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Tuesday, August 25, 2015
--- On commencing at 9:30 a.m.


MS. LONG:  Good morning, everyone.  The Board is sitting this morning in matters EB-2015-0029 and EB-2015-0049, applications brought by Union Gas and Enbridge Gas for various DSM-related approvals.

Before we begin, Mr. O'Leary, are there any preliminary matters you wish to deal with?

MR. O'LEARY:  There are none, Madam Chair.

MS. LONG:  Okay.  Thank you.  Then would you introduce your panel to us?

MR. O'LEARY:  I would be delighted to.  Good morning, everyone.  So beginning looking at the panel from the left side we have Ms. Ravi Sigurdson.  To her left is Mr. Brandon Ott, to his left is Ms. Fiona Oliver-Glasford, to her left is Mr. Mike Lister, and to his left is Mr. Jamie Paris, and I would ask that they be sworn, and I will ask each of them to also, after they are sworn in, provide their positions with the company.
ENBRIDGE GAS DISTRIBUTION INC. - PANEL 1, DSM POLICY, PLANNING & EVALUATION


Fiona Oliver-Glasford, Affirmed


Michael Lister, Affirmed


Jamie Paris, Affirmed


Ravi Sigurdson, Affirmed


Brandon Ott; Affirmed.
Examination-In-Chief by Mr. O'Leary:


MR. O'LEARY:  If I could start with you, Ms. Sigurdson, perhaps if you could advise the Panel of your current position with the company.

MS. SIGURDSON:  Yes, I'm the manager for program design, evaluation, and audit.

MR. O'LEARY:  Mr. Ott?

MR. OTT:  I am the lead for DSM policy.

MR. O'LEARY:  Ms. Oliver-Glasford?

MS. OLIVER-GLASFORD:  I am the senior manager for market policy, research, and DSM.

MR. O'LEARY:  Mr. Lister?

MR. LISTER:  My title is senior manager, energy solutions.

MR. O'LEARY:  Mr. Paris?

MR. PARIS:  I am the manager for marketing for commercial and industrial and low-income delivery.

MR. O'LEARY:  So then before we move on to the presentation, if I could just ask one question to you, Ms. Oliver-Glasford, on behalf of this panel and all the future panels.  Can you please confirm that all of the evidence that has been pre-filed, all of the answers to various interrogatories and to the various undertakings that were given at the technical conference, were they prepared by the various witnesses that will appear and/or under their direction?

MS. OLIVER-GLASFORD:  Yes, they were.

MR. O'LEARY:  And do each of the witnesses adopt that evidence for the purposes of this proceeding?

MS. OLIVER-GLASFORD:  We do.

MR. O'LEARY:  Thank you.

Madam Chair then, pursuant to the Board's request, Ms. Fiona Oliver-Glasford is going to provide you with a brief presentation into the company's multi-year plan.

We have prepared a PowerPoint presentation with that, and perhaps I could ask that to be marked as the first exhibit of the day.

MS. LONG:  Yes.  Thank you.

MR. MILLAR:  K5.1.
EXHIBIT NO. K5.1:  ENBRIDGE PANEL 1 POWERPOINT PRESENTATION OF MS. FIONA OLIVER-GLASFORD.

MR. O'LEARY:  And with that, my first question is, Ms. Glasford, would you be so kind as to proceed with the presentation?
Presentation by Ms. Oliver-Glasford:

MS. OLIVER-GLASFORD:  Thank you, I will.

Thank you so much, Panel members and stakeholders, for allowing us the opportunity to provide an overview of the background, inputs, approach taken, and opportunities and challenge inherent in balancing all of the requirements and considerations related to DSM in Ontario.

So just a little bit of a background.  Enbridge has a track record of success in demand-side management for 20 years.  We have designed and delivered successful energy-efficiency programming since 1995, and to be sure, Enbridge has been and continues to strive to be a leading jurisdiction in North America in DSM.

We've built a track record of working with stakeholders towards mutually agreeable outcomes where possible, and we've been involved in the continuous evolution of the DSM business through several frameworks, various evaluation techniques, and program design and delivery.  We've increased our budgets from 2.2 million in 1995 to the order of eight-eighty-two-point-nine million by 2020.

Enbridge really took what I'll call a bottom up/top-down approach in developing our plan.  It started in anticipation of the final framework, where we did a number of things to inform our knowledge and round out the type of things that we considered in terms of programming and approach.

We gained input from stakeholders, customers, channel partners, delivery agents, industry associations, and levels of government.  We looked at historical results back as far as we could, but in particular, in three-year -- past three-year results.

Enbridge, experience in the marketplace and understanding of evolving trends from those who are in the trenches, so to speak, and the achievable potential study.

When the final framework was received, Enbridge used the guiding principles and priorities to update its portfolio structure and contents.  The plan was then tempered, considering top-down guidance on rate impacts, and an iterative process took place.

The portfolio and -- in the finality was screened against the total resource cost and the program administrator's cost to ensure it met cost effectiveness criteria.

In development of our plan, Enbridge considered several sensitivity or alternative scenarios.  We looked at a band around our plan and considered a budget level at 75 percent of our plan, 125 percent of our plan, and 150 percent of the plan's budget level.

Based on market knowledge, we determined which of our programs could be what we called scalable or move with budget in a way that would increase targets when budget increase, and we identified some that we did not feel comfortable that could be scaled.  Then we took off the top our administrative costs and essentially pegged our cost effectiveness ratio in the sensitivity analysis so that we could play with both the budget and target outputs.

In doing so we also applied what we call a decay factor, which is to recognize that the increased budgets will not linearly increase our targets.  There is not a linear correlation there, and so we tried to consider that.  And we ran further sensitivities during the course of the interrogatory process.

The team is extremely proud of our stakeholder activities, which started in December 2013 with our DSM consultative members having a brainstorming session to discuss new program ideas and thoughts on the current programming.

After that we had a joint Enbridge and Union program design session, where we compared and contrasted what was going on and tried to understand what might drive those differences and talk about learnings.

In September 2014 we had a joint Enbridge/Union Gas low-income stakeholder session.  From January to March 20 -- or, sorry, September to October, in 2014 we held a series of seven program design roundtables, where we looked at everything from our behavioural programming -- we had OPower come in and speak to various parties -- to our strategic energy management or comprehensive energy management program design.  And then we held a much smaller session in January to talk about on-bill financing and financing and just do some discovery in that area.

In December 2014 we again held a DSM consultative, giving updates on various milestones and pieces that we had been working on, including those program design sessions, and in January to March we held a comprehensive series of consultation with stakeholders around our planning processes.

Here is just simply a snapshot of our full plan budgets and targets.  This chart is found in our plan in the overview section, B-1-2.

Just to call out a couple of key things; our 2020 savings goal, the framework had required us to put forward one, is 6.36 million (sic) CCM.

Our overall budgets increased twofold between 2015 to 2020, and our TRC cost plus ratio 2.4 and our programs administrator cost test 4.0.

This slide is simply to remind us all of our DSM business cycle, and it really talks about the verification audit and reporting timelines, so that we can consider how the year unfolds.  We do have the DSM business year, where Mr. Lister and his team go out and achieve the results and implement the plans.

The verification and audit process takes place after that.  Again, you know, the auditor provides their audit report and the clearance of accounts application is typically going in around Q3 or Q4 of the following year.

In thinking of our plan and looking at this being a six-year plan, we determined that it was appropriate to propose a target adjustment factor.  This target adjustment factor is a balancing mechanism to ensure incentives calculated are done so on best available information, but that the targets also reflect that best available information so that the company is essentially measured apples for apples.

What does it do?  It adjusts to account for changes in input assumptions.  And why?  To ensure the integrity of the planning process that we are all investing in today, to ensure that we're setting challenging yet achievable targets that aren't skewed over the course of time, that actually we retain that fine balance.

And it follows the fair business principles and is consistent with best practices, as outlined by ACEEE and is supported in their evidence by Synapse.

Just to illustrate what kind of factors are included and are not included in the target adjustment factor for clarity, and we can go through this further during the course of the day, but example factors that would not impact targets would include verification results.

So where we have gone through our verification of our custom projects and we find an adjustment factor to accurately reflect what was actually achieved, that would impact our results, but not change our targets.  Likewise, if we underachieve Dawn or overachieve Dawn, the number of participants or measures we needed to achieve, that would not change our targets.

Examples of factors that would impact targets; net to gross studies which we know to be inherently difficult to predict, and impact evaluation, where often it's coming out later in the year or where we have little to no ability to change during the course of the year for that impact evaluation.

In looking at our program portfolio, it was very important to Enbridge that we recognized that this is an exciting time for conservation.  Indeed, we saw a Minister's directive around conservation, and this idea of Conservation First.  As such, we wanted to balance a continuity and a stability for customers in the marketplace around programs, but also make sure that our portfolio was reinvigorated and innovative, meeting new needs and demands as we heard them evolving.

So this slide is simply a snapshot of our 22 offers in three program areas.

The first program area is resource acquisition.  This comprises roughly half of our total portfolio budget between 2015 and 2020, and it is the area that drives the significant portion of our CCM results.  We have new and innovative offerings, including the commercial-industrial direct install, our energy leaders' program, adaptive thermostats, and commercial small new construction.

We have involved some offerings to consider new incentive levels and expanded HEC, our home energy conservation -- or community program to drive wide and deep savings.

These offers drive higher participation and we have increased the scale of existing offerings.  We've sustained high CCM targets -- as you'll see, they've grown over the course of our plan -- and even higher HEC participation.

One of the key areas that we're very proud about is our expansion of effort into traditionally hard to reach markets.  We've got a scorecard focus to drive management attention to our programs that have typically been underserved because they were not measured.  What we measure is what we treasure they say, and specific offerings targeted to markets segments.

We have continued and enhanced support of our low-income sector, which we feel to be a very important sector.  We have now innovative offerings, including low-income new construction.  We have evolved offerings, expansion of efforts in the private sector multi-residential space, informed by our low income stakeholdering.

We have reduced missed opportunities by addressing new building stock and we are committed to exploring new opportunities, partnering to include cost effective furnace replacement measurements, tracking health and safety issues that may be a barrier for us getting into homes or suites, and potentially partnering with others in the market to remove those barriers, aggressively pursuing new measures that yield savings and are cost effective, and seeking to continually enhance tenant comfort.

We have a third program area which we believe is directly responsive to the goals, priorities, and principles of the framework.  The new and innovative offerings in this area are new construction commissioning, My Home Health record, which you'll hear also called OPower, school energy competition which is focused on students in the schools, and comprehensive energy management and energy literacy aiming to increase the culture of conservation in Ontario.

In the evolved offerings are the changed eligibility for Savings by Design commercial, and the redesign of our home rating program to be more effective.  New construction offerings to improve Ontario's building stock, offers geared to residential, small commercial, and commercial buildings, and new approaches to reduce missed opportunities.

The innovative use of behavioural science to drive awareness, literacy opportunity identification and operational improvements, My Home Health record, small CI behavioural, Run It Right -- which implicit in that is our benchmarking energy compass program -- schools energy competition and comprehensive energy management.

What I've not said, but what is implicit in all of our work on a day-to-day basis, is our work to be more collaborative in the marketplace.  We have been working towards a number of different ends to be collaborative with electric utilities, and those fall into several categories because, you know, given the differences in the evolving nature of conservation in the marketplace, there are different ways in which we can work together.

The first is enabling, where we might cross-train one another's sales teams.  This has been happening and we've done this with three utilities already.  Promotion, partnering, for example on a small business campaign in coordination with save on energy to start to communicate just conservation as a message to customers versus just gas or just electric.

Delivery, working to coordinate, delivery of our low income program, for example, with Toronto Hydro.  We've been doing this over the last year and expect to do it as a well moving forward.  Design; albeit in the early stages of designing joint programs, we do have several pilot programs which are being designed and which will form the basis of more significant province-wide programs should they be successful.

Other initiatives of note -- I'm not going to spend too much time here, but Enbridge's multi-year plan does have many aspects, and just a few others to highlight is the fact that Enbridge, alongside Union, have been a part of the Conservation First implementation committee and is a part of the CDM working groups, which we were advocates to become a part of.

We've been participating to get Green Button underway for the natural gas utilities.  On-bill financing and financing has been very much investigated, and we have been a part of pilots around local improvement charges.  The technical resource manual, the manual that keeps up-to-date the input assumptions, we have been working diligently to get that completed.  As well, we have started to undertake a net-to-gross study, a boiler base -- and a boiler base case study.

Enbridge proactively, when the Minister's directive came out, and before that, knew that a new multi-year plan would be underway, and as such, we proactively undertook a potential study for insight towards our planning.  In the course of that, our stakeholders, in the process of stakeholdering with them on our potential study, encouraged us to consider the avoided distribution costs, and as such, we considered that as a component of our potential study.

We've also given a lot of thought to integrated resource planning and, as you will see, have put together a study scope and transition plan to that effect.

IRP in the utility; what are we required to do?  We were required to put in a preliminary scope of the study and a preliminary transition plan, and we have done so, and moving forward, we have been expected to conduct that study to determine the appropriate role that DSM may play to serve future system planning efforts, and that study, of course, is expected to complete by June 1st, 2018.

In undertaking that study, we've understood there to be three main intersections in IRP planning, and one is what we call passive deferral -- or not what we call, but what experts who have been doing this for a long time call it as passive deferral, and although we have not, perhaps, closed the loop, has really been what's happening in Ontario around our DSM activities.

Potential direct impact of DSM on subdivision planning, so this kind of considers the broader pictures of things like district energy and how they play into system planning.

Potential direct impact through targeted DSM, so GO-targeted offset or deferrals, so we call it as active deferral.  These are very different topics, so it's a very large swath of discussion.

Research methods are expected to include internal review, primary research, secondary research, and case study.

We have put together a slide -- there has been a lot of discussion in this hearing to date about avoided costs, about bill impacts, and about carbon, and the reason that we put this in is to have two discussions started, and obviously we'll continue, is just to give a sense of the size of the 15 percent adder to what we see the calculated cost of carbon being, recognizing that the 15 percent adder is to instruct or to screen our portfolio, is really that avoided cost piece.  It's for screening purposes.

And so when we look at it, we've done just some simple math here which, again, we can speak to further as we get into the course of this hearing, but in doing the calculated cost of carbon, we simply took Mr. Neme's net present value cost of carbon in his evidence and simply adjusted it to reflects the vintage 2018 Quebec price of carbon to kind of put some perspective.

Now, we're not saying we endorse it, but I would say we wanted to give a sense of magnitude, recognizing that this is a very real issue, you know, that's on the horizon.

Enbridge is amenable to some of the recommendations made by Synapse in their report, and we can talk about that as well further.

Enbridge is seeking the following from the Board in this proceeding:  One, approval of the 2015 transition-year budgets and targets, including the incremental budget;


Two, approval of the budgets, targets, and plan elements that they comprise for 2016 to 2020, recognizing Enbridge has fully and appropriately responded to the framework and Board's priorities;

Three, approval of other plan elements such as, but not limited to, new deferral and variance accounts, target adjustment factor, and the integrated resource planning study scope.

And four, approval of the TRC screening and related avoided cost methodology, including the addition of the 15 percent non-energy benefit adder.

And that concludes my presentation.  Thank you very much.

MS. LONG:  Thank you for that presentation.

MS. LONG:  Mr. O'Leary, is your panel ready for cross-examination?

MR. O'LEARY:  They are, Madam Chair.

MS. LONG:  Thank you.  Mr. Poch, I believe you were going to start this morning.

Cross-Examination by Mr. Poch:

MR. POCH:  Thank you, Madam Chair.  Good morning, members of the Board, good morning, witness panel.  David Poch on behalf of the Green Energy Coalition.

If you've had a chance to look at the transcript or listen in on the hearing you will have heard my previous cross-examinations of Union's panels, and you are probably well-positioned to answer my first few questions anyway, so I'll apologize for some repetition, but hopefully that will allow us to abbreviate this a bit.

Madam Chair, we have provided a compendium for this cross-examination of materials.  I believe they are all already on the record.  Could I get an exhibit number for that?

MS. LONG:  Yes, you may.

MR. MILLAR:  It is Exhibit K5.2.
EXHIBIT NO. K5.2:  Cross-examination COMPENDIUM of GREEN ENERGY COALITION FOR ENBRIDGE PANEL 1.

MR. POCH:  Let's start the same way we did with Union, which is to look at the Board's report, and on page 1 of the compendium we have reproduced some of that, and I want to draw your attention to where the Board says that they are centrally concerned with two factors that must be balanced:  ensuring sufficient funding to pursue all cost effective savings, and that the -- excuse me, that the costs to undertake such efforts are reasonable for those customers who will not participate in a program.

And they go on to say therefore -- and they come to their $2, and further on the page they say based on the $2 impact they've estimated annual DSM amounts.

So I've read that as meaning that the Board's primary concern in proposing the $2 residential rate impact proposal was this concern about imposing costs on -- adverse rate impacts on non-DSM participants; agreed?

MS. OLIVER-GLASFORD:  Yes.

MR. POCH:  All right, and then in turn the budgets flow from that consideration.

MS. OLIVER-GLASFORD:  Correct, the budgets and bill impacts, correct.

MR. POCH:  Right.  Now, you made the decision to abide by that guideline, as you have indicated you've done throughout.  Can I ask you, would you agree that, in deciding whether that's an appropriate level of rate impact, it is or was appropriate to consider several factors, and let's see if we can just tick down the list, that the burden $2 imposes on non-participants and including the scale of that impact relative to the overall bill, that would be a relevant consideration?

MS. OLIVER-GLASFORD:  Yes, and that appears to be considered in the framework.

MR. POCH:  All right.  And I'm really asking if you agree it's appropriate.  I mean, we don't know what was in the Board's mind, but you've gone with it.  So you agree that that would be one of the important considerations.

MS. OLIVER-GLASFORD:  Yes, it would certainly be an important consideration.

MR. POCH:  All right.  And the benefits to the DSM participants that the investment generates would be an important consideration; agreed?

MR. LISTER:  Yes, agreed.  Just to point out maybe the obvious:  When the Board did release this framework, I think in December 2014, there were lots of submissions by lots of parties.  So we really viewed this as the Board's -- the Board's determination on that matter, so we don't necessarily agree with where you seem to be going.  Whether or not we can or should agree, this was the direction provided in the framework.

MR. POCH:  I understand that.  But you understand that the Board's guidelines aren't binding on you, or on this Panel hearing this case?

MR. LISTER:  It was clear in the framework that some flexibility would be accorded, yes.

MR. POCH:  Well, as a matter of law, the Board has made it -- I'll just inform you, and your counsel can inform you otherwise, if he disagrees -- a matter of law, that the position of Board Staff's lawyer before the courts is that it's just a guideline.

MS. OLIVER-GLASFORD:  Yes, we are aware.

MR. O'LEARY:  Well, Madam Chair, I think my friend has asked this panel for a legal determination, and what he's referring to is a proceeding that involved an entirely different guideline.

You know, this panel has now indicated that they viewed this guideline as having some flexibility.  But as to whether or not it is legally binding, I think that's a legal question that should remain between counsel.

MR. POCH:  That's fine, Madam Chair, I wasn't looking for a legal opinion.

You'd agree a relevant consideration would be the benefits to society more generally that the DSM generates, not just the participants?

MS. OLIVER-GLASFORD:  Yes, it is one important consideration and it is determined in how we select and design our offers.

MR. POCH:  And would you agree that any offsetting benefit that comes through in rates so non-participants would enjoy, that is that the net rate impact would be an important consideration?

MS. OLIVER-GLASFORD:  Yes, it would.  I would -- I think where this discussion is becoming a bit cloudy is that there are two aspects to what we do in DSM.  One is understanding the value to society of the avoided -- of the avoided costs, but also looking at the bill impacts.

So I think we're going to have to be careful to understand that, and to keep that in mind as we have our discussions moving forward.

MR. POCH:  Okay.  But that last question I asked you was really about that rate impact question, correct?  It was expressly about the rate impact question and I was really asking, in looking at rate impacts, you want to look at the net rate impact?

MS. OLIVER-GLASFORD:  Yes.

MR. POCH:  In our compendium, we've included at page 3 of our compendium your response to interrogatory 28 from the GEC, and there we asked you to confirm that your bill impact analyzes, which appear in Exhibit B, T2 schedules 2, 4, 6, 8, 10 and 12, and perhaps elsewhere in your evidence, they don't incorporate any downward pressure that may result from efficiency programs energy savings, and they don't include any downward pressure that may result from deferred capital investments and gas transmission and/or distribution, price suppression effects or reduced future costs of complying with carbon dioxide emissions.

And you've confirmed there that they don't, correct?

MS. OLIVER-GLASFORD:  To the degree they might exist, we have not included them.

MR. POCH:  Right.

MS. OLIVER-GLASFORD:  We have also not included the cost of incentives.

MR. POCH:  Right, you've not included -- okay, I'm sorry.  The cost of incentives, which is incentives to the company or to the participants?

MS. OLIVER-GLASFORD:  Incentives to the participants, which obviously would be, you know, part of rate impact piece.

MR. POCH:  Are you saying that the incentive you pay someone in one of your programs to help with whatever it is, a furnace or whatever, is not in your DSM budget?  Surely that must be in your budget.

MS. OLIVER-GLASFORD:  Yes, and that's why I'm raising it, because it is not part of the TRC that we would look at for avoided cost, but yet it does show up in bill impacts because it is part of the full DSM budget.

MR. POCH:  Right, and you have included that in your rate impact analysis?

MS. OLIVER-GLASFORD:  Correct.

MR. POCH:  So in the rate impact analysis, basically you've demonstrating that you have complied with the Board's guideline for $2.  


You've looked at what I would call gross bill impacts, which is just the bill impact from the budget.  You haven't looked at net impacts, which would include any of these potentially offsetting rate impacts, correct?

MS. OLIVER-GLASFORD:  Again, to the degree that they exist, we have not considered them because we've looked at them as avoided cost issue for screening purposes for --


MR. POCH:  Just because something is an avoided cost doesn't mean it won't reduce rates, right?

Let's take the example of avoided distribution infrastructure costs.  That -- you've attempted to include that in your avoided cost analysis, correct?

MS. OLIVER-GLASFORD:  Correct.

MR. POCH:  And you would agree that to the extent you're successful at deferring -- that you've even found values for that, whether we agree with your values or not, that would also reduce everybody's rates?

MR. OTT:  Good morning, Mr. Poch.  I think one of the distinctions we would like to draw between analyzing avoided costs and bill impacts are what I would call the direct and measurable impact on customers, so avoided costs, we want them to be as accurate as we possibly can and we make best efforts to do so.

But they are, by definition, a forecast many, many years into the future, and they guide our planning efforts.  When we look at our portfolio and their use for TRC screening, we have a very cost effective portfolio that we're putting forward.

When we talk about bill impacts, might it be fair to say that there's a higher level of certainty required?  Ultimately, we're required to present these bill impacts of what we believe to be actual real-time bill impacts to customers on a monthly basis of our DSM activities, and there's just a different degree of comfort in how we apply those outcomes to bill impacts versus avoided costs.

