, and you are currently -- you are underway on a new study; is that right?

MS. LYNCH:  Yes, that's correct.

MR. POCH:  Okay.  When is that due?

MS. LYNCH:  It's currently underway.  We're -- the estimated time line is likely to be the first quarter of 2016.  It's currently with the technical evaluation committee.

MR. POCH:  Because it strikes me as what I'm hearing in the room is a lot of skepticism about the real level of free ridership.  Certainly isn't that study quite specifically aimed at that issue?

MS. LYNCH:  Yes, it is.

MR. POCH:  All right.  Now, you did mention a moment ago that there are some, you know, obvious cases where you screen out projects that are on their face obvious free riders.  I imagine if someone has to fix a steam leak because it's a safety issue and it's in their face, you're not going to treat that as anything but a free rider; fair?

MR. GOULDEN:  Fair.

MR. POCH:  But apart from those cases, is the best way, in your view, to screen out free riders to adopt what I take it to be Mr. Shepherd's preferred approach; that is, you pre-screen potential participants in a program and decide if they can participate or not, or is it to employ a kind of third-party verification and statistical adjustment?  I take it to date you've preferred the latter, and do you continue to think that's the correct way to go?

MR. GOULDEN:  We have preferred the latter for our custom type programs, but in some cases, for example, the discussion on the SEM and the RunSmart program, we've proposed that we're effectively going to pre-screen by, you can't participate unless we determine that you haven't done it before, but typically it would be the latter, yes.

MR. POCH:  All right.  But haven't done it before is different than free ridership about whether you are going to do it on your own going forward; correct?

MR. GOULDEN:  Yes.

MR. POCH:  Right.  And would you agree that trying to screen out -- pre-screen out free ridership might give you some marketing difficulties for a program?

MR. GOULDEN:  Yes.

MR. POCH:  All right, and is it your understanding that virtually all utilities evaluate and adjust for free ridership after-the-fact through some statistical mechanism?

MS. LYNCH:  My understanding is that is the way many utilities screen out.

MR. POCH:  All right, now, we're not disagreeing with that approach, but Mr. Neme has -- in his report has suggested some improvements that could be considered.  One is that you could add a rule that rules out O&M type projects that have a payback of less than one-and-a-half or two years.

Would that suggest to you, if we went that route, that the average project in a program would have to shift to longer payback, deeper measures?

MR. GOULDEN:  It would suggest that there would be less projects, and consequently we'd have to find other projects.

MR. POCH:  Right.  And they would, by definition, on average have to be longer payback projects; fair?

MR. GOULDEN:  They would have to be longer payback, yes.

MR. POCH:  I'm assuming you still want to achieve a target and spend your budget.  And you understand you could still advise on opportunities that have shorter paybacks, but that wouldn't -- in Mr. Neme's proposal, that wouldn't count toward your achievement of your targets.  Do you understand that?

MR. GOULDEN:  I understand Mr. Neme has some interest in some sort of threshold for paybacks, and that causes us a great deal of concern.  I don't know all of the details around that.

MR. POCH:  Now, another suggestion he's made in the past was that if you had a two-year rolling window for customers to self-direct, in other words, they could -- they didn't have to, in each year, reconcile what they're doing with what their earmarked allocation is; they could do that over a two-year period -- that would give them the opportunity to engage in deeper projects that have longer lead times.

Would you agree that if we went this route, that might be a reasonable consideration as well?

MR. GOULDEN:  I guess, firstly -- Mr. Poch, we're not proposing the continuation of the direct access program, so that wouldn't be applicable.

Secondly, I'm not sure that that would be administratively reasonable, in the sense that one of the challenges when you get into the potential to carry things over from year to year is well how do you track the costs, and all of that kind of stuff.

So it seems administratively fairly complex for potentially no value, even if we did have that kind of a program going forward.

MR. POCH:  You're not a fan; I hear you.  Would you agree, though, that putting a threshold of, say, one-and-a-half years payback on projects, that that would tend to reduce free ridership, in fact?

MR. GOULDEN:  No, I don't know that it would, Mr. Poch.  And maybe just for everyone's benefit, all of the programs that we screen and in fact we claim go through an extensive verification and audit process.

So the ones that pass, some of them have a low payback, some of them have a high payback.  But they still go through the same verification and audit process.

So you are limiting flexibility, you are limiting the ability to come up with effective DSM projects, if that's the approach.

MR. POCH:  Your verification process is not how you screen out -- identify free riders, right?

MR. GOULDEN:  I agree, but it determines the validity of the project.