MR. POCH:  Let me get an answer to my question, though.  If you found, as you have for avoided costs, that distribution infrastructure can be avoided the some level, to whatever extent that happens, it would in fact reduce the rate impact on all customers going forward?


MS. OLIVER-GLASFORD:  Yes, but I think it would be a very difficult thing to confirm with certainty.

MR. POCH:  Yet you've attempted it for avoided costs analysis?

MS. OLIVER-GLASFORD:  We attempted it to be responsive for the direction that integrated resource planning is going, and requests by the Minister, and for an appropriate achievable potential study.

MR. POCH:  All right.  But you've not even attempted to analyze price suppression effects, DRIPE; correct?

MR. LISTER:  Yes, I think that's correct, Mr. Poch. And just to add to that, bill impacts have never been expressed that way in the past, to our knowledge, so we are at least in keeping with tradition or precedent.

MR. POCH:  Well, this is the first hearing, is it not, where we're under the new framework and now we have an explicit guidance from the Board about what level of rate impact would be undue.

So this is really the first time when rate impacts have been an explicit constraint.  They have always been a consideration, of course, but this is a now -- we're under a new framework, and we now have this explicit constraint.  So that's why we think -- we're advocating that we have to do a rigorous analysis here, and I just want to pin down what you have and haven't done thus for.

So you've agreed that you haven't used analyzed DRIPE and --


MS. OLIVER-GLASFORD:  I'm not sure I would characterize it as we haven't analyzed DRIPE.  We haven't done any extensive study on the matter, but certainly that would be an area that panel 4 could speak to.

MR. POCH:  All right.  I can't put my finger on the interrogatory, but I recall there's one where you had nothing to offer us on that.  So I take it you might have considered it in some general sense, but you don't have any study.  You haven't thought to gather studies on that to date?

MS. OLIVER-GLASFORD:  Notionally, no, but again I'll have to kind of put those questions to panel 4.

MR. POCH:  Okay.  That's fine.  And you haven't studied the -- how DSM might reduce your marginal gas supply that is generally more expensive than your average gas supply and that whatever difference exists there would be enjoyed as a rate impact by everybody?

MS. OLIVER-GLASFORD:  We did have discussions internally, and we can address those at panel 4 on this particular topic.

MR. POCH:  All right, you haven't -- oh, all right, panel 4.

MS. OLIVER-GLASFORD:  Yeah, that's where we've got the --


MR. POCH:  Similarly, I take it is your answer the same for reduced marginal transportation that is more expensive than average?

MS. OLIVER-GLASFORD:  Correct, that's where we have the appropriate experts.

MR. POCH:  All right.  And similarly, avoided local transmission infrastructure, to the extent it flows into distribution costs?

MS. OLIVER-GLASFORD:  Again, yes, that would be panel 4, but that again is a very complicated issue.

MR. POCH:  All right.  I'm sure it is.  And just to be clear, your avoided-cost people have considered distribution infrastructure avoidance, and they have included your avoided costs do reflect that marginal gas costs avoided are at a higher level than your average gas costs, but you haven't carried their analysis into your rate impact analysis.

[Witness panel confers]

MR. LISTER:  Yes, that is certainly something panel 4 can address, but I think what we can say is that is a fair statement.  Specifically what we have not studied is how the avoided costs then translate into bill impacts, the duration and the timing and the magnitude and other such factors.

MR. POCH:  Okay, now, would you agree that to whatever extent these various potential rate-reducing mechanisms happen, since you've been doing DSM for many years, those same effects would to a greater or lesser extent be reducing rates for non-DSM participants today, not just in future years?

MS. OLIVER-GLASFORD:  Sorry, can you repeat your question?

MR. POCH:  I was just saying, to the extent that any of these effects that I've listed reduce rates for non-participants, since you've been doing DSM for years, for the life of the measures in those various programs, current customers, participants and non-participants, would be feeling those effects on rates this year from the various years of DSM that you've administered over the years, in the past, again, so long as those measures are still in place?

MS. OLIVER-GLASFORD:  Presumably that has been taking place and will continue to take place.  I think one of the things -- and I'm not sure if it's where you're going, but I just want to make sure -- and I don't think you're going here, Mr. Poch, but in terms of looking at what the value is, the net present value is relevant for determining the portfolio and screening, but it is those individual yearly streams kind of cumulative from the years -- okay, great, thank you.

MR. POCH:  Right, in fact, I think Mr. Neme does a net present value analysis, and that's really just a proxy.  The actual impact, current impact, on current ratepayers would be from the cumulative effect of these various overlapping years behind us; right?  I think that's what you've just said.  It's the persisting DSM savings that would be helping hold down rates to date to whatever extent those effects occur?

MS. OLIVER-GLASFORD:  Yes.

MR. POCH:  All right.  And that's always going to be the case.  There's going to be these overlapping streams of savings from the past, and then we're spending money today, which is going to create a stream of savings into the future, to the extent there are savings to be had.

MS. OLIVER-GLASFORD:  Correct.

MR. POCH:  Just to -- if you could turn to, in our materials, to page 4 of our materials, the italicized script at the bottom of the page was added by us just to crunch the numbers, and in your response you provided a table, and we have highlighted, I think it's the last 12 years there.  Yes.  We just added up the annual -- fully effective annual net gas savings from each of the last 12 years of programs.  That's -- we get that 862 million cubic metres.  Sound about right?

MR. OTT:  We certainly can't disagree with the math in front of us.

MR. POCH:  And we just compared it to what we understand is your throughput of 12.1 billion cubic metres.  Does that sound about right too?

MR. OTT:  Subject to check.

MR. POCH:  All right.  And we get 6.7 percent.  Nothing turns on the exact numbers.  I just wanted to put the scale before you.

So wouldn't you expect that when -- if -- first of all, your average measured life is about 12 years or more, I think, maybe longer these days, 15, perhaps?

MR. OTT:  Fifteen is the number that we work with.

MR. POCH:  Fifteen.  All right.  So this would actually understate that; but that scale of savings that's accumulated over the years and is still persisting, presumably, because of those average measure lives, would you agree it's bound to have had some measurable impact on your distribution infrastructure?  You've been able to avoid some costs because of it?


MR. OTT:  Unfortunately, Mr. Poch, we can't really confirm with any precision what that impact would have been, because while those numbers, as we see them, you know, have some impressiveness to them, they would have taken place across our entire portfolio over the course of many years, so where specific projects would have been deferred in any way is very difficult to pinpoint.

MS. OLIVER-GLASFORD:  And if I can just add on to that, again, this is, you know, very much panel 4 material, but our planning is done on the peak hour, and what DSM produces are annual savings.

MR. POCH:  Right, and there is a recommendation about that going forward for Mr. Neme as well.  We'll get to that.

Let's assume then that there is some effect, and I understand you are not prepared to talk about how big that effect might be, and we can talk about it with the other panel, and I'm sure their answer is going to be similar, but let's assume there is some effect for the sake of discussion.

And I just want to draw an analogy about the way we look at spending on the supply side.  When you look at a cost effective investment on the supply side to your system, you make a capital investment.  You don't put it all into rates in the year you make it, clearly; correct?

MR. LISTER:  I believe that's correct.

MR. POCH:  You depreciate it over the life of the investment --


MR. LISTER:  That's correct.

MR. POCH:  -- and it comes into rates.  And in so doing you are matching the way it comes into rates with the benefit it provides to the system.

MR. LISTER:  Umm...  Let me see if I can play this back.  When an investment is made that goes into rate base, its value is depreciated over time.  I understood your comment to mean that; yes, we agree with that.

MR. POCH:  All right.  In considering whether an investment on the supply side -- and I can -- you know what?  I'm going to stop there, because I can hear from your answer that we're getting into arcane stuff here that I think we're going to go around in circles, so I'm going to stop there and move on.

Let's go to sensitivity analysis.  Mr. Neme has some comments about your sensitivity analysis.  This is where you explained if your overview, that you did at 75 percent, 125 percent, and 150 percent budget run, just to see what it would look like.

And at page 5 of our materials, page 21 of his report and following, he talks about that.  And he made a few comments I wanted to get your feedback on.

At the very bottom of our page 5, his page 21 and over, he basically makes the point that there wasn't an optimization.  You scaled what programs you felt were scalable, but you didn't change the mix; right?  And he says it's understandable, but it's not ideal.

MS. OLIVER-GLASFORD:  Yeah, I think Enbridge considered this activity to be illustrative, and hopefully helpful in terms of the Board's decision-making.

However, I think it's accurate to say we did not do -- you know, do we need to increase marketing by 30,000 for this program or -- no, certainly we tried to take a bit of a broader brush approach.

MR. POCH:  Sure, and let me be perfectly frank here. Our concern is we don't want the sensitivity analysis to be taken as an indication of whether there's more potential out there, and whether an increased -- what an increased budget would actually get.

As you say, it is very broad brush, and we just want to point out some of the ways that, in fact, in the real world you might do considerably better.

So optimization is one way that you would presumably try to do better than what the simple scaling tells you.  Correct?  You would try -- in the real world, if we gave you more money, you would try to optimize which ones to go with.  You wouldn't just apply it across the board automatically.

MR. LISTER:  I think that's generally fair, Mr. Poch.  We try to, in any given year, optimize successful programs with the program design and all of that.

Again, I don't know exactly which IR response it was, but I believe it was to a GEC interrogatory, and we did state there that what we did didn't do in this sensitivity analysis was create very detailed program design changes, because that would essentially have meant creating four different plans and four different budgets, and we were not in a position to do that.

So, as Ms. Oliver-Glasford just pointed out, what we wanted to provide the Board was a piece of evidence that could guide the Board's decision-making in terms of directional magnitude.

MR. POCH:  Sorry, I don't think it's in our materials, but let me ask you to turn up page 25 of Mr. Neme's evidence. I will just give you the quick and dirty on this, so you can jog your memory.

This was a -- this graphic is from the experience in California where they tried -- where the blue bars are, they tried moving their incentives upstream to distributors and so on, rather than doing the incentives at the retail level for some energy efficiency equipment.

They tried it and, as you see in 1998 through 2001, they had significantly higher results.  Then they stopped doing it for a while; the results collapsed.  Then they re-instituted it.

I point to that just as an example of the kind of thing that you could do with more budget, but that -- maybe without more budget even.  But that that's not -- you didn't look at those kinds of alternatives in your sensitivity analysis?

MS. OLIVER-GLASFORD:  No, and I think what you're suggesting here -- when we kind of look backwards at some of these approaches, certainly this is a very impressive program.

But there would be other implications.  All of the factors at play in a portfolio are interwoven and you look at how it impacts free riders rates, where you're going to put other monies, all kinds of different factors.

So to try and take one element and say, well, we could have gotten 900 percent more for that dollar, I'm not sure I would buy into that sort of an approach.

MR. POCH:  I was really making a much simpler point, which is not that that specific one is necessarily the one that you might land on.  It's just you didn't -- the sensitivity analysis wasn't even an attempt to try to look at other innovative ways of doing things.  It's just scaling-up what you are doing -- and not even all of it, just what you felt was scalable.

MS. OLIVER-GLASFORD:  Enbridge asserts that it has an innovative portfolio that has been cost effective.  So certainly we felt that a broad brush approach would be appropriate.

Did we look as every single metric or offer?  No, we did not.

MR. POCH:  Now, Mr. Neme, in his report -- this is back on page 6 of our materials, goes on to talk about what you assumed for market transformation budget.

This is the first bullet on page 6 of our materials, and he said in your 150 percent budget scenario, you've got a $32 million increase in spending in 2016.  Seven million of that goes to scaling up the market transformation programs, none of which produce immediately quantifiable savings.

And he's saying that didn't make sense to him because if those are truly market transformation programs, they should have already been designed to transform the markets, and the base budget should have been sufficient for that end to begin with.

So why would you scale those up?

MS. OLIVER-GLASFORD:  Our portfolio was designed to meet the number of objectives and priorities and principles that the Board put forth in their framework, some of which are around driving a culture of conservation in Ontario and don't directly -- perhaps indirectly, but don't directly lead to measurable CCM results.

MR. LISTER:  I think it is fair to say, Mr. Poch, that we believe you can scale market transformation and it is the speed with which the market is transformed, so to speak.

So in our view, it is scalable.  You could do much more activity to transform the market in different ways or faster.

Again, we were attempting to provide the Board direction, so some of the detail which you're pointing out certainly would be changed or altered, were we to do a grassroots budget or exercise at the very granular level.

MR. POCH:  Okay.  Now, he goes on to raise a number of points about the reliance -- what he calls the formulaic reliance on the potential study estimates which show a declining yield per dollar spent.

And I won't take you to that; it's for your panel 4, I appreciate.  But if you go over to page 8 after that discussion, page 8 of our booklet, he does add one more concern about how you would apply that in your sensitivity analysis.

And if you see the first full bullet there, the full dark bullet, he says:
"Even if one were to ignore all the concerns about the use of the potential study, Enbridge made a basic mathematical error in developing the formula it used to apply the decline in savings yield per additional dollar spent derived from its potential study, (what the company calls its "Decay factor).

"The company starts by noting that at the level of its base plan budget, the potential study suggests that for every 9 percent increase in budget, there is an approximate 4 percent increase in savings.  It then makes the mistake of using those assumptions in a formula that not only adjusts savings from new spending, but adjusts the base level of savings as well.  The result is a formula that mistakenly suggests that it is impossible to achieve more than 17 percent more savings than Enbridge has forecast, and that savings would actually start to decline once budgets were increased by 70 percent."

Do you agree that there was an error made there in the math and the way that he's outlined?

MS. OLIVER-GLASFORD:  Yeah, I mean, thank you for calling this out.  I think what Enbridge did was take an approach in how it was going to deal with factoring in the decay factor, and we did apply it to the base.

Was it a mistake?  I wouldn't characterize it as a mathematical mistake.  Perhaps it wasn't the right approach to use, and we did recognize that there was that threshold that Mr. Neme identified as well.

And in responding to several more IRs in sensitivity analysis that asked us to go beyond the 70 percent, we did, in fact, adjust -- or apply the decay factor on only the incremental, as I believe he's suggesting here, and those references would be IT3.EGDI.BOMA.5.  I believe it's IT3.EGDI.ED.7, and again, ED.8.

MR. POCH:  Okay.

MS. OLIVER-GLASFORD:  So those references show IRs where we adjusted our approach to the sensitivity analysis in order to be responsive to those intervenors that were asking for more than, you know, our approach showed.

MR. POCH:  Sure, but you'd agree that, just intuitively, it doesn't make sense that if there's the 70 percent limit that after you increased budgets by 70 percent there is simply no more.  You understand the critique of the way you've done this, and you --


MS. OLIVER-GLASFORD:  Yes, certainly.

MR. POCH:  -- I gather you are not disagreeing.  It's...

MS. OLIVER-GLASFORD:  No, I'm not disagreeing.  You know, I think it's an apt observation, and certainly we had addressed it in responding to the IRs that I've mentioned.

MR. POCH:  Okay, thank you.  We just had trouble finding one number, and maybe -- I have a hunch this might have to be an undertaking.  We couldn't find a TRC net benefit number -- we found it for your total plan -- $664 million, I think is the number, if memory serves, but probably it is in your opening slides -- but we didn't find one for 2015.

Can you provide that to us?  I don't think it's on the record.  If it is --


MR. O'LEARY:  We can provide that by way of undertaking.

MR. POCH:  Sure.

MR. MILLAR:  J5.1.
UNDERTAKING NO. J5.1:  ENBRIDGE TO PROVIDE A TRC NET BENEFIT NUMBER FOR 2015.

MR. POCH:  Thank you.  And for your sensitivity analysis, you didn't provide the TRC benefits that could be expected from the different budget scenarios.  Would you agree that would be a relevant consideration for the -- anybody looking at the wisdom of more budget, you want to actually -- you'd actually want to know what kind of bang you're getting for your buck.

MS. OLIVER-GLASFORD:  In the framework it actually requested for us to consider sensitivity analysis on budgets and associated targets, so we did not include the TRC benefits.

MR. POCH:  Right, I wasn't suggesting you haven't complied with the Board's direction, just that in considering if the Board today wanted to look at, say -- or at some year or two down the road wants to look at increasing your budget further, and you know our position is that it should continue to ramp up in 2017, would you agree that one of the considerations -- one of the appropriate things to be looked at at that point is to say, Well, what's the TRC that this will result in?  That's just like when we evaluate your plan today, that's one of the important considerations.

MS. OLIVER-GLASFORD:  Yes, it's an important consideration.

MR. POCH:  How much money would it save?  Okay, let's move on, and you've included some discussion of carbon benefits; I appreciate that you ran those numbers.  Let me just ask you this:  Can we agree that a simplifying assumption like 15 percent to capture non-energy benefits may be a good way -- a good tool to avoid difficult and highly debatable attempts to monetize softer benefits like employment spin-offs and home comfort; it is not just about carbon?

MS. OLIVER-GLASFORD:  Yes, that would be correct.

MR. POCH:  All right.  And would you agree that when we have actual monetized values for avoidable utility or customer costs it would be preferable to actually be precise about that and use the actual values?

MS. OLIVER-GLASFORD:  Yes, I think we would be very well-aligned on that.

MR. POCH:  All right.  Now, of course the context here is that with the advent of cap-and-trade we're moving into that era where you are going to have actual monetized and internalized values for GHG emissions; is that correct?

MS. OLIVER-GLASFORD:  That is my understanding, although when and how they're implemented is yet to be determined.

MR. POCH:  Sure.  Right.  Okay.  Let's go to page 18 -- actually, let's go to page 9 of our compendium, just to introduce this.  This is just the cover letter to indicate what follows.  We've included it here.  This is your 22 March of this year letter to the Minister of the Environment, where you made -- your company made submissions on this whole question of climate change, and I just have one question arising out of the submission that your company made.  Maybe you can help us.  Page 18 we've highlighted it.  I think it's highlighted elsewhere in your submissions as well.  You say:
"Demand-side management (DSM) utility conservation programs continue to play a key role in the market adoption rate of newly commercialized energy-efficient technologies and best practices.  Ontario should explore cooperating with willing natural-gas utilities to expand their DSM programs to include emission reductions targets."

Can you just -- we found that interesting, but we are not quite sure what you were intending there.  Can you elaborate on that?

MS. OLIVER-GLASFORD:  Mr. Poch, you are just looking for context around...

MR. POCH:  I am really just trying to understand what you meant by what an emission reduction target for, you know, for an expanded DSM program would look like.  What did you intend?

MR. LISTER:  I think the statement made here in this submission was -- clearly illustrates that Enbridge cares very much about DSM.  Relative to where we've been in the past, Enbridge cares very much about increasing the presence of DSM.  And then the reference there to commercializing energy-efficient technologies, Enbridge supports development of new technologies in a variety of ways.  So I think just generically the paragraph here is intended to stand by or stand behind continued expansion of DSM.

Once there is a carbon emission policy framework in place, DSM is a great tool to help advance the province's goals.

MR. POCH:  Okay, but you made the specific recommendation there to include an emission reduction target for DSM.  I take it we don't have an emission reduction target for DSM right now?

MS. OLIVER-GLASFORD:  No, and to add to Mr. Lister's comment, I would agree wholeheartedly.  I would also say we can't predict what a cap-and-trade system will look like or what the needs or opportunities in the marketplace will result out of in the cap-and-trade system.  So as such, you know, at that point there might be opportunities to see what could be added, either into the DSM portfolio or as a separate initiative.

MR. LISTER:  To date, the Board has never included as part of the DSM framework any specific emissions reductions target.  That may be the case or may not be the case once there's more clarity on the carbon policy framework.

MR. POCH:  Can you turn up page 21 of our materials, your response to GEC interrogatory 31 on topic 2.  And there I'm just looking at the last part of your answer.  You say:
"As it stands the current cycle for cap-and-trade compliance under the Western Climate initiative expires on December 31st, 2017.  At the outset, this would not be totally incongruent with the timing of the proposed midterm review of Enbridge's DSM plan (to be completed by June 1st, 2018, per EB-2014-0134)."

Let's just take that apart for a minute.  I took that is, you're suggesting there that it is not unlikely that cap and trade in Ontario will kick in on January 1, 2018?

MS. OLIVER-GLASFORD:  It is certainly a possibility, yes.

MR. POCH:  Well, in fact, you've made a point of mentioning that this -- that in the western climate industry, that's when the next window arises.

I assume you mentioned that for that very implication, correct?

MR. OTT:  To highlight the possibility, that's correct.

MR. POCH:  All right.  And I'm just trying to understand how a June 1, 2018, report from a mid-term review -- actually, I'm not sure that's the report.  Maybe that's when the review is intended to take place; I can't recall.

But certainly there would be no implementation for anything out of the mid-term review in that timeline until at least 2019, correct?

MR. OTT:  I'm not sure that we're in a position to say, Mr. Poch.

I certainly note that we are here for a DSM multi-year plan from 2015 to 2020, the latter part of 2015.  I also note that my understanding is that the mid-term review is to be completed by June 1, 2018.  We don't know that that will be sooner than that by any amount of time.

MR. LISTER:  I think what we were trying to elicit in this response here was that as more certainty is generated through the carbon policy framework that the government will soon announce, that could be taken into consideration in the mid-term review in whatever form it might take.

MR. POCH:  I'm just really highlighting the problem that we foresee that if the mid-term review in fact does take place during 2018, but carbon pricing has started at the beginning of 2018, there is a bit of a mismatch there.

MR. LISTER:  There may be.  You know, the Board is certainly well within its mandate, once the carbon policy is -- we gather further details, to assess for itself how that might or should be a part of DSM.  And, of course, we would follow Board guidance, or stakeholdering, or whatever is required of us to accommodate that.

MR. POCH:  The problem for this panel, of course, is that they're being asked to approve a six-year plan including -- and part of their considerations will be what can be left for a mid-term review, what can't be left for a mid-term review when that might occur.

You understand that this panel has to deal with those uncertainties?

MR. LISTER:  Absolutely.

MR. POCH:  Now, there is a 2020 greenhouse gas target that is the government of Ontario policy.  Would you agree that if the gas distribution sector is to play an important role in responding to the need for reduction issues, reduction of beyond business as usual, leaving that to 2019 to start is really too late to make enough of a difference?

MR. PARIS:  Sorry to interrupt, Mr. Poch, I apologize.  I have to use the facilities, if that's not a problem.  Thank you.

MS. LONG:  Why don't we take our morning break now and we'll be back at five after 11:00.
--- Recess taken at 10:44 a.m.
--- Upon resuming at 11:03 a.m.

MS. LONG:  Dr. Higgin, I understand you'd like to put in an appearance?

DR. HIGGIN:  Thank you, Madam Chair.  I wasn't this morning, so Roger Higgin for Energy Probe, and I will be participating in the balance of the hearing to the end of the hearing.  Thank you.

MS. LONG:  Thank you.  Mr. Poch?

MR. POCH:  Thank you, Madam Chair.

Panel, when we broke off I was just -- panel, when we broke off I was just asking you, given that there's a 2020 greenhouse gas reduction target that the Ontario government has announced, if the gas distribution sector is to play a significant role in responding to the need for reduction beyond business as usual, leaving it to 2019 to start is going to be very late in the day, correct?