MR. POCH:  I'm not saying these things aren't valid; it is just whether or not they are free riders is the concern that we've heard.  And you'd agree that's a legitimate issue?

MR. GOULDEN:  It's legitimate issue, but we don't accept the premise of the suggestion that it is somehow related to the payback period.

MR. POCH:  So you don't think that -- of the 54 percent free ridership that you acknowledge, you don't think more of that is customers doing low hanging fruit themselves, rather than customers who do more expensive efficiency themselves?

MR. GOULDEN:  The 54 percent determination was based on a study that was done to identify, on a portfolio basis, what the statistical results were.

There was a mix of projects in there, Mr. Poch, and that mix of project would be different today.  So, no, I don't agree.

MR. POCH:  I'm really having trouble with this.  Are you -- I'm not quite sure what you're suggesting.

Are you suggesting that a project with a six-month pay back per customer is not more likely to happen on its own than a project with a four-year or five-year payback for a customer that maybe has the same -- well, I'll leave it there.

MR. GOULDEN:  I think the determination of a free rider is whether it will happen or won't happen.

MR. POCH:  Yes.

MR. GOULDEN:  So I'm not -- to turn around your question, you're suggesting probability of happening.  That's -- there is a range of paybacks and there is a range of probabilities of those things happening.  So, no, I don't accept that.

MR. POCH:  You don't accept that in that range, on average, customers are more inclined to do the cheaper fixes, the ones that have a shorter payback?

MR. GOULDEN:  I do accept that.  I don't accept that it necessarily affects the free rider rate, because again it's done a portfolio basis based on a study that we do looking at the whole range of projects.

MR. POCH:  I'm not suggesting that it affects the 54 percent number on a portfolio basis.

I'm suggesting, though, that if you cut those out of your population that you're considering, then the remaining projects that went ahead would have a lower free ridership rate associated with the remaining projects.

MR. GOULDEN:  That may be the case.  That's why we need to re-do the study, Mr. Poch.

MR. POCH:  Thank you.  Thank you, Madam Chair, those are my questions.

MS. LONG:  Thank you, Mr. Poch.  I think the panel has a few questions.
Questions by the Board:


MS. DUFF:  There is just a quick question regarding the surveys of the large industrials that we have been referring to.  You don't have to turn it up.  They were the A to T, the 20 respondents.

So as I understand it, after you had the consultations with the large industrial customers, you asked them to comment on their response.  That was summarized in that exhibit; is that correct?

My question is, to phrase it better:  If you have 33 customers, what happened to the other 13?  Did they not -- were they not consulted, or were they consulted and yet they chose not to respond and provide their comments?

MR. DENT:  No, there was a little bit of misconception in the earlier discussion.  We didn't send the survey out to everyone.

We had initially 16 that we contacted.  We talked to them either live or via telephone.  And then subsequent to that 16, we had a few others who came back with responses after-the-fact.

Again, we weren't secretive about this, so people knew that we were doing some consultation, so it kind of came in two tranches.

MS. DUFF:  Are you saying that did you not contact all of your customers?

MR. DENT:  That's correct, we did not.

MS. DUFF:  Thank you.

MS. LONG:  Ms. Frank?

MS. FRANK:  This approach to contacting the customers and finding out if they're interested in your DSM program or how it might help them, obviously you did it with some large customers.

Did you do it with any other customer segments, the residential, the smaller C&I?

Did you do the same thing to say are you prepared to have this program and have your rates increased?  Is that a similar survey elsewhere?

[Witness panel confers]

MS. LYNCH:  No, not specifically with the timing.  We did rely on previous customer research that we had done for directional indications of what areas they're interested in.

MS. FRANK:  And I know earlier panels suggested that incentives were attractive, but what about the rate impact?  There were several comments about we don't want our rates going up for this from the large customers.

Did you get other groups saying they're happy to have their rates go up?

MS. LYNCH:  I don't believe we've asked that specific question.

MS. FRANK:  Okay, thank you.

MS. LONG:  Those are our questions, Mr. Smith.  Any redirect?

MR. SMITH:  None, Madam Chair.

MS. LONG:  Okay, thank you.  Then the panel is excused with our thanks.

I think then we are adjourned until tomorrow morning at 9:30 when, Mr. O'Leary, you will have your panel ready for presentation and then cross-examination?

MR. O'LEARY:  Yes we will, Madam Chair.

MS. LONG:  Thank you very much.
--- Whereupon the hearing concluded at 4:19 p.m.
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