MS. OLIVER-GLASFORD:  Based on that scenario, yes, it would be.

MR. POCH:  All right.  Now, your plan has growth in DSM budgets.  You've got a quick ramp-up between 2015 and 2016 and then a level -- more or less a levelling-off, and therefore, your results will more or less level off post-2016 as well?

MR. OTT:  Just a point of clarity, Mr. Poch.  I understand the point that you're trying to make, but our budgets increased from 37 million in 2015 to 63 million in 2016, 73 in 2017, and 79 in 2018.

I'm not sure we would necessarily characterize that as a levelling-off, although to your point, at 2018, yes, there is a levelling-off in our current plan as proposed.

MR. POCH:  All right.  Fair enough.  Would you agree that if you're to play -- if the sector is to play through its DSM initiatives any kind of significant role in helping meet the government policy goals, as evidenced by the greenhouse gas reduction goals, that a steady ramp-up of targets and results would be both consistent with that government policy and would likely be the most cost effective and manageable way for you to play that role?

MR. LISTER:  I can start and others can jump in.  Again, just to go back to Mr. Ott's point, we don't see this as a steady increase.  In fact, we haven't seen, in each year from '16 over '15, '17 over '16, and '18 over '17, we haven't seen those kind of jumps in DSM in a very long time, or ever, even, so we don't see them as necessarily steady increases.

To your question about -- I think your question was:  Wouldn't the Board -- or wouldn't we need to do a lot more if we were going to be effective to reach carbon reduction targets?  Again, that may or may not be the case.  We'll see what the new policy framework looks like.  What we've provided here to the Board is very responsive to the guidance that we were given, and to achieving the goals as we see them or as we interpret from the framework.

MR. POCH:  No, I appreciate you've taken as your marching orders, if you will, the Board's framework, and I'm not suggesting otherwise.  I'm just asking you that if these policy goals that the government has announced are to play a more significant role in things, in responding to that, ramping up over time is likely to be a better strategy than wait and sudden ramp-up.

MS. OLIVER-GLASFORD:  I think, just to add to what Mr. Lister and Mr. Ott have been saying, but to provide, perhaps a different context, is that when and if these -- the cap-and-trade regime is put into place, and we understand the full magnitude of what that means, I'm sure that DSM is not the -- it is one of -- one of the best ways to address those targets, but it would not be the only way in which Enbridge could address emission reductions.  There could be alternatives like renewable natural gas, just as one example.

MR. POCH:  Sure.  Okay, I was just asking, though, if there is to be a step up, whenever that comes, be it now or later, a smoother ramping up is generally going to be more manageable and more cost effective.

MR. LISTER:  I definitely think that in our experience the Board prefers smoother rate transitions.  Yes, I think that's a fair point.

MR. POCH:  Yeah.  Smoother rate transitions is another benefit, but just in terms of managing your program build-up, staying cost effective in your delivery, all of that is aided by having a smooth transition, as opposed to an abrupt one?

MR. LISTER:  Yes, I think it's fair to say that, you know, from an implementation perspective, smoother is generally preferred.

MR. POCH:  Just if the objective -- if the -- one of the benchmarks that we're going to be looking at is what's achieved by 2020, starting sooner would allow you to get more by 2020; isn't that pretty obvious?

MR. LISTER:  Yes, I think we'd agree with that.

MR. POCH:  Sure.  Okay.  In our materials, starting at page 22, we've put in this slide deck, which comes from Exhibit M.GEC.IGUA.1, and I take it your -- well, clearly your company has been in discussions with the government.  You've had the briefing that -- or similar briefing?

MS. OLIVER-GLASFORD:  I was not a part of such briefing, and I don't believe any of my panellists were at all.  They can speak for themselves if they were.  I have seen the materials you have before.


MR. POCH:  All right.  Well, let me just ask you this way:  Do you have any more recent information about where government is going than what's illustrated in these slides?  And let me -- why don't we do it step by step so it's clear for the record.

On pages 4 and 7 it's suggested that major gas users will be directly regulated and that distributors will also have to obtain allocations for the carbon associated with the balance of gas they distribute.  Do you have any indication of anything different than that from government that has come to you, to your attention?

MS. OLIVER-GLASFORD:  I have no indications at all given to me from government.

MR. POCH:  All right.  You know, I'm going to put all of these on the record, and then since you've indicated that you personally haven't been involved in the discussions with government, I'm just going to ask for a transcript undertaking:  If Enbridge has received any more up-to-date information about the policy direction, if they could provide it, and so the issues that I would like to understand, if you have any more recent information, are on that one that we just spoke of, which is who's going to be regulated on the gas side; the indication on page 10 that the draft regulations are expected to be published this fall with final regulations next spring; indication on page 5 that the -- at least there the illustrative target is to start by 2018, perhaps sooner; and that the -- that there will be a mechanism for -- mechanism for early action is being considered for recognizing early action, and that presumably that means 2017 or earlier, and that Ontario is linking with Quebec and California.

Can you give an undertaking that you will enquire of the people who have been in touch with government on this issue in your organization and advise if you have any more -- any better indication of what's -- where the government is headed?

MS. LONG:  Mr. Poch, you are asking if the company has any better information?

MR. POCH:  Yes, yes, if this is your best information.

MR. O'LEARY:  Madam Chair, I was going to jump in there just to question -- ask Mr. Poch the extent of the enquiries that he would expect of the company.  I presume that the request is on a best-efforts basis.

MR. POCH:  I'm not asking for the company to knock on the doors of government.  I'm asking what is the company's --


MR. O'LEARY:  No, I understand that.  But the question is how many people do you ask in the company.

MR. POCH:  Obviously.

MR. O'LEARY:  We're happy to give the undertaking on a best efforts basis, and it would also be subject to the fact that if there is any additional information which is the subject of confidentiality -- which I note that this document may have been in the first instance --


MR. POCH:  In the first instance.

MR. O'LEARY:   -- that we will not transgress any request that -- we maintain the confidence of the government.

MR. POCH:  I understand that.  Yes, this was originally a confidential document, and I understand it's not.  But of course with those caveats, that's acceptable, Madam Chair.

MS. LONG:  Are you looking for written documentation?  Are you looking for conversations that have been had?

MR. POCH:  Whatever form that information -- whatever the best information that Enbridge has is, I think, what we'd like to understand, what's --


MS. LONG:  Mr. O'Leary, is that possible?

MR. O'LEARY:  Subject to the caveats, we'll make best efforts, yes.

MS. LONG:  Thank you.

MR. MILLAR:  J5.2.

UNDERTAKING NO. J5.2:  enbridge to provide any updated information/documentation that it has regarding regulations for gas distributors to obtain allocations for the carbon associated with the balance of gas they distribute, any mechanisms for early action, and Ontario linking with Quebec and California's carbon regulations.

MR. POCH:  Now, one of the things that I just spoke of was the indication in the slides that Ontario is looking at rewarding early action.

Would you agree that if, as your interrogatory answer we spoke of earlier, which suggested a likely -- one likely scenario is that the cap and trade would start at the beginning of 2018, coinciding with the next trading period, that that clearly would suggest that there may be a mechanism for rewarding early action in 2017 or sooner?

MR. LISTER:  I think I understood your question.  I'll provide a response and if I didn't answer your question, you'll let me know.

But again, we come back to our comment.  Without further information at this time, our generic comment was that it may be appropriate for the Board to review the matter in a wholesome context in the 2018 mid-term review, subject to my earlier comment as well that the Board, within its mandate, could open up dialogue on this whenever it chose to do so.

MR. POCH:  Here's what I'm getting at:  Clearly one realistic probability -- possibility here is that cap and trade is going to take hold on January 1, 2018.

Clearly the government is talking about the possibility of rewarding early action, which must be before then; so logically, it's 2017 if not sooner.  And this Board is -- you're here asking for an approval for a plan from this Board, and I want to know where, for example, what mechanism do you see for -- if the government has an early action mechanism and, you know, and you recognize that in 2016, and that would require you -- it would give you the possibility of ramping up in 2017 to meet that.

What is the mechanism for that?

MR. LISTER:  Well, I think there are two mechanisms that the Board could consider in their own deliberations and that is, number one, the decision in this case.  The Board may choose to opine in whichever way it will on the future of carbon.

The second alternative that we've pointed out is a wholesome review at the -- in time for the mid-term review.  Those are the mechanisms that we see are available right now.

MR. POCH:  Okay.  And you'd agree with me the latter, at least with the current forecast for when the mid-term review is going to happen, that's too late to deal with this question of early recognition?

MR. LISTER:  I don't know we could definitively say it's too late.  We don't know what other plans there might be out there to target emission reductions.  I think we'd agree that there's a lot to be done.

MR. POCH:  All right, let's move on.  I want to talk about shareholder incentives, and in our materials we have included some of the pages of Mr. Neme's report which covers this topic.

Starting with page 32 of our compendium, page 34 of Mr. Neme's report, Exhibit L.GEC.1, he notes that you now propose separate metrics within the same scorecard for large versus small resource acquisition participants, as well as for home retrofits.  Is that correct?

MR. LISTER:  Yes, that is correct.

MR. POCH:  Sometimes referred to as the deep savings program; is that right?

MR. LISTER:  I think you are referring to what we call our home energy conservation program, HEC.

MR. POCH:  That's the acronym.  And he supporting that, because of the savings program dollar for larger C&I customers is typically six times higher than that for residential.  That conforms to your understanding?

MR. LISTER:  Well, let me try it this way.  We made a conscious decision to establish our scorecard the way that we did in recognition of much of the content of the framework itself.

The framework spoke to achieving higher participation levels and really targeting smaller customers.

So, our position has been and remains that for us to accomplish that, a great mechanism is to drive the incentive mechanism that way, to create the right focus on that particular market.

MR. POCH:  Right, and one of the distinctions between the large C&I customers and the small ones is this -- how effective your program dollar can be at getting cubic metres, so it makes sense to have a different metric for the two groups.

MR. LISTER:  I think that is not inaccurate.  We make the comment in our own evidence that naturally, the way that scorecards were constructed in the past, it actually incented us to go for very big savings.

I'm leaving aside the cost effectiveness argument that you're making, but certainly where we can gets the most incremental savings is obviously with bigger customers.

MR. POCH:  Sure, and that's exactly the concern that Mr. Neme is getting at, that even as you've broken it out, because they are on the same scorecard, you could shift resources, you know, after your approval here and when you're out in the field, you could then shift your resources from the small to the large and, in effect, that would defeat the expectations of the parties of the Board.

And I want to explain -- put before you a little history, so you can understand our concern a little better.  Can you turn up -- it's at page 35 of our materials.  We've got the cover page there of the interrogatory, Exhibit I, tab T2.EGDI.Staff.3, where he provides past scorecards and results, and we've included several of them in the following pages.

If you look at page 4 of 8 of that answer, page 38 of our materials, and you look at the top of the scorecard there, you can see that the weighting was 92 percent for resource acquisition and 8 percent for residential deep savings.

Let me just stop and make sure our terms are clear.  Resource acquisition was an amalgam of various program subcomponents, many measures, all of which were in the residential sector getting you cubic metres -- not just residential, excuse me; in all sectors.  And then the residential deep savings would be not dissimilar from your HEC program now; is that right?

MR. LISTER:  That's correct.  So the resource acquisition was an amalgam of all programs that generated CCM, resource (sic) commercial and industrial from prescriptive to custom, and everything in between.

MR. POCH:  And just so we understand what we're looking at there, the performance band, the metrics there, can you just tell us what the units are?  I think, for the residential deep savings, its participants, correct?

MR. LISTER:  That's correct.

MR. POCH:  And for the resource acquisition?

MR. PARIS:  Is in cumulative cubic metres.

MR. POCH:  Cumulative cubic metres, CCM.


MR. LISTER:  Millions, sorry.

MR. POCH:  Millions or hundreds of millions?

MR. LISTER:  That's in millions.

MR. POCH:  Okay.  And the deep savings program, would you agree it was broken out from the rest of the RA programs for a reason?  It's emphasizing deeper savings, the avoidance of lost opportunities once you go into a home, as opposed to simply cubic metres.

MR. PARIS:  Sorry, I'm not sure I understand the question.

MR. POCH:  Well, it was broken out in the scorecard, because it's a program that's being driven by other policy considerations than simply cubic metres.  It's a program that's designed to get some --


MR. PARIS:  Trust the whole --


MR. POCH:  -- avoid some lost opportunities and get some deep savings --


MR. PARIS:  Correct.  Yes.

MR. POCH:  Okay.

MR. LISTER:  When this was established and this was the product of a settlement.  The idea was to create the right kind of focus to actively go out and achieve participants in the program.

So again, the same sort of logic:  The way to do that is to focus scorecard attention in accomplishing that, and we maintain and we have maintained that view in our current application, where we're -- we've proposed doing the same sort of thing again.

MR. POCH:  And in contrast, as evidenced by the metrics and the weight, the resource acquisition programs, they're about getting cubic metres, first and foremost?

MR. LISTER:  The resource acquisition --


MR. POCH:  Yes.

MR. LISTER:  -- programs, yes, are about getting cubic metres.

MR. POCH:  Right.  And both of those things are important objectives, is a balancing between these different policy objectives, one just cubic metres, the other avoiding lost opportunities, getting deep savings when you're in there in a home?

MR. LISTER:  Well, I guess having a little bit of pause, I think resource acquisition in general is about programs geared towards that.  It should be about the intent of the program, rather than how the program is measured, so the point I'm making there is that resource acquisition programs are about helping customers acquire resources.  They may result in cumulative cubic metres.

I also think it is important, and the framework was very clear on this, that there may be other ways to measure success rather than just cumulative cubic metres.

In fact, the framework goes so as far as to say we should measure participants where it makes sense do so.

MR. POCH:  Sure, I'm not criticizing for that --


MR. LISTER:  Yeah.

MR. POCH:  -- don't read that into it.  No, I was just saying that -- well, for example, in the residential deep savings you're not going to get the same number of cubic metres per dollar spending anywhere near, in fact, than you do in your other RA programs, correct?

MR. LISTER:  That's very correct, yes.

MR. POCH:  Right.  So there is a balancing of these competing -- or maybe not competing, but differing objectives?

MR. LISTER:  Yes, well, they will result in different net cumulative cubic metre contribution, no doubt, you know.  Is -- I think you seem to be intimating that one is -- that they're different.  They're both noble objectives.  Whether it's small incremental cumulative cubic metres from a residential home or very large cumulative cubic metres from an industrial facility, they are both noble goals worth pursuing.

MR. POCH:  Sure, I didn't want to suggest otherwise.  I'm just getting at the point that you've got two separate targets there because the stakeholders and the Board agreed, want you to pursue both, they felt you needed two separate targets for that to occur, and there's been a weighting there because there was some sense of what would be an appropriate balancing between those two approaches; is that fair?

MR. LISTER:  I think that's fair.

MR. POCH:  All right.  Now look at what happened, which is on page 7 of 8, for 2014.  This is the pre-audit results, the latest, I guess, available at the time of your filing, and do you see that, in fact, overall on resource acquisition you only scored 34 percent of your target, but in residential deep savings your initial results indicate you've hit a 1,296 percent of your targeted participation, and that combined, if it withstands audit, will get you about 135 percent of your combined weighted target, so a good chunk of your shareholder incentive; fair?

MR. LISTER:  Yes, I think some observations that we would make on that particular point, nobody -- we're all very happy with the success we've had with HEC, and as Ms. Oliver-Glasford was pointing for the Board in her opening remarks.  A lot of the historical success or failure, or challenge, I should say, that we have had in different programs actually informed our current application, so one of the things that has informed our current application is the success we've had in that program.

But to your point, the way that the scorecard is designed, yes, that is the net result of a very successful program, in conjunction with a very challenged program, which is, as you point out there, the resource acquisition.

MR. POCH:  Sure.  If I --


MR. OTT:  Mr. Poch, if I might --


MR. POCH:  Sure, go ahead.

MR. OTT:  -- add to Mr. Lister's commentary, if I can take you back two pages in the compendium that we have been provided, page 39 or page 5 of 8 in the original IR response.

These are the 2012 scorecard results for Enbridge Gas Distribution, and at the time there was a third metric on the 2012 resource acquisition scorecard for deep savings in the commercial and industrial sector.

And you will note that it scores at minus 103 percent in this instance, so just wanted to point out that being a weighted and balanced scorecard is inherently a double-edged sword, and sometimes over-achievement happens and under-achievement can similarly pull down the weighting of an otherwise very successful scorecard.

MR. POCH:  Absolutely.  Thank you for that pointing that out.

Just going back to the 2014 scorecard result on page 7 of 8, the impact of this great success on deep savings and less than great -- less great success, let's put it that way, I won't call it less than great -- on resource acquisition, is that there are far fewer cubic metres obtained.

The residential deep savings success isn't going to -- won't come close to making up to the cubic metres that would have been obtained if you'd, for example, gotten 100 percent on your resource acquisition -- on other resource acquisition.

MR. LISTER:  I agree with the statement.  I'd like to qualify the answer, though, by saying -- again coming back to my point -- it is not any less of a noble goal to achieve great participation among residential customers.  Yes, it's a fact of -- it's a mathematical exercise.  A residential home cannot save as much as, say, a large commercial or industrial facility, but the net result is fewer cumulative metres, but I don't think that translates itself into a less successful DSM program or operation.

MR. POCH:  But I think, you know, earlier when we were looking at the scorecard at page 3 of 8, I pointed out the weighting to you that was 92 percent of the weight of your -- comes from resource acquisition, 8 percent from deep savings.

I'm just getting to the point that what's happened here is, despite the emphasis that that weighting suggests was the intention, the reality turned out much, much different.

MR. LISTER:  In this instance it did, and Mr. Ott was taking you to previous scorecards.  Anytime we set in advance a scorecard and targets, some flexibility is required.  The DSM market is a very fluid market.  We don't know from year to year exactly where we will have success, and these things do happen.

In the establishment of the scorecard, at the time the HEC program, or then known as the community energy retrofit, but equivalent to our HEC program, was very new, and it was untested, and nobody, including the company, knew how successful it would be.

So we have to weigh -- to use a term that we often use -- the best available information.  The scorecard was produced using the best available information.

MR. POCH:  Well, I guess the concern is that, as you said, scorecards do incent you in different ways, and here we have an example -- and I'm not suggesting this was necessarily because you followed the incentive.  It may have been market dynamics; I'm sure it was a complex mix of factors, but can you appreciate that intervenors and the Board might not find a deviation to that extent, a satisfactory result, if their intention was to drive their behaviour in a certain way, which is the whole point of a scorecard?


[Witness panel confers]

MR. POCH:  In other words -- I'll let you finish conferring.

[Witness panel confers]

MR. LISTER:  To start the response, I'll just begin by saying that the targets that were set, in addition to the scorecard, were the result, I believe in all cases, 2012, 2013 and 2014, of settlement negotiations.  So all parties were taking, I suppose, some sort of risk, or using what information they had to assess that the targets and the scorecard design were appropriate.

The Board -- to answer your question, I won't presume to know how the Board will look at the extent of overachievement.

I will say that within any scorecard, I think it's long been recognized, and we would urge the Board to continue to recognize the importance of flexibility.

And that is because the DSM market in itself is very fluid from year to year.   There are lots of changes.  There are technologies, there are different capital cycles, a lot of things happen to change the DSM market from year to year.

We think that we've proposed is a balance scorecard.  In the alternative to what you're suggesting, I think it would have been a far worse outcome in this particular case if we had stopped a very successful program because we had reached some limit.  I think that would have drawn more ire than having a hugely successful program, which everyone should be very proud of.

MR. PARIS:  If I could just add as well, Mr. Poch, because you mentioned it, but I think it deserves highlighting, is that this is where the program took us.  You know, regardless of the weighting on the individual categories, we followed and pushed for the achievement of these programs based on what the market conditions were telling us.

MR. POCH:  I guess the concern is you did very well on the residential deep savings, but you didn't do nearly so well compared to your target on the balance of programs.  And the concern is that faced with an incentive and a scorecard that allows you to shift your budget resources between different efforts, if you find yourself having a tough time on the resource acquisition, you may -- you have kind of every incentive to keep chasing the residential deep savings, in this example, as you're partway through the year, because you're doing well and that's how you're going to achieve your shareholder incentive.

That's one risk we face in putting these two either on the same scorecard, or in not somehow limiting the transferability of resources between programs.

And the other side of it is, just as you've explained, any limit is going to be just that. It may conflict with the opportunities that you have.

MR. LISTER:  Right, so I -- again, we come back to trying to establish a balanced scorecard with challenging yet achievable targets with the best information we have.

And you're quite right.  That may produce years in which some markets or programs are more successful than others.

To our opinion, to Enbridge's viewpoint, we should be actively and aggressively pursuing DSM.  So I think the alternative case is more detrimental than what you're proposing, and the alternative is that we end up having to stop successful programs, because we want to move resources into those programs where more incentive might be generated.

MR. POCH:  Right.  Mr. Neme has made a proposal -- first of all, just as background, let's not all forget there is the DSMVA, which can give you a 15 percent possibility on the upside if you've met your targets.

But Mr. Neme has recognized that there is this balancing, and he's suggesting that a reasonable compromise might be to put a hundred -- a limit of the weight that you can have in your results for any one metric of 150 percent of the scorecard metric.

You can't go over by more than 150 percent in terms of your results and have them count down for an individual metric.  So, in other words, allow you up to a 50 percent overage and the ability presumably -- therefore you would move resources around -- you'd have some ability to move resources around to go that far and still be rewarded, but not more than that so we don't get these extreme excursions in your claims.  Can you comment on that as a compromise?

MR. PARIS:  I think what you'd also be missing out on, though, is extreme performance.

Certainly in the case of this, the HEC program, you know, we pointed out there that there was over 1200 percent program performance or achievement in that.  So if you are limiting it at 150 percent, that's a number of participants not going through the program.

MS. OLIVER-GLASFORD:  Just to perhaps -- and I think Mr. Lister raised the point as well of perverse outcomes.  We certainly would not want to limit the success of the program.

And I think it's also important to again take a step back and look at how the framework has been established, and to understand that the full DSMI cap for the company has already been capped at a maximum value.

So, you know, you've kind of got the best of both worlds happening here.  You've got success in the marketplace, a lot of participants.  But again, the company is capped at a certain achievement.

MR. LISTER:  May I just also add to my earlier point that great success rate has informed how we've established targets going forward.

So you will see targets that are exponentially higher than what we have had in the past, because we've learned it's a very successful program.

MR. POCH:  All right.  I don't want anything I've said to take away from the celebration of that success.   Let's move on.

If we go back to the pages that led us here, which was pages 32 and 33 of our materials, on page 33 we've reproduced the part of Mr. Neme's report where he comments on the shareholder incentive approach for the low-income segment.

And he just observes that you used the average cost of savings for the three-year period, 2012 to 2014, to derive your assumptions going forward, but that the 2012 savings were considerably more expensive than either the 2013 or 2014 savings, and he's just -- his question is why would you have included the 2012, since they seem anomalous?

MR. PARIS:  Well, we took the approach of using the three-year average, and an average is going to include some highs, it's going to include some lows.  We felt it was important to include it.

MR. POCH:  All right, it's nothing more than that?  You think that that history might repeat itself?

MR. PARIS:  It's possible, yes.

MR. POCH:  All right.  Let's move on to the market transformation comments that he made on that same page.

First of all, can we agree that a distinguishing feature of market transformation is just that; it transforms the market, after which you need not support it with intensive programs -- and as a bonus, I guess, consumers need not support you with shareholder incentives.

Stopping there, that's what we call market transformation as opposed to resource acquisition?

MR. LISTER:  Yes.  I don't think, in a broad sense, we disagree with that definition.

I'd just highlight that in the framework, the Board made comment about what it views as market transformation and in our evidence -- if you will just bear with me one moment -- we provide a definition which is provided by the American Council for an Energy Efficiency Economy, ACEEE, where they specifically say -- this is on page 49 of our Exhibit B, tab 2, schedule 1.  They say -- just skipping the first sentence, they say:
"Its goal is to change marketplace behaviour, to increase acceptance of energy efficiency technologies and practices, but this can take time.  Savings often grow more slowly in early years, but when savings start to accrue, they are more likely to be persistent without relying on direct intervention like resource acquisition does."

MR. POCH:  I think we're largely in agreement.  There is obviously an element of the timeframe that is highlighted in that excerpt.

MR. LISTER:  Yes.

MR. POCH:  Now, Mr. Neme points out that several of your programs -- well, home health reports and school energy competition are, in effect, educational.  They don't have cubic metres associated with them.  They may be laudable, but we won't be able to demonstrate measurable progress towards market transformation, measurable progress, will we?

MR. LISTER:  No, I think we would not agree with that.  We would call the My Home Health Record program behavioural, not educational.  It will contain elements of education, and that's great, but the intent of the program is to change behaviour.

We've also proposed that those -- that that particular program be measured by cumulative cubic metres, to incent the utility to drive enhanced savings through the program.

MR. OTT:  If I might offer a point of clarification for this conversation, Mr. Poch.  The company did outline in Exhibit B, tab 1, schedule 4 that it was referring to this program as the market transformation and energy management program, and there is an excerpt sort of at the beginning of the section relevant to the market transformation energy management program, or MTEM, as we have abbreviated it, which addresses the reality that these energy management offers certainly contain market transformational elements.  To quote the framework on -- sorry, the Board's DSM filing guidelines, on page 13:
"Market transformation activities should focus on influencing consumer behaviour and attitudes that support reduction in natural-gas consumption."

The Board goes on on page 14 to state that:
"Some programs are a mix of market transformation and resource acquisition and seek both outcomes, fundamental changes in markets, and direct measurable energy savings."

So we have put all of these offers within our MTEM program.  I think what we're hearing is an indication that there is some disagreement about the degree to which each and every one of them is a pure market transformation program.  We simply believe they have market transformation elements and that they fit the definition put to us by the Board.

MR. POCH:  I think what we're getting at here is that there is a distinction between, you know, a pure market transformation program where you're getting the, you know, the building practices of a given building sector to change and, once changed, you can pretty much back away from these more educational programs, which probably are going to need continued support, either a continuing education or be stepped into a more of a resource acquisition framework, and that it might make sense to put these on different -- different scorecards with metrics appropriate for those different techniques.  Any thoughts on that?

MR. LISTER:  Yes, so again, I think we take exception with the terminology that you use that these are educational programs.  We see them as much more than that, driving specific behaviours and practices as per the definition that I just read you from the ACEEE.

I'd go on to suggest that it is our view that nothing needs remain static.  The Board in its filing guidelines, as Mr. Ott pointed out, started to broaden the definition for itself.  We agree with that.  We think that always in DSM we should be looking towards evolution, and we believe that this is an evolutionary aspect.

We believe that behavioural programs belong in market transformation.  We believe that programs -- another way to look at it, or in the alternative, these programs that we have suggested belong in the MTEM are not resource acquisition, they are not about acquiring resources.

They are about changing behaviours, first and foremost.  They are also about establishing a better building stock, in terms of the new construction programs.

And then lastly, I think -- and a very important point that GEC failed to mention was that the framework itself on page 13, if I could just turn that up, specifically talked about creating the right kind of focus for the utility to drive the right sort of outcomes.  And in particular, our concern is that if we move all of those programs that we've proposed for MTEM out of MTEM and into, say, for example, resource acquisition, they will not garner the same attention because, as a result of the mathematical formulation of using the scorecard, things are weighted per their budget levels, so if the MTEM has a very low budget level it will generate a very low incentive level, and it just will not generate the right kind of focus that we think is important to the future of DSM.

MR. POCH:  You are getting to where I was going, in fact, that by leaving, say -- well, describe for me what the School Energy Competition program is, in 25 words or less, if you will.

MR. LISTER:  The School Energy Competition is about engaging students to make behavioural changes that will -- and perhaps educating them, but really to driving behavioural change and giving students a platform to make energy and energy conservation a part of their daily lives.

MR. POCH:  And the concern you just spoke of, having that on the same scorecard with something like, you know, driving a transformative change in the construction industry measured by, you know, how many -- you know, well, by market share, where you can measure your progress and so on, having that on the same scorecard allows you -- gives you the freedom to move your resources between those two to achieve your shareholder incentive, so it's just that same issue that you say if we put it into resource allocation could arise, and hence the suggestion of a separate scorecard for these kinds of educational components.  Do you understand that concern?

MR. LISTER:  I think I understand the concern, and I'll suggest that we strive to be successful in all of our programs, you know, pretty obvious statement, I think.  And where we can be successful and aggressively pursue programs, then we believe we should do that.

The School Energy Competition, since you picked that as an example, is about transforming a market.  It's transforming a segment of society, our students, to bring them greater awareness and behavioural change in terms of energy conservation and energy literacy.

MR. POCH:  That's fine, but you can appreciate that in setting up -- approving scorecards, and you're balancing, as we've spoken of, there is all these different objectives, and that, you know, the kind of more immediate market transformation, hard-measures market transformation, is a different kind of objective, and the Board may want to not lump it in with this kind of educational objective and might want -- might feel there needs to be some constraint on shifting resources between these two different objectives.  You understand that concern?

MR. OTT:  Mr. Poch, something that occurs to us here on the panel is that a way to express -- maybe I won't use the word "concerns", but express the relevant interest or importance of these different offers, is to weight them on the scorecard, and in our view that what is we've done.  I think -- I'm going from memory, but to my recollection there is a fairly significant weighting on the new construction market transformation programs that you've referenced a number of times in this conversation.

Beyond that, you know, I don't want to sound like a broken record.  I do feel inclined to just say sort of Mr. Lister is quite right, in that we strive to be successful in all our programs or offers.

One element of that is we create a risk for ourselves putting all of these metrics together, because they can drag each other down to the degree that we fail to achieve successful results in one area, so it really is a two-sided discussion, where we have a very natural incentive to ensure that we're achieving in each of these areas so that we do not impact the shareholder incentive resulting from other areas.

MR. LISTER:  The bottom line that we've tried to bring before the Board is that -- is a balanced scorecard, and forgive me, but I did find the quote that I was thinking about from the framework at page 13:
"The Board expects the gas utilities will develop and proposed balanced scorecards that appropriately direct the utilities' efforts to achieve significant long-term natural-gas savings, as well as address other key priorities outlined in the DSM framework."

And that's what we believe we have done.

MR. POCH:  Right.  I guess that's my point too.  It is preserving the balance and how well your scorecard preserves the balance is the issues.  Right.  Let's not take the puck up and down the ice again on that one.

Let's move on then to this next -- this is DSM and IRP, integrated resource planning.

We have reproduced, again as a framework for discussion, we have introduced -- I've included Mr. Neme's comments in our compendium, starting at page 43 of the compendium, page 40 of his evidence, 41.

He suggested some improvements that you might want to consider for your approach, and I just wanted to get your feedback on them.  And let me just highlight the ones I really want to talk about.

First, getting a handle on hourly -- hourly peak day load shapes, as opposed to the annual or daily, would be of great value in an IRP context and should be an immediate priority for study.  Any disagreement there?

MS. OLIVER-GLASFORD:  I think that's certainly something that's contemplated within our IRP study scope, yes.

MR. POCH:  And he suggests that a long term, ten-year forecast of infrastructure needs are an important consideration.  Agree with that?

MS. OLIVER-GLASFORD:  I certainly think planning is benefitted by a longer term view.  However, I think again this is a topic which will be best addressed in panel 4.

MR. POCH:  Right you are.  I had a couple of questions on the jurisdiction plan.  That's best for panel 4 as well, is it?

MS. OLIVER-GLASFORD:  Yes.

MR. POCH:  My apologies.  Let's then turn to the market potential study and the issues surrounding that.  And I know that the actual market potential study is Navigant, and that's panel 4, right?

MS. OLIVER-GLASFORD:  Correct.

MR. POCH:  I just want to talk about one aspect of it, which is market share or participation rates.  Could you turn up page 47 of our materials?

Now, in the table there, Mr. Neme provided us with a few examples of participation rate analysis.  He has, for example, calculated how many commercial roofs in your service territory are, on average, being re-roofed annually, how many commercial hot water tanks are getting installed annually, and so on.

And then he's noted what proportion of those annual opportunities you are proposing to capture in your program targets.

First of all, just on a very general level, would you agree that this is kind of valuable information to help determine how effective your programs are at achieving all cost effective conservation, and they are also are a good -- this would be a good barometer of, year over year, the progress you're making on that front?

Let me just add that, of course, you couldn't just use this as the only indicator, but it's an important one.

MR. LISTER:  The first part of your question that I heard was is this an important or relevant sort of analysis.  Did I get that correct, Mr. Poch?

MR. POCH:  Yes.

MR. LISTER:  I think we would agree with that.  Our trouble is, and you will have seen through many of our IR responses, specifically when it comes to commercial technologies, it is very hard to define the market and market penetration.

We can't possibly know how many demand-controlled kitchen ventilation appliances are out there, or where they might be used when it is not a like-for-like kind of replacement.

Having said that, and before you go too far down the path -- and I hate to do this to you, Mr. Poch, but we do have a panel that's going to talk specifically about commercial-industrial programs, and I know that there is someone on that panel who can help you address this chart if you wanted to speak about it at a more granular level.

MR. POCH:  No, I wasn't proposing to get into the details of the chart.  I was really looking at this as a kind -- the value of this as a tool and I think, did I hear you correctly agreeing that it is valuable information?

MR. LISTER:  I think it's valuable information.  We think it's valuable information.  Our challenge is that we don't always have the information that is -- can be used to create this sort of analysis.

MR. POCH:  That's fine.  In fact, we didn't see you provide this information, hence this little effort here to give some examples.

The suggestion that Mr. Neme makes, and it comes to the conclusion he makes, is that in future this is the kind of analysis and information that should be routinely provided, perhaps as part of the TRM mechanism, and I wanted to get your thoughts on if that makes sense to you.

MS. OLIVER-GLASFORD:  So I'll just provide a comment and Ms. Sigurdson may want to add.

But just for reference sake, I think these are the type of things we would actually look in the future to having included in potential studies.

So we undertook what we felt to be a comprehensive potential study, noting that we did not have the budget nor the time in order to do primary research on every particular area.  So that would certainly be something that we would look to build upon in collaboration with the IESO going forward.

MR. POCH:  I think what you are saying is that your current potential study, because it was constrained by time and budget, couldn't get down to this level of detail, you couldn't, because this would have required more research than was deemed feasible at the time.

MS. OLIVER-GLASFORD:  I think it's just a matter of approach.  So again, I think that would be better suited to panel 4.

But what I am saying is that we do find these things valuable, and we think that potential studies are the appropriate venue to such work.

MS. SIGURDSON:  And to add to Ms. Oliver-Glasford's point, in EB-2013-0430 this very suggestion was raised by Board Staff, and it was contemplated a future (sic) TEC -- that's a technical evaluation committee meeting -- at a June 11th meeting.

At that meeting, we did discuss the challenges with such a study.  And so the suggestion of having it incorporated into the TRM was raised, and we subsequently wrote a letter to the Board to say we did not think it was appropriate at that time.

While we think there is valuable information in that type of a study, that is something that needs to be contemplated separately.

MR. POCH:  Understanding -- it strikes me that understanding what your market share is, what your participation rate is, how much opportunity in the market you are actually achieving -- it strikes me that this would be fundamental information, both for designing programs and for setting targets, and for evaluating how effective your programs are being and improving programs.  Would you agree with that?

MS. SIGURDSON:  It's useful -- it's useful input and in our discussions, we did talk about that being one aspect.  It is something that evolves and changes depending on the type of programs, the longevity of those programs in the market.

We do feel that that should be something -- the question that I'm trying to respond to is should it be included in the technical reference manual.  So we do see this as a valuable piece of information that needs to be contemplated separately.

MR. POCH:  I wanted to --


MS. SIGURDSON:  Sorry, just one more point.  Mr. Lister did talk about the program panels, so I think that when you talk to panels 2 or 3, they would be able to provide you with information around what type of market share information we were able to gather for certain jurisdictions.

MR. POCH:  Fine.  Would you agree that for purposes of evaluation, understanding what the market is out there is kind of basic information?

MS. OLIVER-GLASFORD:  Yes, and you know one of my panelists may want to jump in as well.

But I would say certainly we feel that we do understand our market.  We've had twenty years of experience.  We've got people who have been working in the marketplace for not just years, but decades already.

So we may not have specific particulars on four or five measures, but we certainly have very good context for what the market opportunities are.

MR. POCH:  Unless I'm mistaken, we asked for market shares for your various measures and market size, and the response was that that went -- information wasn't available, so you simply, as I think you said earlier today, given the time, you didn't pursue that as part of your market potential study.  And I guess we're driving at here, it seems to us a fundamental gap that needs to get filled, and I'm not hearing you agree, I guess.

MS. OLIVER-GLASFORD:  Sorry, and just to finish my thought, I think -- I just want to make one distinction in how I responded, is that we've got a general understanding.  Have we done formalized studies to provide a specific number?  No, not in all cases, in all instances, but certainly in a general sense we have an idea.

MR. POCH:  And you understand that there's -- you may well have a general idea, but for those of us who are trying to judge whether your targets are reasonably aggressive or not, whether your progress is satisfactory, whether you're attaining all cost effective -- what progress you are making towards attaining all cost effective conservation, all issues that this Board has to wrestle with in deciding that your targets are reasonable and your budget is reasonable.  Without some presentation of numbers we're kind of in the dark.

MR. LISTER:  Well, I would -- I think, yes, generally we agree with your proposition that having market penetration or potential is a good thing.  Ms. Oliver-Glasford suggested one appropriate way to do that is through a potential study.  You are quite right.  The discussion you've had in terms of timing, but what did we bring to bear?  And Ms. Oliver-Glasford in her opening remarks talked about what we did.  We consulted, we talked to customers, we talked to stakeholders; we have experience.  We know generally where our large prescriptive, for example, or our small prescriptive programs, what we've been able to achieve in the past, and what we've proposed is that we would do much more in the future.


How exactly we will get there is a risk that we are taking.  We don't know that we'll be able to get so many units of demand-controlled kitchen ventilation out there because we don't know what the restaurant market is going to look like for the next few years.  We just simply don't know or have that information available.  Efforts may be undertaken to try and gather that data, I'm sure at great expense and great time.  There's nothing from precluding the Board wishing to go down that path.  But I think we do agree that having that kind of information can be very useful.

MR. POCH:  My conversation with Union earlier in this hearing, they said they didn't have a difficulty with providing market size in the TRM exercise, just market size, not potential, achievable, what-have-you.

And Mr. Neme cobbled together some market size numbers here, you know, as just one little component of the work he did.  I guess I'm having trouble understanding why you think this is -- that element, at least, is so difficult.

Just tell us:  How many demand-controlled kitchen ventilators are getting sold -- were sold last year?  Period.  Full stop.

MS. OLIVER-GLASFORD:  Well, I mean, I don't -- in general terms, I don't think it's an issue to try and understand the size of the market, but I think all of these things are guesstimates.  We can't get all of the information from manufacturers or retailers.  Retailers are notoriously confidential with their sales and what's going in and out of their doors.

So we don't have perfect information, so we could certainly put something down.  It would be at a point in time.  It would have plus or minus 20 percent, perhaps, type of accuracy, maybe not even that, so I think generally we can agree to it, and I take your point that these sorts of things are important, but I would also make the observation that one of the things that the balanced or weighted scorecard has shown us in the past is that we haven't been cut off at some end point, so what you're actually seeing is what we can achieve.  We had every incentive to go above 150 percent on a given metric, and had some head room to do so.

So when you're seeing that we've achieved a certain amount in a given year, it's not because we've been holding back or we've been trying to, you know, do anything that would be other than full pedal to the metal, so to speak.

MR. POCH:  Okay, you understand that one of our concerns here is that this Board is setting a budget for you and will be setting a budget going forward, and we're interested in having information at hand to understand what the -- what's out there, and how well you're doing both within your budget and to consider alternative budgets.

So first of all, let me just break that down a little.  You'd agree that your capability to achieve more than you're doing right now is -- probably the biggest constraining factor is you've been given a budget and you're trying to work within that budget; fair?

MS. OLIVER-GLASFORD:  I think it is certainly one of the constraining elements.  I wouldn't say it is the only one.  Certainly, that's why we did seek to undertake a potential study as well, to give a sense of what was achievable in the market.

MR. POCH:  And isn't this one of the very first steps you take both in support of a potential study but also in informing discussion with your stakeholders about where your programs are and aren't addressing the markets?

MR. LISTER:  Yes, again, I come back to -- your question is really around -- started around --


MR. POCH:  Sorry, your mic went out.

MR. LISTER:  I'm sorry, your question started around, you know, how we can assure the Board that some thoughtful analysis has gone into our proposed targets, and you seem to be suggesting without very granular data we can't accomplish that.  But again, we come back to what we think we've proposed, which is very reasonable; that is, our historical accomplishments is one very critical piece to that, our market experience is a very critical piece to that.  A market potential study which we conducted is also a very critical part to that.

Was that responsive to your question?  I'm not sure that I understood, but --


MR. POCH:  I wasn't restricting my questions about this need for market share information to the question of setting your targets, although obviously it would inform that.  I hope you haven't interpreted in that narrow sense.  I think I've -- I hope I've made clear to you -- and please, if you need to comment further, go ahead.  This is valuable information for evaluation, this is valuable information for program planning, program refinement, for understanding what parts of the market you are addressing at, what parts of the market you aren't addressing --


MS. OLIVER-GLASFORD:  Mr. Poch, I think, you know, certainly we are agreeing with that premise, and just one last piece for consideration is that when we look at primary research -- and we haven't talked about this yet, but to kind of gain that extra percent or two of certainty, those costs are very large.  Primary research is a very costly proposition, so we don't disagree that this is important information, but it's one of those things that you just need to make sure we all weigh the benefits of increased precision to cost.

MR. POCH:  Okay, well, fair enough, but in the world where we're moving into where you're spending the better part of $100 million a year, you know, you'd agree that it's even more important to have good information.

MS. OLIVER-GLASFORD:  It is important, yes.

MR. POCH:  Thank you.  Those are my questions.  Thank you, panel.

MS. LONG:  Thank you, Mr. Poch.

Mr. Quinn, are you ready to proceed?

MR. QUINN:  Yes, I am.  Thank you, Madam Chair.  I just need adjustment here.

Cross-Examination by Mr. Quinn:


MR. QUINN:  Good morning, panel.  My name is Dwayne Quinn.  I'm here on behalf of the Federation of Rental-housing Providers of Ontario.

First off I'd like to thank Enbridge for its presentation of the overview this morning.  I think that was helpful to give us context, and I was struck by the fact that of course you had the benefit of attending as we had some dialogue with Union over the last few days, and I thought it might be helpful, especially given the time constraints that we're all facing, and to be efficient, you are aware that through the course of examining the Union Gas panel that they undertook to review the Synapse recommendations and to give their assessment on the recommendations they agree with and maybe don't agree with.  You are aware of that?  Ms. Glasford, I see you nodding.


MS. OLIVER-GLASFORD:  Yes, I was made aware of that, yes.

MR. QUINN:  Okay.  Thank you, in your slide 19, I believe it was, you said that Enbridge was amenable to some recommendations that Synapse made in its report.

Would Enbridge agree to undertake to do a comparable undertaking as Union has accepted, in reviewing the Synapse recommendations and giving a quick synopsis of what you agree with, and what you don't agree with and why?

MR. LISTER:  Certainly I think we would be amenable to accepting an undertaking of that nature.

Also, just for clarity purposes, while Ms. Oliver-Glasford was not incorrect at all in her opening remarks, there are some elements of the Synapse report that may be useful for the Board.

But on balance or in total, there are also many of the outcomes of the Synapse report that we simply disagree with, that we think are wrong or captured the wrong sort of information.

So I just wanted to provide that clarity and context.  But we'd be happy to take the undertaking.

MR. MILLAR:  That will be J5.3.
UNDERTAKING NO. J5.3:  ENBRIDGE to do a comparable undertaking as Union has accepted, to review the Synapse recommendations and givE a quick synopsis of what you agree with and what you don't agree with and why

MR. QUINN:  Thank you, Mr. Lister.  I think that would give you your opportunity to specify where there is some difference in your opinion from Synapse's, and I think that will be helpful to the Board.

MR. LISTER:  We will do so.

MR. QUINN:  Thank you.  Moving forward and again, I also appreciated the collaboration that Enbridge demonstrated in coming up with some stakeholdering which FRPO was a part of.

And so in interest of the limited time that I asked for, I want to speak with collaboration and innovation.  And while I don't think anything really turns on it, the main interrogatory that I asked to be turned up is Exhibit IT.3.EGDI.Staff.9.  That will be reference point later on in the questions that I ask.  Thank you.

Now, first off just to clarify, collaboration and innovation seem to be linked fairly significantly in your evidence -- I just want to make sure the panel's prepared.  Thanks, Ms. Glasford -- and so I want to separate and distinguish them for the moment.

As I hear collaboration, predominantly I think of collaboration with the LDCs on CDM, DSM-type initiatives. Is that correct, or am I narrowing the collaboration too much?

MS. OLIVER-GLASFORD:  I think you're -- you've got it pretty much correct.  I would also say that we do collaborate and have, you know, regular dialogue with Union Gas as well.

MR. QUINN:  Okay, thank you.  That's good clarification.

Then I want to distinguish the second element of that, which is innovation.  And I guess I want to confirm that -- my understanding is that innovation is not necessarily limited to those collaboration efforts either with the LDCs or potentially with Union.

MS. OLIVER-GLASFORD:  It's a very good distinction, Mr. Quinn.  I would say that we see the need to ensure that Ontario does have the opportunities afforded to it to maintain its position as a leading jurisdiction and to be responsive to new ideas, approaches that come to bear in this province, whether they be via electric LDCs and discussions with those entities, with the IESO, or via other means where we're driving it and seek to get partners from us, versus have someone else lead.  I don't know if I'm being clear.

MR. QUINN:  I think an example might help here, Ms. Glasford, staying on that topic.  So if a new natural gas technology came into the market that was not a result of your collaboration was Union nor with LDCs, and you wanted to pilot that technology in terms of your DSM program, would the cost for that pilot go into the innovation fund, or would they be precluded because it's not a result of collaboration?

MS. OLIVER-GLASFORD:  We see and would hope that would be included as part of the collaboration and innovation fund, yes.

MR. QUINN:  That's the distinction I'm trying to make, is innovation is not tied to collaboration.  It could be separate and distinct, as in the example I provided you?


MS. OLIVER-GLASFORD:  Correct, correct.

MR. QUINN:  Okay, thank you.  So you'd agree with me then that that fund captures a very wide range of potential enhancements and improvements to your DSM program in the six-year period?

MS. OLIVER-GLASFORD:  I think we have outlined in the IRs, VECC 29, I believe --


MR. QUINN:  There is some information there.  I'm not sure I need a specific example.  I'm just looking for -- I gave an example of technology, the technology could be from company XYZ.  You can't reasonably foresee that two years down the road, this technology is going to come to bear.

MS. OLIVER-GLASFORD:  That's correct.

MR. QUINN:  But you would include it in your innovation fund, nonetheless?

MS. OLIVER-GLASFORD:  Yes, I think there are different ways in which new technologies can and will appear through   our portfolio.  In the most part, they will likely show up through our regular programming, our custom projects or initiatives.


Where we've got things that are untested, Enbridge has long been involved in helping to move codes and standards even when we didn't get an incentive directly for it, or bring new technologies into the market, commercialize them, et cetera.

So we would -- those opportunities are not -- they're certainly not all the time.  But they would be here and there where there would be the opportunity to become involved in, for example, Energy Technology Innovation Canada, where they're looking to commercialize, you know, higher efficient natural gas technologies, for example.

We'd want the ability to be able to participate in those and determine whether they are a good fit for the portfolio moving forward.

We also thought that might be an appropriate place to do any research or investigation on financing or on-bill financing, and take some of those --


MR. LISTER:  Just to add a little bit to that, Mr. Quinn -- where you might be going with this, I don't want to read too much into it --


MR. QUINN:  I can help with you that, Mr. Lister, her answer was sufficient.

MR. LISTER:  Perfect, thank you.

MR. QUINN:  Thank you, I've now distinguished collaboration from innovation and I understand -- I think we have a better definition of that.

In reeling this back to the collaboration, specifically with the LDCs in their CDM programs, will Enbridge be tracking and reporting upon the savings that will be forecast to be generated once those pilot projects are in place, and you have what you believe to be a sustainable initiative?

MS. OLIVER-GLASFORD:  Yes, they will.  And they will be part of our audit process as well, so that they can be reviewed in a transparent way.

MR. QUINN:  So they will be reported separately from your resource acquisition program?

MS. OLOVER-GLASFORD:  No, I don't see them being reported separately from our resource acquisition.  We would hope that they would go towards our metrics that we‘ve got in our scorecards.

MR. LISTER:  What I was going to suggest -- what I was going to suggest just a moment ago is we can't perfectly predict what the new technologies are going to be, how fast they'll be adopted by the market, what the savings potential will be, et cetera.

We've always been big proponents and supporters of new technology, so part of the nature of having a six-year plan, which is what the Board has determined -- the direction the Board has determined they'd like to go is that we create more uncertainty over a longer horizon about which technologies will, quote-unquote, win and which will be adopted.

Were the timeframe shorter, there might be more or better ways to take that into consideration.  But over the course of a six-year plan, we'll react to new technologies as they arise, and most likely they'd be done in a custom setting anyway.

MR. QUINN:  Okay, thank you.  Back to the question I guess I'm trying to understand, because I heard initially yes, but then it would be reported as resource acquisition.

Under your collaboration innovation fund, will you be reporting on the initiatives that you have undertaken and the projected benefits, whether it be savings or otherwise, back to this Board?

MS. OLIVER-GLASFORD:  Yes, so maybe I misunderstood your question before.

Yes, we are tracking and understanding what the benefits are, and those will go towards our scorecard metrics.

This is in similar fashion to what's happening on the electric side of the fence in Ontario, and provides the gas utilities with the same flexibility and opportunity, so that there is no barriers for collaboration in the marketplace.

MR. QUINN:  Don't get me wrong.  We've long been a supporter -- FRPO has long been a supporter of that collaboration, and it's inherent in the program that we're running for low-income.  So we encourage that.  We're looking for a level of reporting.

So if we can turn to the interrogatory response for the moment, this was an interrogatory response which provides, on page 2 of 2, a table that goes through some budget items and, right down at the bottom, is our collaboration and innovation fund, the estimated cost being a million as of June 2nd, approximately 5 months into the year, you spend 20,000, and the comments on the right-hand side read that the spending could go up to as much as 250,000.

I hesitate to ask for an undertaking, but given the gap between your -- the spending out of June 2nd and the estimated cost, and the lack of clarity that I've been able to find in the record as to what types of projects are being undertaken and what reporting is being done, can you provide an update on the spending -- and I'm talking about a one-paragraph summary as to what is being undertaken and what the benefits would be, so we have a sense of what reporting would be contemplated -- could be contemplated moving forward on an annualized basis?

MS. OLIVER-GLASFORD:  So are you -- I don't have any issue, I'm just trying to get clarity, Mr. Quinn, so are you looking at understanding the reporting, where it will be reported and how we'll go about doing that?  Is that what you're looking for, or what we've spent to date today, or both?

MR. QUINN:  I was looking for both.  The number of spending is probably less important, but I guess I can tell you the end goal, and then maybe you can help me get there.

A million dollars is a significant investment, and I understand that there may be considerable merit to that investment, and yet from the evidence we have so far on the record to this point, how does Enbridge intend to assure this Board and the ratepayers who are investing in these programs that these investments are in the public interest and are resulting in sustainable benefits for Ontario?

MS. OLIVER-GLASFORD:  Yeah, and I think I understand where you're driving at.  There were two different IRs that addressed what criteria we would use to determine whether they were appropriate, and so -- and I can tell by the way you're nodding that you have seen those, so I know that that's not what you're driving to.  I'm just trying to give a complete picture.

MR. QUINN:  What I'd prefer, just in terms of time investment, if you would be able to undertake to present a succinct sample report of what you would report on, what would be available, even to the point of saying, And this is underway but this is what we would intend to report upon I think it would be helpful, and it would assure at least my client and hopefully the Board that we have ongoing reporting which is going to help us to track that million-dollar annual investment and ensuring that it's well-invested.

[Witness panel confers]

MS. OLIVER-GLASFORD:  Yes, we will take the undertaking.  SEC 3 is the IR that I was referring to where we do say that it is part of the draft evaluation report and subject to audit, but, yes, we will undertake.

MR. QUINN:  That was helpful.  I did see SEC 3 in the VECC interrogatories were you laid out the criteria.  So we have those on the record?  That's helpful -- sample of what this would look like I think would be very informative.

MR. MILLAR:  The undertaking is J5.4.
UNDERTAKING NO. J5.4:  ENBRIDGE PROVIDE A ONE-PARAGRAPH SUMMARY AS TO WHAT IS BEING UNDERTAKEN AND WHAT THE BENEFITS WOULD BE AND WHAT WOULD BE CONTEMPLATED MOVING FORWARD ON AN ANNUALIZED BASIS, TO PRESENT A SUCCINCT SAMPLE REPORT OF WHAT WOULD BE REPORTED ON AND WHAT WOULD BE AVAILABLE, AND WHAT THE BENEFITS WOULD BE.

MS. LONG:  Mr. Quinn, are you also asking the company to provide what they see the benefit being to the program?  You've talked about reporting, you've talked about amounts spent, but is there a third prong to that undertaking which deals with the benefit, what the company sees as being the benefit?

MR. QUINN:  Thank you for the clarity.  Yes, I would anticipate that that would be part of -- in terms of understanding the value of the investment, what does the company see as the inherent benefits with that investment.

MS. OLIVER-GLASFORD:  I have no issue with putting it on paper.  I think we have done so in our plan, to outline that it really is to respond fully to the request and requirement of the gas utilities to be collaborative with the LDCs, because that space is changing and we're trying to make sure that we're taking every opportunity that comes our way to do so.

MR. QUINN:  Okay.  Some specificity in that reporting, I think, would -- I know it would be helpful to us and hopefully give the Board comfort in what it would expect to see moving forward.

MS. LONG:  Perhaps you can consider that when answering the undertaking, and if there's anything that you want to add with respect to the specific programs, that would be useful, okay?

MS. OLIVER-GLASFORD:  Will do.

MS. LONG:  Thank you.

MR. QUINN:  And the last question I guess I have -- and you alluded to it in your answers about the benefits of metres cubed savings -- this is a different word, but they would contribute to your resource acquisition target; is that correct?  Do I have that understanding correct?

MS. OLIVER-GLASFORD:  Yes, that is our intention.  Yes, that is our intention.

MR. QUINN:  Okay.  Thank you, so this morning you talked about -- and you showed the nice little scale, and I thought that was a nice visual representation, but your target adjustment factor, and then you differentiated what would be components of the target adjustment factor.

Would initiatives undertaken either through collaboration or renovation affect your target adjustment factor moving forward?

[Witness panel confers]

MR. LISTER:  I guess there are two aspects to our answer.  The short answer or direct answer to your question is, no, they would not be a component of the target adjustment factor.  Again, I go back to the deployment of new technologies, not overnight.  We think it is very reasonable to say at the midterm review, should technologies have changed so much that they would require a different view of targets, let's say, then that would be open for discussion or open for the Board to view or opine on, so -- but we haven't specifically made it part of the target adjustment factor.

MS. OLIVER-GLASFORD:  And just to add on to Mr. Lister's comments, you know, we still have yet to see what the electric utilities will do.  The pilots that we have looked at participating in are small in nature, they are very defined, so we are not talking the same types of magnitude.  We are talking very incremental, in terms of additional contributions that may hopefully result out of these collaborative pilot projects.

MR. QUINN:  I have your answer, and I just want to make sure I understand it because, looking at the target adjustment factors, these were on page 10 of your slide.  It was the page after the target adjustment factor on page 9, examples that would impact targets included impact evaluation.

I'm -- could you define impact evaluation and how a collaborative effort, let's say, with an LDC where you've come up with a program that is sustainable moving forward would not impact your targets moving forward?  Maybe I've got the wrong definition for impact evaluation.

MS. SIGURDSON:  Mr. Quinn, the two examples (sic) that are on this slide, one being net-to-gross studies and the other being impact evaluation, with impact evaluation, that's to capture items, so just through the technical reference manual right now we've got a whole slew of sub-docs that are going through under (sic) review with the TEC.  Those sub-docs, for example, formed the basis of the targets that we've used, so the March 27th filing is the basis.

So changes to any of those impact assumptions have not been factored in, and so our targets, for example, there is -- one of the studies that's going on now is a boiler baseline study, so a change in that study, we've used our best available information right now to inform what the targets should be, but now this is a third-party study that might change what those targets should be.

MR. LISTER:  Said differently, Mr. Quinn, our interpretation of the examples that you are providing for us and the discussion we've been having would fall into the bucket in the slide called "performance", and that would not be subject to TAF, or T-A-F.

MR. QUINN:  And then one final question, because maybe I used a bad example.  If, to the extent that a new technology -- let's use Ms. Sigurdson's example of a boiler study -- it there was a new enhanced way of recapturing efficiencies out of a boiler that would change your impact evaluation and its pilot might have been advanced with the innovation funding, would that not then contribute to your target adjustment factor?

MS. SIGURDSON:  So if you're thinking -- do you want me to go?

[Witness panel confers]

MR. OTT:  Thank you for your patience, Mr. Quinn.

It sounds to us like what you are referring to is there is a new technology or a new approach that the company, you know -- I don't want to say stumbles upon, but finds throughout the course of its multi-year plan and determines that it could optimize its budget to reach targets.  That's not something that we view the target  adjustment factor as relating to.

The target adjustment factor would be not to include that, because it is really to account for the list of assumptions and information that we have today, that we use to build these targets.  To the degree that a technology doesn't exist, it hasn't been built into our considerations.

So the TAF, as we keep calling it, is just to normalize our targets against unforeseen and largely unpredictable changes to input assumptions.

MR. QUINN:  I said last question, but I would ask your indulgence for one final question, Madam Chair, and this will be it.

If the technologies currently on your evaluation, your technical evaluation list of technologies, and an enhancement comes forth that certainly needs a little bit of piloting and increases the efficiency, are you saying that that would somehow be precluded?  Or in that situation, would it fall into the target adjustment factor under impact evaluation?

MS. SIGURDSON:  So, Mr. Quinn, the example I want to use is the boiler baseline.

So if there is an input that fed into the end result of what's actually written to the prescriptive sub docs, that would get counted as the target adjustment factor.

Let me -- I'm not sure if I'm being clear enough here, but what I'm trying to say is that inputs into the input assumptions would also affect the target adjustment factor.

MR. QUINN:  Thank you, that's better clarity.  I'll leave you with this for consideration of your undertaking.

What we're looking for is what is the value that Ontario is going to get out of the investment on an annual basis?  And ideally, it is improvements, it is metres-cubed savings and the inherent benefits for customers.

We're just trying to get clarity in knowing what's in, what's out, and how we will reap the benefits and share them appropriately with Enbridge in terms of reaching its target.

So I can leave that -- Ms. Glasford, if you have a final comment?

MS. OLIVER-GLASFORD:  Thank you for clarifying, Mr. Quinn.  With best efforts, it might be very difficult to project what the benefits will be beyond fostering collaboration, but we will do our best.

MR. QUINN:  Okay, thank you very much, Madam Chair.  I know I went a little over my time, and I just wanted to clarify.

MS. LONG:  That's fine.  We are going to take our lunch break now and, Dr. Quinn -- Dr. Higgin, rather, we'll be back at 1:40 and we'll start with you.
--- Lunch recess taken at 12:37 p.m.
--- On resuming at 1:42 p.m.

MS. LONG:  Dr. Higgin, are you ready to begin?

DR. HIGGIN:  Thank you, Madam Chair, yes, I am.

Before I get to the panel, there's a couple of preliminary matters I'd just like to raise.  One is the compendium that I have prepared for EGD panels 1, 2, and 4 that was filed, and if we could have an exhibit for that, please.

MR. MILLAR:  K5.3.
EXHIBIT NO. K5.3:  Cross-examination COMPENDIUM of ENERGY PROBE FOR ENBRIDGE PANELS 1, 2, AND 4.

DR. HIGGIN:  Thank you.  The other preliminary matter relates to an exhibit that I sent to EGD counsel and other parties which was an update of one of the technical-conference exhibits they provided to me, and I've done an update to include some 2016 data for comparison purposes, so that was filed, and if you'll find that in the compendium as well, on page 4 of the compendium.

So what I'd like to do initially is just to get an exhibit for that, and then we may discuss it further if there's any corrections and so on, but if we could just get an exhibit for that, and then I will proceed.

MS. LONG:  I'm sorry, are you asking for a separate exhibit number for page 4 of your compendium?

DR. HIGGIN:  No, I'm asking for the spreadsheet -- this is a replica of -- so the spreadsheet was sent to counsel, and that is the JT1.36 attachment EP.  That spreadsheet is what I would like an exhibit for.

MS. LONG:  I'm afraid I'm not following you.  Is there a separate spreadsheet that you would like an exhibit for?

DR. HIGGIN:  Yes.

MS. LONG:  Separate and distinct from what is in your compendium?


DR. HIGGIN:  Correct.  This is --


MS. LONG:  And does the panel have a copy of that spreadsheet?  Does the witness panel have a copy of that?

DR. HIGGIN:  I have copies here if you want to, because I was going to deal with it in the hearing, but you have copies here if you wish.

MS. LONG:  So if you want to mark it as an exhibit, then everyone needs copies.

DR. HIGGIN:  Okay, thank you.

MR. MILLAR:  So this will be Exhibit K5.4.
EXHIBIT NO. K5.4:  ENERGY PROBE SPREADSHEET ENTITLED "JT1.36 ATTACHMENT EP UPDATE 2016".

MR. MILLAR:  What is this, Dr. Higgin?  What should we call it?

DR. HIGGIN:  I think the title that is on the compendium is a good one, JT1.36 attachment EP update 2016.

MR. MILLAR:  And just to be clear, Dr. Higgin, this document is not on the record already?

DR. HIGGIN:  No, the original document that was provided, which is JT1.36 attachment, is on the record from the technical conference.  Okay?

MS. LONG:  Okay.  Thank you.
Cross-Examination by Dr. Higgin:

DR. HIGGIN:  Thank you.  So I'd like to start with the panel, and good afternoon, Roger Higgin for Energy Probe.  And I'd like to start by going to the compendium, pick up on page 3 and start there, please.

My first area of enquiry relates to actual 2015, as they say, "Board-directed targets", and also comparing those to 2014 achievement and the three-year average.

So in that sense, we have this interrogatory, which we were referred to, and that is IT2.EGDI.CCC.11.  And this outlines how EGD prepared the 2014 targets based on Board direction, and then at the very bottom paragraph, which is where I'm going to look at, it says:

"In keeping with that direction in section 15.1 of the new framework and those factors, that's how EGD prepared its 2015 targets, by applying these factors again from the 2014 to 2015."

Just to clarify, am I correct in my interpretation of that's how it was done?

MR. OTT:  Good afternoon, Dr. Higgin, perhaps if you don't mind, I can just play that back to make sure that we're all clear.

DR. HIGGIN:  Sure.  I'm looking at the last paragraph, and my understanding is that you applied those targets as set out for 2014, how they were developed, by escalating those to the 2014 scorecards to get to your 2015 targets.

MR. OTT:  As I understand your statement, that's correct, so essentially looking at section 15.1 of the Board's framework, the company was directed to increase their budgets, targets, and shareholder incentive amounts in the same manner as they've done throughout the current framework, with a specific reference in brackets saying 2013 updates, 2014 should now apply as 2014 to 2015.

As we looked back to our scorecards and the way that they escalated from 2013 to '14, we were able to determine escalation percentages for each of those metrics on the scorecards, and those are what you see in CCC.11, of course.

DR. HIGGIN:  Right.  Thank you.  So could we turn up the new exhibit, and that's also in the compendium at page 4.  I know it's rather small, but the main thing, just to clarify with you, and -- is if we look at the 2015 targets, they're listed there, and if we pick on the middle section, which is the 100 percent, then starting at the top we see my main focus is on resource acquisition.  We see 1011.90, correct, for resource acquisition; do you see that number?

MR. OTT:  That is correct.

DR. HIGGIN:  Okay.  And so these targets in this section of this spreadsheet are based on the analysis that you did to escalate the 2014 targets which, if we look to the right under the 2014 scorecard, you'll see what those were.  In 2014, for example, on the resource acquisition you see at 100 percent, 992.06.

MR. OTT:  That's correct.

DR. HIGGIN:  Correct.  Okay.  So my other question is then, if you look at the two yellow bars, whether you have got an update or can provide an update to the 2015 year-to-date numbers, these, as you've highlighted here, were the end of May, so by undertaking, could you give me the latest that you have, whatever that is, either end of July or August, whatever you have for updates?

MR. OTT:  We'd be happy to provide that by way of undertaking.

DR. HIGGIN:  Thank you.

MR. MILLAR:  J5.5.
UNDERTAKING NO. J5.5A:  TO PROVIDE THE LATEST UPDATE TO THE 2015 YEAR-TO-DATE NUMBERS.

DR. HIGGIN:  Thank you.  So I would now go and look at the right-hand side of the spreadsheet, and I've put in there -- this is the new information that's in the spreadsheet -- the 2016 targets, and if there are errors we can, perhaps, deal with those later.  I just want to focus on the resource acquisition targets, and just to position this, these are the mid or 100 percent targets for the program.

So I'd like to start with the three I'm going to talk about, which I've highlighted in red.  However, for now I will only focus on the 894.4 number for the resource acquisition.  And the source of that is listed up at the top.  It's Exhibit B14, and it -- this is actually Table 8; correct?  Am I correct with that?

MR. OTT:  Subject to check, it looks correct.

DR. HIGGIN:  All right, thank you.

So what I'd like to do in a minute is to talk about those targets, that target, those three targets; that is, the nine-nine-two-fourteen, the 1011.9 and, for 2016, 894.4, those three RA targets.

Now just to position RA -- or resource acquisition, so we all understand it -- it is the biggest program and it has close to 90 percent of the CCMs associated with it, and it has about probably 50 percent to 60 percent of the budget.

Am I correct, or do you want to clarify if I'm wrong about those?

MR. OTT:  Subject to check.  That doesn't sound incorrect.

DR. HIGGIN:  All right, thank you.  So in addressing the Minister's directive, most of the CCMs that EGD is seeking come from resource acquisition programs which include these, but also include the low-income, correct, and also include a small amount from your new MH -- MMHR behavioural program; correct?

MR. OTT:  That is all correct.

DR. HIGGIN:  Good.  Now could you just clarify for me -- look it up, if you want, or take it subject to  check -- that the 2020 target that you set out for meeting the Minister's directive is 6,355,000,000 CCM.

Am I correct with that, Mr. Ott?  You'd know all these numbers better than me.

MR. OTT:  Yes, that is correct.

DR. HIGGIN:  Correct.

MR. OTT:  Subject to rounding, I'm not sure.

MR. LISTER:  Just to clarify, Dr. Higgin, that 6355 was the cumulation, accumulation over the 2015 to 2020 period of all the CCM for each year.

DR. HIGGIN:  Correct, it is not the annual amount, it is the cumulative.

MR. LISTER:  Right.

DR. HIGGIN:  And then if we look at RA and position resource acquisition on the same basis, my calculation says that around 50,110,000,000, or just under 90 percent of that target, comes from resource acquisition programs.  Am I correct on that?

MR. OTT:  I was going to pull out my binder to do the math --


DR. HIGGIN:  Please do.

MR. OTT:  If the intent of your question, Dr. Higgin, is to establish orders of magnitude, I don't think we would disagree with the 90 percent.  If there is precision required, we will check the numbers.

DR. HIGGIN:  Okay, that's very helpful.  So that's just by way of background, and I will come to the specific three targets that are in front of us in the spreadsheet on the scorecard.

However, before I go there, I had one little problem arise this morning when you were presenting your overview and your presentation.

I think maybe if someone had given you a heads-up on this -- and that's on page 7.  Can you pull up the table that is on page 7, please?

Okay, my issue is this, that I understand that these are cumulative targets, but they are also for all programs -- which include resource acquisition, low-income and all of the other things -- and I cannot understand where the 774 number comes from related to those targets.  That is 2015 and 2016; I can't understand the number.

Could you explain it, please?

MS. OLIVER-GLASFORD:  Sure, Dr. Higgin, that chart that is on slide 7 is taken directly from our evidence B1.2, table 27, and it essentially shows our 2014 unaudited results escalated by 2 percent.

DR. HIGGIN:  So this is not target; it is actual achievements?

MS. OLIVER-GLASFORD:  It is actual achievements in 2014 --


DR. HIGGIN:  Right.

MS. OLIVER-GLASFORD:  -- just escalated by 2 percent to reflect kind of a rollover.

DR. HIGGIN:  As we talked about just earlier.

MR. LISTER:  Our intent there in the evidence, Dr. Higgin, was to show that -- it really underscores the point that we were making earlier about the level of -- some level of CCM in the RA that we frankly see as unachievable. So we wanted to present a realistic target to the Board.

DR. HIGGIN:  So if we could just deal with 2016 as well, because I'm going to go back to the targets on the spreadsheet to the 894, which comes from your evidence as well.

So can you just explain the difference now between the 894 number and the number you've presented here?

We know the 894 is only for RA, and you should add about 30 CCMs for low-income, and a small amount for the other program, the MMHR, the behavioural program.

MR. OTT:  It sounds like you are essentially most of the way there, Dr. Higgin.  The numbers we have represented in this chart, being a roll-up of all of the CCM or cubic metre -- lifetime cubic metre reductions we wanted to achieve in this plan include all of our different programs so that would not be -- only resource acquisition it does include, the single family low-income, the low-income family metric and the My Home Health record metric.

DR. HIGGIN:  Thank you.  Can we go back to the spreadsheet and just position ourselves opposite that?

So when we look at the spreadsheet and we look at the 2016, what you're telling me here is that the targets that -- the ones that would contribute to this number for 2016 would be the 894, the 28, and the 59, and a little bit for the MMHR, correct?

MR. OTT:  That's correct.

DR. HIGGIN:  Thank you.  That's helpful.  Now, my major concern is going to be with the resource acquisition.

Our proposition is that we're quite concerned about the fact that the 2016 target, 894.4, is lower than -- considerably lower than the middle for 2015, and only slightly above the three-year average for 2012-2014.  That's our concern.

And the reason for that concern is underpinned by the fact that the budget is increasing from 16.64 million in 2015 to 29.6 million in 2016, or about an 80 percent increase.

So first of all, am I -- is my proposition correct and are those numbers, ballpark-wise, appropriate?

[Witness panel confers]

MR. LISTER:  I'm sorry, Dr. Higgin, were you asking us to confirm the number, or were you expressing your concern on the numbers --


DR. HIGGIN:  I did express my concern.  But I did ask you to say whether or not the numbers, and that is that the budget, particularly 1664 going up to 29.6, and these are shown on this spreadsheet, it's an 80 percent increase, whereas the target is only going up by a very small amount.  That's our concern.

MR. LISTER:  Okay, we can accept your numbers, if that's what you're asking us to do.  We can try and explain why that's happening, if that's what you'd like us to do.

DR. HIGGIN:  I was going to go there next and talk about -- ask you to talk to me about those contributing factors.

So to do that, if we could look at the compendium and go to the tab that is there on page 5, specifically paragraph 14, and you had a bit of a discussion, I think, this morning with Mr. Poch, but one of the major changes is going from one bucket -- I'll call it that for RA -- to two buckets, the large and the small.

And what I'd like to understand from you is what has been the impact of that in setting the 2016 target, i.e. the 894.4 CCMs.  What is the relationship?

MR. LISTER:  It might be helpful if we could draw your attention or bring you to a specific interrogatory, and I know its number is GEC 16, and it can be found at tab 2.

Unfortunately, I've got too many binders, so I'm just waiting for it on the screen.

MS. OLIVER-GLASFORD:  So for the full reference it would be I.T2.EGDI.GEC.16.

MR. LISTER:  So in that interrogatory response, if you don't mind scrolling down, there's a table provided where we very explicitly addressed each of the contributors to the RA forecast, and we explained the rationale behind the target-setting, and as well as the rationale behind the budget-setting.

So as a general or an overarching comment, what you can see is that the largest reduction happens to that large-custom component, and the commentary, just to summarize it in there, virtually says that we had a really tough experience in this market over the past few years, and we believe it's unrealistic to stay at those levels, that, in fact, it's more logical to approach the target-setting from what we've actually been able to accomplish, subject to scale.

What I'd also point your attention to, however, is there are a number of components that also drive RA CCM, that have increased, and increased significantly.

So, for example, the large prescriptive, we're expecting -- or we're targeting something that is challenging and yet we think achievable in the order of whatever that is, about 16 million more CCM than what we've been able to achieve.

Could I just get you to scroll to the next page, please?  Further down the table you see this is where we've introduced the new sub-component called small C&I customers, and again you can see for the components of that we are anticipating or targeting higher levels than what we've seen historically.

So your observations are all correct.  We don't dispute them, but what -- I think particular attention needs to be paid as to where the CCM are coming from.  We see particular challenges in the large custom CCM sector, and for all of the other sectors we are anticipating or driving towards larger growth.

The sum of all of those different components yield that number that you were referencing.

DR. HIGGIN:  Right, could you just then address the home-energy program and how that is changing in 2016 relative to prior years and what the impacts of those changes are, both on target and budget?


MR. LISTER:  Certainly we can do that.  There is a panel that will be -- panel 2 will be able to discuss the program at a detailed level if you like, but at a high level we can say that based on, you know -- and part of the conversation we had with Mr. Poch this morning, I made this point that what we've learned over the past several years in experience with the success of this program, we are targeting much higher levels of participation going forward, so you will see in the table in front us a three-year historical of 2,357.  We are gearing up in 2016 with a target of 7,500.

If memory serves, beyond 2016 we are in the order of 10- or 12- or 13,000, so it is an aggressive ramp-up, it is a big ramp-up, and there is a large budget component that accompanies that, and in addition, smaller incremental additional CCM, because, as I was alluding to in the conversation with Mr. Poch this morning, you can't expect a residential customer to save as much as a commercial-industrial customer; they're different.

It is no less important or no less noble a goal to target the residential sector, but the net result will be fewer contributed CCM.

DR. HIGGIN:  Right.  Let's just come back to that then.  In the terms of the target now -- and we're talking about the RA target -- what is the impact of that with respect to the RA target, the -- which you've set at 894.4?

[Witness panel confers]

MR. LISTER:  I'm not sure we have that directly in front of us.  We could --


DR. HIGGIN:  What I'm looking for is looking at the small bucket --


MR. LISTER:  Yeah.

DR. HIGGIN:  -- and basically what is the change year over year and what is the impact of changing the participation rate and so on.

So could you undertake to give me an explanation of that, please --


MR. LISTER:  Absolutely.

DR. HIGGIN:  -- as to that impact.  Have I --


MR. LISTER:  Let me play it back to be sure I've got it right.

DR. HIGGIN:  Right.

MR. LISTER:  So you are looking at the impact of the change in HEC participation from '15 to '16 and what that generates in terms of a value for CCM?

DR. HIGGIN:  Right, or the change in --


MR. LISTER:  Change in --


DR. HIGGIN:  -- changes in -- yes, thank you.

MR. MILLAR:  That's J5.5.
UNDERTAKING NO. J5.5B:  TO LOOK AT THE IMPACT OF THE CHANGE IN HEC PARTICIPATION FROM '15 TO '16 AND WHAT THAT GENERATES IN TERMS OF A VALUE FOR CCM.

DR. HIGGIN:  Thank you.  What I'd like to now pick up is if we can go to the compendium again and look at page 9, please.  Thank you.

Just to position you, this is part of the spreadsheet that was filed today, and it's actually the first tab, and it deals with the dollars per CCM or efficiency of all of the programs.

So what you see in front of you in this -- and the bottom one is what we requested the format -- is that efficiency.

And if you look at the resource acquisition total, and just to keep us positioned, you will see the efficiency in dollars per CCM achieved or forecast, because the forecast is just a forecast going forward, you see that in 2015 we see 21 cents -- sorry, 2.1 cents per CCM, and then in 2016 we see a big increase in that cost per CCM.

First of all, am I correct with those numbers?  Is my interpretation correct?

MR. LISTER:  I believe your interpretation is correct.  There is an increase in the dollars per CCM that we see from '15 to '16, yes.

DR. HIGGIN:  Going along with that, just so we position the significance of that, it is not just an efficiency, it means that there is a much bigger budget for RA which we just discussed from 16.66 in 2015 to 29 million in 2016; correct?

MR. LISTER:  That's correct.

DR. HIGGIN:  Thank you.

So what I'd like to do now is move to one question that I'm going to talk about, which is the claimed-benefits issue, which I'm going to come to that, but I recognized this morning that you asked Mr. Poch, and therefore me, I guess, to ask about that on panel 4, okay?  As Ms. Glasford knows, we've been pursuing this for some while, this issue, and continue to do so.

So what I'd like to do just to position that question is, can you tell us what the bill impact and the increase from 2014 to 2020 is, or projected to be, for typical residential customer?  I believe it was 80 cents, thereabouts, per month in 2014, and it will rise up to $2.21 per month per customer in 2020.

Those are my numbers, so can you comment on those numbers?  Are they correct?

MR. OTT:  Thank you for your question, Dr. Higgin.  We don't have 2014 bill impacts right in front of us.  However, being largely a rollover, understanding that there is the 2015 incremental budget at play here, 2015 wouldn't be a bad proxy for order of magnitude.

DR. HIGGIN:  Okay.

MR. OTT:  So if we look at Exhibit B, tab 2, schedule 4 of our pre-filed evidence, you will see table 2 shows the 2015 system characteristics and bill impacts, and on that table we are representing a typical residential customer's monthly bill impact of 85 cents.  And the other number sounded quite familiar.

In 2020, not adjusting for inflation we, are showing typical monthly bill impacts of $2.21.

DR. HIGGIN:  Thank you.  We'll pick that up again with the other panel.

I'd like to move on you now to my next and last area of questions, and that is the deferral accounts.  I'm just going to find where we go to in the compendium to deal with that.

I think you would pick this up in the compendium on page 14, please?  So I'm just going to focus today on two of the new accounts.  I'm going to focus a bit on the cost efficiency incentive deferral account, DSM CEIDA, and also on the DSM information technology capital spending variance account, DSM ITCSVA.

Soon we'll have longer and longer letters.

So, picking up the cost efficiency, first of all, can we look at this interrogatory that is on page 14, the response.  You cite here as the Board's guidelines as being the driver or enabler for this particular account, correct?

It didn't exist before.  It now comes because of this statement in the guidelines, correct?

MR. LISTER:  That's correct.

DR. HIGGIN:  So this next thing is if you look at paragraph 5 over the page, you also indicate here that even though -- my words -- 2015 is a transitional year, we are still going to establish the account in 2015, correct?

MR. LISTER:  That's correct.

DR. HIGGIN:  Now, like others, we've been trying to understand how the account works and how it will work.

We read Union's undertaking response to Ms. Girvan; that was at JT2.5.  We're not going to go there, but I have some similar concerns and we'll come to that in a minute.

What I would like you to do is let's go back to that spreadsheet of ours, which is JT1.6, updated.  Can we look at the tab 2 with the -- tab 2, please.  It's in the compendium -- there we are.

What I'd like to have you help me with is this proposition.  So, the 2015 RA target as set out here is 111.9, and that's shown on the left here, middle range.

And the budget is 16.64 million for the RA, correct?  Am I right about that?

MR. LISTER:  Subject to check, yes, that sounds correct.

DR. HIGGIN:  Okay, so just confirm one thing -- and this is part of the understanding.  In achieving that target, how does the DSMVA work in terms of the budget?

Would it be that this would be added to the budget, 15 percent or about 4.5 million, and get you up to 19.1 million, if you understand what I'm saying about the DSMVA?

MR. LISTER:  Let me see if I understand what you're saying.  For the current operating year, 2015, were we in a position to avail ourselves of the DSMVA per the rules or conditions that exist around the DSMVA, and it is in the order of magnitude of 15 percent, that would be roughly the 4.5 million that you just referenced.

That would be in addition to the budget that is available to us for the current operating year, yes.

DR. HIGGIN:  Right.  We have to achieve the target in order to produce the DSMVA, correct?

MR. LISTER:  That is a condition of the DSMVA, yes.

DR. HIGGIN:  Right.  That's why I'm trying to understand.

So let's postulate that as to how the account might work, and there's three possible scenarios that I'd like to scenarios that I'd like to put to you.

First is that the RA target for 2015 is achieved and the budget to do this was the 16.6, plus the DSMVA, for a total of 19.1 million, correct?  That's the first postulate.  I'm going to ask for an undertaking so you don't have to --


The next postulate is that the target is achieved, and the budget to do this was lower.  So instead of being 16.6 plus 3.5 from the DSMVA, it was 18.1 million.  So, it was the lower amount to achieve the target.

Of course, the third proposition is that you can't achieve the target, and therefore the account wouldn't work and there wouldn't be any money for 2016.

So, given that scenario, could you tell me exactly how that account would work between 2015 and 2016.  And if you want to, for example, suggest that you would work with a lower target because we know the 2015 target is high, very high, fine; that would be okay.  I'm looking for an illustrative example of how it would work.

So I'm quite happy if you want to change some of the key assumptions, such was the 2015 target was the same as 2014, for example.

MR. LISTER:  Okay, we'll -- we'd be happy to take that undertaking.

DR. HIGGIN:  Thank you.

MR. MILLAR:  That's J5.6.  Dr. Higgin, I hate to ask this, but that was a five-minute recitation of what you'd like done.

Is there a way to put that into 20 to 30 words to assist the court reporting staff in summarising the undertaking?

DR. HIGGIN:  Yes, I have it in writing here, so perhaps what I would do, rather than put more the record, is just give it in writing to the court reporter.

It's in writing, the scenario that I'm looking for, if that's appropriate.

MS. LONG:  Why don't you run it by Mr. O'Leary, and then hand it up to the court reporter at the break.

DR. HIGGIN:  Okay, thank you.
UNDERTAKING NO. J5.6:  ENBRIDGE TO ILLUSTRATE HOW THE DSM CEIDA ACCOUNT WOULD OPERATE IN 2015/2016, USING EP SCENARIOS

Now, my last area of concern is dealing with page 16 of the compendium and that's related to the IT, I call it, the DSM information technology capital spending account.

This particular extract is from IR response 10.29 part (c), and it outlines basically the rationale for how you believe this expenditure should be handled.

As you know, maybe some of us don't totally agree with that.  However, could we now go to page 18 of the -- this is what we asked you some questions on.

In short, basically leaving aside the basic issue, we have a new issue raised here under (d), and I'd like you to speak to that one and that is, under (d), if you look at the response over the page:

"The cost of developing an on-bill financing model integrated with the system has not been included in the estimate cost of the system, as the specific requirements are not known.”

That's reasonable.  So the question then I would like to know is what happens if, for various reasons, on-bill financing is mandated or becomes something that is required in order to achieve your goals, what is going to be that impact?  It is certainly not going to be a small amount, I suspect; it's a large amount.  Have you given any thought to what those impacts might be?

[Witness panel confers]

MR. LISTER:  Dr. Higgin, with sincere apologies, we had originally scheduled to have a witness available to speak to the IT plan, and that witness, in particular, knows about CIS and history of the on-bill.  Our understanding was that our CIS system was on-bill-ready.  I don't think this panel can speak to the IT project itself and its adaptability to our CIS system, so we'd invite you to ask that question of panel 2, I believe that witness will be on.

DR. HIGGIN:  That's 2?

MR. LISTER:  Panel 2.

DR. HIGGIN:  Okay.  That's fine.  I will defer to...

So thank you, panel, those are my questions, Madam Chair.

MS. LONG:  Thank you, Dr. Higgin.

Ms. Alexander, are you prepared to proceed?

MS. ALEXANDER:  I am, Madam Chair.  Cognizant of time, however, I just want to put forward, I understand that we were planning on breaking around 2:45, and then I'm scheduled -- I think my questions are around 30 minutes to 40, as has been placed.  I just put it before you --


MS. LONG:  That's fine, if you are 35 minutes or 40 minutes, we'll go right through.
Cross-Examination by Ms. Alexander:

MS. ALEXANDER:  Hello, panel, I can sort of see you down there, so I will try not to yell my questions in your direction, but hopefully you can hear me fine.

I again want to revisit some more high-level questions, and I understand that many of the topics that I'm covering, there has been some discussion already with other intervenors, so I will do my best efforts to avoid duplication.

The first place that I just would like to briefly revisit is in the presentation that you made this morning in your slide-deck presentation, I believe it's at page 9.  You did make the statement that we have already touched upon that Enbridge is amenable to some of the Synapse recommendations, and you did already give the undertaking this afternoon to Mr. Quinn for FRPO, clarifying that, you know, a short sentence will be provided for yes or no which ones you do agree with and which ones you don't, but as a point of clarification in respect of one recommendation, I just would like to clarify, and in the Synapse report, which is, for the record, at L.OEB.Staff.1, recommendation 6.3, which is at page 818, I believe.

In that recommendation Synapse recommends that the Board reject the TAF, as we're calling it, because the targets should not be adjusted during the course of the plan.  And I have a very good guess on what your response is in regards to this, but just, I'm wondering if this recommendation is one that Enbridge supports?

MS. OLIVER-GLASFORD:  No, we do not support that, and actually, given what we've read from their full report, don't entirely agree that they're buying into that recommendation either.  They seem to indicate that it is a best practice to have apples to apples when determining incentive for a company, so...

MS. ALEXANDER:  So then just for clarity, what is your understanding then of the reason behind that recommendation?

MR. OTT:  To address that specific recommendation, our -- our read of the Synapse report is kind of two-sided.  There's a number of pages that I would say call into question the -- whether or not it is best practice to retroactively apply changes to input assumptions and adjustment factors to performance results.  Ultimately our understanding of the recommendation is it's based on precedent, because the 2012 guidelines called for this kind of treatment, that that should be carried forward.

Our view on that is this issue was never really raised in any significant way before the Board that we're aware of, so we're a little unclear as to how the discussion from Synapse on this topic marries with their ultimate recommendation.

MS. ALEXANDER:  It dawns on me that I feel like this is an important issue for many intervenors, and clearly something that it will be very important for the Board to understand, so maybe what I'll do is in the course of my questions is try to ask questions that can help me better understand Enbridge's position on that recommendation, and hopefully that will be of assistance to the Board.

Perhaps first in that regard I'll backtrack a bit just to discuss the issues of shareholder risk and LRAM.  And on Thursday, October 20th, during the proceedings, in response to the questioning of Mr. DeRose on the relationship between DSM and the shareholder -- this was in the Union panel -- Union noted that from their perspective there is no risk to shareholders in incurring DSM costs if, of course, they are incurred within the budget.

And I'm wondering, is this also Enbridge's position?

MR. OTT:  Can you restate that -- could you please restate the question for me?

MS. ALEXANDER:  Yes, absolutely.  I do believe it's at page 33 or 34 of the transcript, just for the record, if you need to refer.

MS. LONG:  Just to clarify for the record, that's August the 20th.  You said October the 20th.

MS. ALEXANDER:  Yes, thank you.  Yes, August the 20th.  My apologies.

So in cross-examination the panel for Union noted that in incurring DSM cost they did not believe that there was any shareholder risk in incurring those costs; do you agree?  So just to quote, Mr. DeRose says:

"From a shareholder perspective, as long as you work within your budget, the shareholder is not out of pocket for DSM costs, if you work within the budgets that are approved."

And Ms. Lynch responds, "Yes."

MR. OTT:  Thank you.  I think our position would be that from the perspective of the shareholder in a very pure accounting sense that that wouldn't be an unfair statement.  Where we kind of take issue with that characterization of no risk is that the shareholder incentive is inherently designed to drive utility management behaviour, and ultimately all of the panellists that you see before you, and the department that looks after demand-side management, are accountable to senior utility management for their performance, so as an accounting practice it is very hard to disagree with that statement, but I'm not sure that we would agree as utility staff and deliverers of DSM that there is no risk to us when the shareholder incentive is not delivered.

MS. ALEXANDER:  But from a shareholder perspective, you know, the incurring DSM cost doesn't put them in a position where they can lose revenue; is that correct?

MR. LISTER:  I think the statement by Mr. DeRose is not incorrect.  In terms of the DSM budget which is provided by the ratepayer, whichever -- the way it works is that if there's unspent budget that would be returned, but there would be no -- there are no conditions otherwise, whether we spend the budget or not, so we are not at risk, per the way that Mr. DeRose framed the question.

MS. ALEXANDER:  Maybe my further questions will clarify where I'm going with this.  In terms of LRAM, also during that same cross-examination in the questions that were posed to Enbridge, Union stated that their position was that the LRAM, as proposed currently, captures all lost revenue.  And I'm also wondering if that is Enbridge's position.

MR. LISTER:  The LRAM, or the lost revenue adjustment mechanism, is meant to keep the utility whole for revenues that it otherwise degrades as a result of DSM activity.

MS. ALEXANDER:  So within that, is it Enbridge's opinion or position that it currently encompasses all the lost revenues that Enbridge is aware that they could incur?

MR. LISTER:  We'll accept that, subject to the caveat that -- we'll accept that.

MS. ALEXANDER:  All right, thank you.  As you will see, you may be having a bit of deja vu between now and what occurred in our previous questions from last week to Union.  So if you are following along and things seem familiar, there is more of that to come.

In terms of shareholder incentives -- and I acknowledge that this has been discussed, so I'm just going to take it from a very high-level again.  From a policy rationale, what do you see as the purpose of the shareholder incentive?

MS. OLIVER-GLASFORD:  The shareholder incentive drives management focus and attention to achieving successful outcomes for our customers.

MS. ALEXANDER:  And those outcomes would be what?

MS. OLIVER-GLASFORD:  Achieving energy efficiency savings and driving the other goals in the province, such as fostering a culture of conservation and all of the ones that are outlined in the framework.

MS. ALEXANDER:  So then what utility behaviour is the incentive meant to incent?

MR. LISTER:  I don't think Ms. Oliver-Glasford said behaviour.  I think she said incent management's attention and focus on the activities or in the -- you know, the staffing, the training, all of the issues that go along with delivering DSM in the marketplace.

To make it a worthwhile effort and exercise for the utility, there has been historically an incentive associated with the successful achievement of that activity.

MS. ALEXANDER:  I don't mean to imply that behaviour was Ms. Glasford's word.  In fact, I'm using that word, and what I'm hearing you saying is that in fact the behaviour, as I would call it, that you believe is the incentive is meant to incent is good management practices.

MR. LISTER:  Okay.  I think what we're saying is that successful achievements of the targets that the Board sets for us.

MS. ALEXANDER:  So gas savings?

MR. LISTER:  Gas savings, participation, education, awareness and, to Ms. Oliver-Glasford's point, any other key priorities that the Board sets.

MS. ALEXANDER:  All right.  In your evidence, you note that the majority of success in the program will be judged based on lifetime cumulative cubic metres -- CCMs, as we're calling them.  I believe that's in Exhibit B, tab 1, schedule 4, page 14 of 41.

MR. LISTER:  So the incentive is a function of all of the scorecard program areas; RA is one of them.  What we've proposed to the Board, per our discussion with Mr. Poch this morning, is a balanced view of how to achieve the priorities that the Board set for us.

Cumulative cubic metres is one of those measures, specifically for the RA scorecard type, and it is a big one to be sure.  But there are other components of the overall balanced scorecard as well.

Specifically we were talking about market transformation and energy management, or MTEM, and there is also a low-income scorecard.

MS. ALEXANDER:  I apologize; I don't mean to revisit what's already been discussed.

I guess what I'm trying to get at is that we're really trying to pull out -- if ratepayers are contributing $10 million, or approximately $10 million in incentive, what are they getting in return?

And in some regards I hear, throughout your evidence and examination, that gas savings is part of that, but that you're seeking further and increased flexibility in order to accommodate other factors.

MR. LISTER:  I think the Board very clearly and explicitly addressed in the framework their views in terms of when they set the budget guidance, how to go about, from their perspective, establishing the benefits that accrue to participants and non-participants.

And that is precisely how they arrived at -- or our read of the framework at page 17, section 4.2, that is called "Board Conclusions", they say specifically:
"Although non-participating customers will enjoy some of the non-energy benefits that result from the program, including environmental benefits, the Board is certainly concerned with two factors that must be balanced: ensuring that gas utilities have sufficient funding available to pursue all cost effective natural gas savings in their franchise area, and the cost to undertake such efforts are reasonable for those customers who will not participate in a program."

So the Board has very clearly stated in its own framework that it has considered benefits that will accrue to participants and non-participants, in our view.

MS. ALEXANDER:  Okay.  I guess what I'm trying to understand, or what we would like to understand is what happens when -- what happens to the shareholder incentive when these annual gas saving targets particularly are not met?

In cross-examination last Thursday, August 20th, Mr. DeRose presented a scenario to try to -- to try to understand what would happen when those targets aren't met, what would happen to the shareholder incentive.

And so he posed to the Union panel a scenario in which if your target is 100 cubic metres of savings, and based on all of the existing input assumptions at the time, you believe that you're going to hit 100 cubic metres of savings, and you believe that you hit your target, but during the audit the auditor says that, in fact, did you not achieve 100 cubic metres, but in fact you only achieved, for example, 10 cubic metres.

So then in your position, in Enbridge's position, what would happen to the shareholder incentive in that scenario?

MS. OLIVER-GLASFORD:  Thank you for that clarification.  That was very helpful, in terms of what you were looking for.  I think in the original presentation this morning, I tried to identify which factors would be -- would impact target and which would not.  The situation that you're describing, the scenario which you're describing, would fall into the camp of "does not impact target”.

So the target would not be changed based on the outcome of our performance or our verification study outcomes.

MS. ALEXANDER:  So then, from what I'm understanding, you're saying that the target would remain at 100?

MS. OLIVER-GLASFORD:  The target would remain at 100 in your example, yes.

Just to add, and perhaps this is the point of differentiation, and perhaps why we're a bit confused when we got off, is that our solution to setting appropriate targets was really premised on the framework's use of best available information.  So trying to deal with that reality, that guidance, recognizing that that's how LRAM is addressed, and so your questions around LRAM are starting to come together for me, I mean, really that's how we would also deal with our targets, so the way that we would deal with LRAM in terms of capturing the actual savings would be the same as how we would deal with our results at the end of the year.

The only difference in our case is that we're adjusting the target likewise so that we're not out of step with those adjustments that have been made that are outside of the utility's control, for example, not performance-based or not verification of actual results.  Was that helpful --


MS. LONG:  I'm sorry, can I just interject here for a moment?  Ms. Alexander, you asked about shareholder incentive, and I think you answered the question based on target, so are you -- do you want to reframe your question or -- I just want the record to be very --


MS. ALEXANDER:  My apologies.

MS. LONG:  -- clear whether we're talking about targets here or shareholder incentive.

MR. LISTER:  As I understood the question, it was, if we achieve 10 on a target of 100, what happens to our incentive?  And the answer would be, we would get whatever incentive was associated with achievement of 10.  Presumably in your example, that would be a very low incentive.

MS. ALEXANDER:  All right, so the target would maintain at 100?

MR. LISTER:  But the target remain at 100, and our performance would be at 10, per your example.

MS. ALEXANDER:  The incentive would be set at 10, and what would happen then to the target for the following year?

MR. LISTER:  In your example -- I'll just extend your example and assume it was also 100 in the second year -- it would remain at 100.

MS. ALEXANDER:  Does that provide the clarity for the record that the Board was seeking?

MS. LONG:  Yes.  Thank you.

MS. ALEXANDER:  In that scenario, where the target stays -- or the target stays at 100, is there any loss to the shareholder?

MR. LISTER:  Sorry, a loss to the shareholder?

MS. ALEXANDER:  Yes.

MR. LISTER:  No, DSM has always been structured to be a ratepayer-funded activity and with a shareholder incentive for maximizing results.

So in that case, presumably not much budget was used, or -- I'm just, you know, filling out your example, but to achieve only 10 percent, presumably we would not have spent all the budget.  That budget would be returned to ratepayers, or the unspent budget would be returned to ratepayers, and there would be, again, the incentive that's associated with that, presumably very small.

MS. ALEXANDER:  So in that instance there is no risk then?

MR. LISTER:  Again, we get troubled around the idea that there's no risk.  From a financial perspective, yes, you're right, there is not the same risk-reward, as there might be, say, for an investment or a cost-of-capital analysis or something like that.  I suppose there is a lost opportunity, there is an opportunity cost for the shareholder, for sure.  The shareholder -- I want to say, in sort of financial guidance, if we're talking about Bay Street kind of financial guidance -- anticipate and want those earnings, so we'll dedicate its resources to accomplishing it, so there is a missed opportunity for sure.

MS. ALEXANDER:  But for the ratepayer?

MR. LISTER:  The ratepayer would get the benefits of the 10 that were provided.  Those particular ratepayers would get that benefit for sure.  And, you know, as per the TRC societal benefits, it would be associated with 10, and again, for the ratepayer there would be a real missed opportunity that not more TCM (sic) or whatever the case might be were generated for the benefit of more ratepayers and for  -- greater benefits for society altogether.

MS. ALEXANDER:  Okay, but just in terms of clarity, it seems that in -- if I can summarize what we understand so far -- there's no risk for the shareholder, and if the ratepayer has, you know, provided $10 million to programs that in fact only, you know, accomplish 10 percent of their intended accomplishment, then there's a loss to the ratepayer?

MR. LISTER:  Well, no, I'm not quite following your example, because in the latest statement you just made, you threw $10 million in.  I'm not sure what that refers to.  The example was ten units of output or target on -- against -- sorry, ten units of output against a target of 100.  If you're stating that that cost the ratepayer $10 million, I didn't hear that in the example, but okay.

The ratepayers, yes, funded that $10 million, but again, their benefit, as with all DSM programming, is a benefit for those particular ratepayers that participate and a societal benefit for the non-participants.

And again, just to bring it back to my original response in this line, the Board very clearly appreciated and opined on the very notion that there would be participants and non-participants, and that's in fact how they established their budget guidance.

MS. ALEXANDER:  Sorry, just to bring it back to incentives again, are there any incentives that protect the company from poor performance that you know of?

MS. OLIVER-GLASFORD:  Well, the framework has been structured to encourage conservation and presumably believes that it is an appropriate activity for the utility to undertake and valuable for Ontario.  So it does generate a number of benefits beyond kind of one specific project, as you outlined.  It provides value around energy, other energies, electricity, water savings, where you have TRC savings.

Also, in specific response to your question, are there any downsides, the framework has been structured so that if the utility does not achieve 75 percent of its total targets, it receives zero shareholder incentive, so there is a fair bit of downside risk for us as a utility, in terms of achievement.

MR. PARIS:  Further to that, only 40 percent of the incentive is available up to performance of 100 percent, so the majority of it is incentive for us to go beyond the 100 percent.

MS. ALEXANDER:  Yes, I understand that, but is there any incentive that keeps the company perhaps from continuing to deliver a program that is not demonstrating the gas savings that are anticipated?

MS. OLIVER-GLASFORD:  Our plan, and I believe the framework as well, naturally encourages us to drive to optimize our programs and our results.

If we make the choice to continue a program which is not yielding savings, that will be determined through verification, through audit processes, and ultimately it will be the company that will bear the responsibility of not achieving the incentive, and so therefore, it would not be in our best interest to continue along a path such as that.

MS. ALEXANDER:  How do you identify that?  So sort of between the commencement of a program or the commencement of a year and the midterm review, how do you -- are there steps in your process that allow to you identify when a program is not achieving the gas-savings results that you anticipate?

[Witness panel confers]

MR. LISTER:  Well, certainly -- I think this is responsive to your question -- you let me know if it's not -- there are many things that happen within any given DSM year.

You saw Ms. Oliver-Glasford's opening remarks.  She had a -- one of the slides indicated that it's a very fluid process cycle that we go through, so there are steps along the way where we're informed if programs are not performing up to snuff, so to speak.  We'll know that by our own contact with business partners and customers and channel partners and with regular interaction with the market.

We stakeholder very often, we speak to our intervenor friends, we speak to the Board, we speak to customers.  There is an audit cycle.  So there are many steps along the way to identify either programs that aren't working properly, that are not designed properly, whatever the case might be.  There's very regular and very fluid feedback channels.

MS. ALEXANDER:  And so in the instance -- say in the instance of a material change in input assumptions, is there something that then would catch that change and allow for action, allow for a change in the program, or is there not?

MR. LISTER:  Well, there are -- I'd invite any of my panel members to jump in where they can.

There are regular -- often there are studies that are accomplished to look at various aspects that form the body of input assumptions, things such as Ms. Sigurdson was talking about, the boiler base case earlier, a free ridership study, or any number of other studies that happen with regular occurrence could influence input assumptions.

MR. OTT:  If I might jump in for a moment?  And you can correct me if I'm wrong in this.

It sounded, prior to this particular question, as though we were discussing performance and whether a program was performing up to what we would have expected, or what we had hoped.

It sounds now that we're talking about input assumptions, and I might just suggest that they're very different conversations.  When we talk about input assumptions it is certainly the better part of a thousand, maybe it's more than a thousand separate input assumptions that are going into our annual calculation of savings.

So we certainly keep a very close on our performance and how programs are going, and whether we're getting the results that we want.  But if the question is do we have our finger on the pulse of a thousand different technical assumptions, we do our best but we're not omnipotent and cannot predict all of those, you know, a year ahead of time.

MS. ALEXANDER:  Yes, and that's absolutely understandable.  I suppose even just -- it seems to me that there are at least two major factors that can contribute to the gas savings not being achieved and, you know, one could be poor performance; another could be an incorrect or a poorly-based input assumption.

And you know, even going back to the example that -- the scenario that we had proposed to Union and we then put to you today, you know, in that instance where you are pursuing the target of 100 CCMs, is there anything before, you know, the auditor's -- like the evaluation period in the auditor's report that finally tells you that, in fact, you've only hit 10 CCMs?

Is there anything between that gap that is going to help you identify that either there is a poor input assumption, or that there's poor performance factors?

[Witness panel confers]

MR. OTT:  Perhaps we can -- I don't want to take too much of your time, but we can expand this a little bit.

The earlier example was specific to verification, so the most apt example I can think of is our custom project savings verification, which we do each year.

I think what you're getting at are the step changes, major changes or major studies such as a net to gross study which, you know, certainly in our view and Synapse's view are very difficult to predict.  I think Synapse characterized free ridership calculations in two pages as inherently uncertain, inherently difficult, and more of an art than a science.

So it kind of feels like these are questions about the target adjustment factor, and just as a point of clarity, these changes such as net to gross factors, are what we're proposing to apply that to.

I'm sorry if that's not responsive to your question, and perhaps you can restate it, if that's the case.

MS. ALEXANDER:  Are those -- are studies such as that able to address, like the annual -- the annual evaluations, or are they longer term?

MS. OLIVER-GLASFORD:  I'm going to start because we're just trying to make sure that we're addressing your questions as best we can.  So I apologize if again we're not being responsive.

I'm going to start and if Ms. Sigurdson would have anything that she'd like to add here.  I think at the nut of your question, if I'm understanding correctly, is what are you verifying and is that impacting your results?

Is that -- am I characterizing it properly?

MS. ALEXANDER:  Yes, and to a large degree, obviously the input assumptions are something that is worked out with the Board, and it's not necessarily in your control. Performance-based factors may be more in your control.

But we just would like to understand and have you provide some information to assist the Board, on what are you verifying, particularly in that annual period where targets are going to be affected and incentives are going to be affected.


MS. OLIVER-GLASFORD:  What are we verifying?  Okay.

MS. LONG:  Can I just jump in here?  I'd like to understand the question better, too.

So let's take an example of you're planning to do a project in 2016, let's say, a program in 2016 and that won't be audited or verified until, let's say, you go through your formal process in 2017.

So I think the question that you are asking is what are you doing between the initial start of the program in 2016 until such time as you're auditing it?  So what's happening in that process from 2016 to 2017?  What type of monitoring is being done to see whether or not you are on track to hit your target.  Am I --


MS. ALEXANDER:  Absolutely, yes.

MS. LONG:  That's what you're looking for?

MS. OLIVER-GLASFORD:  Great, I think we're there.  I'll start and then I think Ms. Sigurdson will probably like to add in.

Most of our -- much of our results come from custom projects, as you are aware from our breakdowns in various places.  Those custom projects, we do a sampling of those projects and we verify those.  Those are third party verified by engineering groups that determine if they have, in fact, saved what they claim they've saved.

So those changes, those verification of results, if you will, will be applied against our results.  They will not be applied against our targets.  So that's kind of the first piece.

The other piece is that there are a great number of prescriptive measures that have various input assumptions into them, and those are not reviewed necessarily every year, each piece of them.  They are done in groups or in waves, and so as information becomes more dated, it becomes refreshed or, you know, when in the past it's been the technical evaluation committee has set priorities for determining which input assumptions need to be reviewed and updated.

So I don't know if, Ravi or Ms. Sigurdson, you have anything to add.

But there are really kind of two pieces to it and that's why it's been does confusing.  You kind of unfold it when you are looking at those prescriptive type items that have the input assumptions and the savings.

Those ones, on they are changed, they would change targets, because they are done from time to time.  But it is those verification of the custom projects, that are done each year between the end of the year and the audit process, that adjust our results.

So it is a -- I can see the difficulty in explaining it and I can see that -- I'm not sure that I have done it justice still, so I apologize.  I don't know if anybody else would like to --


MS. ALEXANDER:  Maybe I'll just ask one more attempt at a clarifying question, and if there are other intervenors who later need to pick up with it, then they can.

But from what you're saying, everything that you've just described, you are of the position that that happens between, say, the 2016 and 2017 year, it happens in that year?

MS. OLIVER-GLASFORD:  It will happen -- it is an ongoing process.  So there is not a specific two months or three months, if that's what you're asking.  Those studies would happen on an ongoing basis.

MS. ALEXANDER:  And they will feed into the targets that are built or that are created, you know, at the end of that year, presumably?

MS. OLIVER-GLASFORD:  Yes, they will.

MS. ALEXANDER:  Okay.  I think I will leave it at that.  Thank you very much for the combined teamwork effort, and thank you for your answers to my questions.

MS. LONG:  Are you finished, Ms. Alexander?

MS. ALEXANDER:  I am.

MS. LONG:  Okay.  Thank you.

Ms. Vince, are you going to be about half an hour?

MS. VINCE:  I suspect I could be 15 minutes or less.

MS. LONG:  Okay.  Well, why don't you proceed then.
Cross-Examination by Ms. Vince:

MS. VINCE:  Okay, thank you.  Good afternoon to the witness panel.  For your information, my name is Joanna Vince, and I am counsel for the Ontario Sustainable Energy Association.

My questions are primarily going to be focus on sustainable energy technologies.

So my first question is, does Enbridge's DSM plan incorporate any funding for solar, thermal, for water?

MR. LISTER:  Umm...  I think an appropriate way -- I think the short answer is, yes, there is a program or series of programs we have called "Savings by Design", and invite you to ask more questions of the panel 2, but what I can say is in those programs customers -- so the goal of the program is to get builders to build whatever they were going to build 25 percent better than the Ontario Building Code, and they have a series of options that they can pursue in order to achieve that objective.

And really, they can look at anything they like as long as, per the program, they get to 25 percent less than code.  So that could certainly be at the customer's choice a technology that they could pursue.

MS. VINCE:  Okay.  And so that would be the same for, for example, ground-source heat pumps or other sustainable energy technologies that could be incorporated into homes or buildings?

MR. LISTER:  Yes, I believe so.  At the customer's choice they could pursue any of those alternatives.

MS. VINCE:  Okay.  So I want to move on to collaboration.  So the Board's DSM framework identifies key priorities.  One of the key priorities is to introduce collaboration and integration of natural-gas DSM programs and electricity CDM programs.

The collaboration is of interest to OSEA because many sustainable technologies can provide benefits for both gas and electricity conservation.  So we heard this morning about some of the initiatives and some of the work that Enbridge is doing in this collaboration area.

One of the areas of collaboration that you touched on was pilot projects, so my question is:  Do you anticipate that any of these pilot programs or pilot projects would include sustainable energy technologies?

MS. OLIVER-GLASFORD:  Yes, that certainly could be an option moving forward.

MS. VINCE:  Okay.  But there is nothing been proposed at this time on sustainable energy technology?

MS. OLIVER-GLASFORD:  Not that I'm aware of at this particular juncture.

MS. VINCE:  Okay.  In the discussions you've had with LDCs or perhaps IESO, aside from pilot programs, have any sustainable energy technologies programs, opportunities been discussed?

MS. OLIVER-GLASFORD:  There have been some discussions around combined heat and power, behind the meter combined heat and power.

MS. VINCE:  Any other sustainable technologies?

MS. OLIVER-GLASFORD:  None at this particular time that I'm aware of, but I certainly have not been the one to have all the discussions, so if others have had those discussions on panel 2 and 3, that might also be...

MS. VINCE:  Is it possible to get an undertaking with a list of sustainable energy technologies that have been considered in the collaborative discussions?

MR. PARIS:  I think we're providing an undertaking for Mr. Quinn on that, but we can add -- we can highlight that with respect to the summary of all of the collaboration opportunities.

MS. VINCE:  Right, and specifically just sustainable energy.

MR. PARIS:  Yeah.  We can make a note to make sure that we highlight that.

MS. VINCE:  Okay.  That would be wonderful.

With the coordination that you are working on between the DSM programs and the CDM programs, do you anticipate that in the future sustainable energy technologies would play a greater part in these conservation programs?

MS. OLIVER-GLASFORD:  I think it's fair to say where they're -- I think it's fair to say where they make sense from a DSM standpoint, that the, you know, TRC is positive, that customers are interested in them, that certainly I don't see why not.

MS. VINCE:  Okay, and so just circling back to one of my first questions, you were talking about the Savings by Design.  Is there any marketing or outreach to promote sustainable energy technologies within that program, or is it left to the customer?

MR. LISTER:  No, it's -- so that program in particular is one where we bring all interested parties together to the same table, so from architects to mechanical people to the actual builders, ourselves, and it's something we actively discuss in the forum or in the roundtable discussions.  We don't -- certainly we don't leave it to the customer, and if the customer wishes to follow up or to pursue a particular alternative, we're more than happy to provide what information we can.

MS. VINCE:  Okay, and so moving on to a slightly different area, this morning you touched on the integrated resource planning study in the presentation that Enbridge is undertaking, and you mentioned that one area that would be examined is new system design, and it was mentioned that that could include district energy, for example, which we would see as a sustainable energy technology.

At this time do you anticipate that the IRP study would include an assessment of other sustainable energy technologies?

MS. OLIVER-GLASFORD:  At this point, as we've outlined, that there are the three intersections, so we would kind of determine when the study got underway and when we were working to procure that more detail around some of those items, but at this point I would say I'd probably want to push that question to panel 4, and -- but say that it is within scope, as it is one of the intersections.

MS. VINCE:  Okay, thank you, those are all of my questions.

MS. LONG:  Thank you, Ms. Vince.

We're going to take our break until 3:30, and then Mr. Shepherd, we will hear from you, and we're going to sit until 4:30 today, so you can plan your cross accordingly.
--- Recess taken at 3:10 p.m.
--- Upon resuming at 3:33 p.m.


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

MR. SHEPHERD:  Thank you, Madam Chair.  As I advised my friend and I will raise now, I want to raise a preliminary matter.

I'm not asking the Board to actually do anything about this, but the presentation that was delivered this morning was not provided twenty-four hours in advance, as it was supposed to have been.

And when I actually heard the presentation on the internet this morning, it was still not on the Board's website.  That puts the cross-examiners at a disadvantage, because we haven't seen the material while we are preparing our cross.

There's a number of things in here -- I just skimmed it now, and there's a number of things in here that I could have included in my cross, and I have not because I didn't see it.

So I'm just really flagging that for the Board's attention, because I think we all have to follow those rules as much as possible.

MS. LONG:  Mr. O'Leary, would you like to respond to that?

MR. O'LEARY:  Yes, Madam Chair, I would.  Certainly to say I am somewhat surprised by this complaint is an understatement.

It was our belief that it would in fact be invited by the parties to file a copy of the speaking notes that Ms. Oliver-Glasford used for the purposes of her presentation.

There is nothing new in the materials.  It is dependent on the record that is before the Board, so I fail to understand what Mr. Shepherd is referring to.

But at the end of the day, we were invited by the Board, this Panel, to make a presentation and we could have proceeded along the lines of Union Gas, and make the presentation and provide nothing in addition to that.  And that would have been presumably okay.

We thought we were being of assistance to everybody by providing a summary, and we're being criticized for that.

If you look through what we were trying to respond to, that we believe is exactly what we did -- when I say what we responded to, there was an email giving an indication of the areas that we understood the Panel would like to hear, and we tried to address that.

So there is nothing new in it.  This is not a matter of filing evidence from another party or a third party, where we are supposed to give notice so that a questioner or a witness is aware of it; this is simply a summary of different aspects of the evidence as filed.

So I disagree with my friend.  There has been no contravention of the rules.

MR. SHEPHERD:  Well, Madam Chair, I was only flagging it.  I assumed that Mr. O'Leary would say sorry, next time we'll do it.  He hasn't explained why he didn't file it twenty-four hours in advance.

I would point you to page 19, where they provide a new calculation for the cost of carbon which, as far as I know, is not in the evidence anywhere.

So with respect to Mr. O'Leary, look, if something is not on the record, it doesn't matter whether they think it's new.  You're supposed to give it to people twenty-four hours in advance.  We all follow that rule.  I'm surprised that Mr. O'Leary isn't simply saying "Sorry, I'll do it next time."

MR. O'LEARY:  And I'm not saying sorry, because that is on the record.  We were taking the record as to the carbon price that is included in the evidence, and adjusting it to make sure it's a metric tonne and to Canadian dollars in 2018.

MS. LONG:  Okay, I've heard both of you on this.  Thank you.  Mr. Shepherd, to the extent you need to deal with anything you haven't seen in here, hopefully you can take a look at this overnight.  We're going to split your cross for tomorrow, and we'll just move on.

MR. SHEPHERD:  Madam Chair, I am not asking for any rulings or anything.  I'm okay, I'm going to be fine.  I am just -- I feel hobbled.
Cross-Examination by Mr. Shepherd:


I want to start with -- you all know me well, and I know you all well.  I want to start with the same thing I started with with the Union panel 2, and I'm sure you've heard it or have seen the transcript.  This is the issue of leadership and innovation and creativity.

And I know you dealt with that this morning in your presentation.  In fact, front and centre on page 3, I see you say that Enbridge is a recognized leader in DSM in North America.  Why do you say that?

MR. LISTER:  I can't say for certain, but I believe we have one of the oldest DSM programs in the country, and we've had lots of success over a long period of time, twenty years.

MR. SHEPHERD:  I'm one of the oldest people in the room and have had lots of success, and I don't think anybody thinks I'm a leader.

MS. OLIVER-GLASFORD:  I would add to Mr. Lister's comment that we have -- I believe it's in the Concentric report, but also you can see in the various jurisdictional reviews that we're highly cost effective for the CCM that we produce out of our programming in comparison with other  leading jurisdictions, and we have driven forward new programmatic ideas, such as Savings by Design, which is revolutionary in the area, Run It Right, which we have been doing for the last two years and trying to drive forward the performance-based programming and a number of other initiatives.

MR. SHEPHERD:  Okay, so let me just ask about that because -- we'll take Savings by Design, which is very popular program.  My school boards think it's just wonderful.

But you actually took Savings by Design -- it was something that somebody else was doing, right, and you said we're going to see if we can adapt this to Ontario.  Isn't that right?

MS. OLIVER-GLASFORD:  My understanding is that it was designed by Enbridge.  Perhaps there were examples of things elsewhere.  I can't speak to that; panel 2 would be best suited to answer that particular question.

But certainly we learn a lot from other jurisdictions. But my understanding is that was an Enbridge-created program.

MR. SHEPHERD:  Well, the central things thing is Savings by Design is the charrettes, right?

MS. OLIVER-GLASFORD:  That's correct.

MR. SHEPHERD:  And that's something that somebody from another jurisdiction was doing, and you put it in your program, right?

[Witness panel confers]

MR. LISTER:  I'm not sure anybody on the panel was here when Savings by Design was created.  Certainly our witness on panel 2 could answer that question more than thoroughly, I'm sure.

It may be the case that charrettes have been around prior to Savings by Design, but it is a central part of our plan, we've been growing that program and we believe in it.

MR. SHEPHERD:  The detail is not important.  I'm trying to get at the concept, the principle of being leaders.

I take it, Ms. Oliver-Glasford, that what your group aspires to is that you will be seen as leaders as at the -- ahead of the curve; is that right?

MS. OLIVER-GLASFORD:  That is correct, and we took great pains to start to develop our portfolio and put forward a proposal which we felt was best in class.

MR. SHEPHERD:  And would you agree that the Board, in assessing your plan, should have that as one of the sort of prisms through which it looks through your plan?  Is this leading edge?  Is Enbridge ahead of the curve?


MS. OLIVER-GLASFORD:  Yes, I would certainly hope that would be one of the prisms by which they would look at our plan.

MR. SHEPHERD:  Excellent.  If you take a look at page 2 and 3 of our materials, this is an excerpt from the technical conference, and you were being asked, I think by Mr. Brett -- you being you, collectively.  It was actually you, Ravi -- about Run It Right.

And you said that Run It Right is cutting edge and, Ms. Oliver-Glasford, you just said that again.

Tell us about that.  How is it cutting edge?

MS. SIGURDSON:  So when I was talking about cutting edge, I was talking about the methodology by which that program is issued.

So in context for when I was having the discussion with Mr. Brett, it was all around establishing a new methodology for some of the challenges we found.

You know, we're trying to understand and help our customers better with their operational behavioural improvements and, in doing so, we were finding that we were using a methodology that is still yet to be established, and we've taken steps to further that methodology.

We've moved forward to doing surveys and yet we're still moving -- I think one of the excerpts that we talked about is that the auditor for Optimal had said that nobody was using a methodology such as the one we were currently.

And that's what I was referring to in terms of cutting edge.

MR. SHEPHERD:  And methodology that you were using are metering before and after, right?

MS. SIGURDSON:  I think it was in terms of the regression analysis, and the way that it was being applied.

So by my saying cutting edge, that's what I was referring to.

MR. SHEPHERD:  So you weren't just doing raw measurements before and after; you were actually adjusting the measurements before and after to make them essentially equivalent through analytical tools; is that right?  You'd Run It Right?

MS. SIGURDSON:  Yeah, no, I'm trying to understand.  So can you repeat that again?

MR. SHEPHERD:  Probably not, but I'll try.  Instead of just measuring usage before and after, you were measuring usage before and after and then adjusting them to be equivalent using a methodology that it was unique.

MS. SIGURDSON:  That was one of the attempts that we were making.  The reason we were trying to still establish this methodology is it's quite challenging to understand what changes have happened in a building, and how do you quantify which application was responsible for that change.

So that's something we really want to learn from.  This is what I was trying to get at in this discussion with Mr. Brett, because I do find it quite interesting.  We want to make sure that we learn to walk before we run, so that's just to give you some context of what that conversation was about.

MR. SHEPHERD:  And when you do stuff like that, do you share it with other utilities, either Union, for example, or other utilities in other jurisdictions?

MS. OLIVER-GLASFORD:  It's my understanding that a member of Union -- or Enbridge Gas Distribution actually presented this program at an E-source webinar.

MR. SHEPHERD:  Tell us what that is?

MS. OLIVER-GLASFORD:  It is a kind of a company or energy efficiency hub, if you will, aggregator of information, and they hold various conferences or webinars on best practices.

MR. LISTER:  In addition to that, Enbridge is a member of the Canadian Gas Association, where all utilities -- I'm not part of it myself -- regularly talk about programs, as I understand it, and what works and what doesn't.

MR. SHEPHERD:  Do you send your staff to conferences and seminars around North America that are talking about DSM best practices?

MR. LISTER:  We do.

MR. SHEPHERD:  And do your people speak at those about what you're doing?

MS. OLIVER-GLASFORD:  From time to time, yes.

MR. SHEPHERD:  And are you generally perceived at those gatherings as one of the leaders in the field?  Is that a fair statement or not?

MS. OLIVER-GLASFORD:  I would say it's fair, but I might be biased.

MR. SHEPHERD:  All right.  Now, one of the things you're doing which I have not seen before, and you will see references to it on page 4, 5, 6, and 7, is something called energy leaders.

And this program is something that you're doing at the request of a number of customers, who have said, Lookit, we're already doing most of the stuff that you're incenting, and so you can't really help with us things we're doing unless you start focusing on leading-edge stuff.  Is that right?

MR. LISTER:  I think that's a fair assessment, yes, as a result of stakeholdering and conversations with customers, there are those who believe that they're far along the efficiency curve, and perhaps there's more that we can do to work with those customers to either move them further along or educate them or whatever it might be.

MR. SHEPHERD:  So they're saying, We already did our windows, we already have an efficient boiler, we already have an efficient water heater, all this other stuff, pipe wrap, that was ten years ago, and so we still want to do more things, but they're not routine things; right?

MR. LISTER:  Yes, I think that's an accurate description.

MR. SHEPHERD:  All right.  And, now, you say on page 5 of our materials, you will see -- this is in T5 SEC 16 -- you say:
"This is not a standalone offer or program but a marketing initiative."

Tell us what that means.


MR. LISTER:  Well, this particular offering, as you might have seen in the Synapse report, for example, could be conjoined or a part of many different offerings.

For example, in a custom application, a customer may either self-identify or we may nominate a customer to be an energy leader within a custom-type program or offering.

Theoretically also we could have energy leaders within Savings by Design, so it's not restricted to any one application or any one pursuit of efficiency.  We wanted to leave the door open to a spectrum of possibilities.

MR. SHEPHERD:  So this is sort of like -- this is sort of like a sub-component of other programs, in essence, that you're saying in this other program, commercial custom, for example, we don't want to ignore the people at the head of the curve, so we're going to carve that out and we're going to say within that program we're also going to focus on those people.

MR. LISTER:  Absolutely.

MR. SHEPHERD:  Okay, do you have somebody assigned to be responsible for energy leaders?

MR. LISTER:  At this time not in particular.  We'll have to figure that out, I suppose, once we see further Board direction, in terms of budgets and targets, and we'll have to organize and staff ourselves appropriately.

MR. SHEPHERD:  You have a budget for it, right?

MR. LISTER:  We've proposed a budget for it, yes.

MR. SHEPHERD:  Like half a million or something like that.

MR. LISTER:  I believe it's around that number, yes.

MR. SHEPHERD:  And the idea of energy leaders is if you go to -- if a customer says to you, We're doing all the normal stuff, you want your energy -- what are they called, energy solutions consultants; is that it?

MR. LISTER:  That's correct.

MR. SHEPHERD:  You want your energy solutions consultants not to say, Okay, well, nice talking to you, but rather, Okay, well, what are the things on your wish list and why can't you do them?  What is stopping you from doing them?  So, for example, you have something that you really like to do, but it's a 12-year payback and you can't get management to approve it; right?

MR. LISTER:  That's absolutely correct, yes.

MR. SHEPHERD:  So Enbridge can say, well, maybe we can buy that down to a ten-year payback and get it within management's framework; right?

MR. LISTER:  Yes.

MR. SHEPHERD:  Or to be more creative you could say -- your ESCo could say -- this example was given to me by Ottawa District School Board, in fact -- Well, we can't -- we don't have enough money to buy it down to ten years, but we'll give Hydro Ottawa a call and see whether between us we can get it down to ten years.  That's the sort of creative thing you want to do; right?

MR. LISTER:  Absolutely.  Yes.

MR. SHEPHERD:  And similarly, you might have situations where new technologies aren't even in the market -- even in the Ontario market right now, so that you can use your clout with a manufacturer to get them to give favourable pricing to enter the market; right?

MR. LISTER:  That would be an excellent outcome.

MR. SHEPHERD:  Okay, and similarly, you can have recognition of leading projects that help both the suppliers of gear, but also the customers, because they get public profile; right?

MR. LISTER:  Yes.

MR. SHEPHERD:  And these are all things that you can offer if you think creatively about the project, instead of just looking at what are the things they should normally do.

MR. LISTER:  Yes, we have a team of people who like to -- this case, we've tried to propose the -- all the suite of our offerings and programs in exactly that light, creatively.

MR. SHEPHERD:  Okay, but normally it's easier for your energy solutions consultant faced with a normal problem to say to the customer, Well, I know what the normal solution is to this; right?

MR. LISTER:  I think that's fair.

MR. SHEPHERD:  And so by putting more emphasis on leading-edge stuff, you capture a market that otherwise you would probably have underserved; is that fair?  Might have underserved.

MR. LISTER:  Might have underserved, yes.

MR. SHEPHERD:  Okay.  One thing I noted on page 4 of our materials, you'll see this -- we asked, well, will all these projects still be TRC-positive?  And meaning the TRC plus test, and your answer was no.  Can you help us with why that wouldn't be the case?

Why would you -- why would -- if Ottawa District School Board comes to you and says, We want to buy this payback down from 12 years to ten years, and you do the calculation and you say, Oh, no, you know what?  This doesn't pass the TRC test, why would you give them any money?  Why would you give them ratepayer money?

MS. OLIVER-GLASFORD:  The framework is established such that we test for TRC at the portfolio level, so there may be projects which are more or less above or below the line, as it were, on TRC and are still included in the portfolio.

MR. SHEPHERD:  Yeah.  No, I understand what the rule is and what the policy is; I don't understand why you would use ratepayer money if it's not passing the test.  Aren't you supposed to be using ratepayer money wisely?

MR. LISTER:  Yes, I would say that we do use ratepayer money wisely, and to be sure, we don't propose a portfolio or suite of projects that don't meet the TRC test.  I think here in this response, part (b):
"Therefore, Enbridge cannot confirm that all projects will necessarily pass the TRC plus test within this offer."

Is accurate, in that maybe it is a new technology, and maybe we're making assumptions about the savings, and they need to be tested.  And so maybe there's a small threshold, hopefully very close to at least one, where we need to move things forward.

MR. SHEPHERD:  Or maybe it would be useful on an exception basis, not as a normal practice -- maybe it would be useful to have a project that really is a loser from a TRC point of view, because it becomes like a demonstration project; people see that it works.  And in the future, it might be positive when it builds out its market, is that right?

MR. LISTER:  I think that is a fair representation.  Of course, we'd want to be very careful and very particular about, you know, adopting a quote-unquote loser project and necessarily believe enough in the solution, whatever it might be, or the technology.

But there is certainly an advantage to having demonstration projects that can prove themselves.

MR. SHEPHERD:  That's what I was trying to get at, because there's been talk about whether you test each project for metrics like TRC.

And you'd agree, wouldn't you, that you'd only proceed with a project that didn't pass cost effectiveness tests on a project basis on an exception basis.

There would have to be a good reason.  You couldn't make that a practice, is that right?

MS. OLIVER-GLASFORD:  I think that's definitely fair, Mr. Shepherd, and I would add that sometimes it would be tough for us to know the exact outcome when we start speaking with a client about perhaps a project.

So you wouldn't know if would be just above or just below the line as well, so there's a course of events and timing when we get involved with working on the --


MR. SHEPHERD:  Sorry, sorry, why would that be?  Help me with that.

MS. OLIVER-GLASFORD:  Well, when you start working with a customer to identify the offerings -- and I think panel 3 probably would be better to illustrate this.

But certainly you wouldn't know at the outset of looking for opportunities or advancing a project, whether it would be TRC-positive.  You would, with more investigation or analysis, but not necessarily at the outset.  That's --


MR. SHEPHERD:  So something might be marginal and during the course of working with the client, you see that, well, it's marginal-negative, but they've already committed a whole lot of time and effort to this, so it's good for the client relationship to let it move forward, even though it doesn't quite make it.  Is that fair?

MS. OLIVER-GLASFORD:  Correct.

MR. SHEPHERD:  Okay.  I want to talk about -- still on innovation and creativity and leadership, I want to talk about the collaboration and innovation fund.

I know you talked about this earlier.  I apologize, Madam Chair.  I heard the first two hours, but then I was in Hydro Ottawa and I didn't hear the next two hours.  But I've asked my friends to fill me in, and I'll try not to be too duplicative.

The collaboration and innovation fund sounds really very innovative.  But then I looked at -- if you take a look at page 11 of our materials, this is page 27 of the technical conference transcript, where you, Ms. Oliver-Glasford said:
"That fund was really established to enable collaboration."

And when I see all the discussion of this fund in other places, it is really about working with the LDCs, isn't it, mainly?

MS. OLIVER-GLASFORD:  I think the genesis of this fund was certainly -- or the initial starting point was around collaboration.

But certainly it became apparent that innovative ideas can come from many places.  So in discussions that we had as a team, we rounded it out to be collaboration and innovation.  And I believe I clarified that as well for Mr. Quinn earlier today.

MR. SHEPHERD:  I understand that, and I guess what I am trying to figure out is -- you've got what?  A million dollars, is that right?  The fund is a million dollars?

MS. OLIVER-GLASFORD:  That's correct.

MR. SHEPHERD:  You have that million dollars to spend each year, and collaboration and innovation are actually quite different strategies, right?

I mean, they may intersect.  But in terms of how you approach them, you approach them different strategically, right?

MS. OLIVER-GLASFORD:  Yeah, I don't entirely disagree with that characterization.  Certainly there could be things that are both innovative and collaborative, which would be the ideal situation.

But, yes, I think you're right.  There could be things that are done for innovation purposes, and others done for collaborative purposes and don't intersect.

MR. SHEPHERD:  The reason that came to mind is because I was going to ask you the same question as I asked you earlier, which is are you going to assign somebody to have responsibility for this.  And then I thought, well, wait a second; you'd have to assign two people.  You have to have somebody responsible for collaboration and somebody responsible for innovation, don't you?

MS. OLIVER-GLASFORD:  Yes, as we've been delivering our programming and working towards planning, it's become more obvious that a lot of that collaboration activity happens with the various sector leads and with the various offer program managers in determining how, you know, the collaboration might take place, as well as with key people that are on the working groups.

So it's been a bit of an evolution in terms of how we are staffing up, it you will, on collaboration.

Innovation, certainly that may have a different place.  So I think your point is well made that it may not be one person that's looking after both of those aspects.

When I answered that particular question at the technical conference, I think I was thinking more in terms of oversight of that collaboration and innovation fund, making sure somebody has an understanding of all the pieces.

MR. SHEPHERD:  Well, see the reason that -- normally in your organization, in any organization, if you have a budget for something, somebody's got bottom line responsibility for that budget, right?

That million dollars, that's Ravi.  She's in charge of that million dollars, and she's got to make sure at the end of the day you're going to look to her -- not her, but she's the example because she's the closest -- you're going to look to her to say was that spent wisely this year, right?  Are you going to do that with this?

MS. OLIVER-GLASFORD:  I think that's why we'd want to have a point person for oversight, to make sure that they're checking in with anybody who's involved in any of the projects, and coordinating that activity and the outcomes.

MR. SHEPHERD:  Now, this discussion came about at the technical conference in part because we were talking about whether you had a plan for this.  You don't actually, right now as we speak, have a plan for how to spend this million dollars, right?

MS. OLIVER-GLASFORD:  That's correct.

MR. SHEPHERD:  And largely because it's sort of new, and because there's a whole lot of things in flux right now, right?

MS. OLIVER-GLASFORD:  Correct.

MR. SHEPHERD:  And so the question is, well, what about year 2 -- or even what about 2016, but we're not in August, we are in December.  Are you going to have a plan for it then?

MS. OLIVER-GLASFORD:  We certainly hope to.  I think in the SEC -- I think you might have even put it in your compendium here, we did talk about --


MR. SHEPHERD:  You can look at page 9.

MS. OLIVER-GLASFORD:  Page 9, yes.  We would certainly, upon best efforts, try and provide a plan for this funding.  But given how the evolution of these projects are and whatnot, we may not be able to give a full picture.

I think it would be something where we've put a bit of a notional amount aside that, if not spent, would of course go back to ratepayers.  And I think over the course of the next two or three years, we will have much more clarity on what is the magnitude of the pilots that we're seeing in the marketplace, what are the opportunities that we've got to pursue innovative initiatives.

MR. SHEPHERD:  So it's not as clear as you might like how you're going to spend it in the next 12 months.  But as time goes on and you get experience with both the collaboration side and the innovation side, you'll be able to manage it more tightly and spend it with more foresight, if you like?

MS. OLIVER-GLASFORD:  Yes.  That would be the hope, yes.

MR. SHEPHERD:  Now you mentioned -- and you'll see on page 9 of our materials that you consider this collaboration-innovation fund as ring-fenced.  And by ring-fenced you mean you've got to spend it on that.  If you don't, you don't get it to spend it on something else, right?

MS. OLIVER-GLASFORD:  Correct.

MR. SHEPHERD:  That's not actually in your application, the ring-fencing?  I looked for it and I couldn't find it.

MS. OLIVER-GLASFORD:  Okay, I'm not certain, but I'll --


MR. SHEPHERD:  If it is in your application, can you identify where it is?  And if not, can you confirm that we should treat that as an amendment to your approvals, ring-fencing this million dollars a year?

MS. OLIVER-GLASFORD:  Yes, I can undertake to do that.

MR. MILLAR:  That is undertaking J5.7.

UNDERTAKING NO. J5.7:  ENBRIDGE TO IDENTIFY WHERE IN THE APPLICATION RING-FENCING OF THE INNOVATION AND COLLABORATION FUND IS DISCUSSED; IF NOT IN THE APPLICATION, TO CONFIRM THAT THE RING-FENCING IS AN AMENDMENT TO THE APPLICATION

MR. SHEPHERD:  Thank you.  Now, let me just follow up on the collaboration with the LDCs, because both Enbridge and Union are talking about how important it is to collaborate, et cetera, et cetera, and indeed, the Board's policy says, We want you to collaborate.


But my impression of what you've said both in your interrogatory responses and your undertaking responses and at the technical conference is this is really a lot harder than it looks.  Is that fair?

MS. OLIVER-GLASFORD:  Certainly it's had a number of challenges.  I think that we are making some good headway, and there are more concrete examples of discussions and the many types of collaboration that can occur, but certainly it is difficult.  I think over time the hope is that it becomes more streamlined.

MR. SHEPHERD:  Now, you've talked about a couple of reasons why, in the various places in the evidence -- and I'm not going to go to them unless we have to you, but you've talked about a couple of reasons why it's hard to integrate your programs with the LDCs.

The first -- I can think of four.  The first is they're not quite as far along as you are in terms of their plans, and their plans often have -- in many cases haven't been approved; right?  So it is hard for to you have real serious discussions with them when they don't know what they're doing.

MS. OLIVER-GLASFORD:  That's correct.

MR. SHEPHERD:  The second is you have a scorecard approach to incentives, to shareholder incentives, that rewards you not just for CCM, or their equivalent would be kilowatt-hours or kilowatts, but also for a lot of other things that are Board priorities --


MS. OLIVER-GLASFORD:  Correct.

MR. SHEPHERD:  -- such as deep savings, right?

MS. OLIVER-GLASFORD:  (Witness nods head)

MR. SHEPHERD:  And they generally are required to chase kilowatt-hours and kilowatts; right?

MS. OLIVER-GLASFORD:  That's correct.

MR. SHEPHERD:  And they don't really have any option to say, Well, no, we're going to chase deep savings even though we don't get the kilowatt-hours.


MS. OLIVER-GLASFORD:  That's correct.

MR. SHEPHERD:  How do you fix that?  Is that simply a fundamental problem that you can't get over?

MS. OLIVER-GLASFORD:  I think, you know, again, I think it comes back to innovation and open-mindedness as we go forward to discussing how do we create a business case together.  In some of these programs, how do the electric province-wide programs become enabled by gas, and how do we figure out how to best use the dollars in conservation in Ontario together?

MR. SHEPHERD:  I'll give you an example:  Now, yours isn't called home reno rebates; it's called something else, I can't remember.  But -- what's it called?

MR. PARIS:  Home energy conservation.

MR. SHEPHERD:  Home energy conservation.  Okay.  The  -- in that program, right, you're basically not going to get LDC partners because they're not going to get enough kilowatt-hours; right?  They can't possibly give you enough money to justify those kilowatt-hours; right?

MS. OLIVER-GLASFORD:  Actually, we're seeing some interest on the part of a couple of progressive utilities to have a whole-home retrofit --


MR. SHEPHERD:  Okay.

MS. OLIVER-GLASFORD:  -- initiative, so those discussions are still underway, and the -- we are part of the residential working group with the IESO and a number of LDCs, and they are working to finalize that province-wide program, and we are trying to influence that, to be a joint --


MR. SHEPHERD:  But the key there is to influence IESO to make sure that they fund that kind of program, as opposed to influencing individual LDCs to chase it; right?

MS. OLIVER-GLASFORD:  Yes.  It is a bit complicated.  The LDCs, as you know, have been given the jurisdiction to design and deliver programs for their franchise areas, as they know their customers best, and in many cases there is unique needs, so we are kind of going through a two-pronged approach.  One is working through the working groups to inform, shape the province-wide program templates, and the other approach is to work directly with LDCs on pilots and initiatives that then will also shape those province-wide.  So it's a bit complicated, but it is starting to take shape and -- but it does seem that we need a two-pronged approach.

MR. SHEPHERD:  For example, if you do something that is a pure market transformation program, one of them is Home Labelling, for example, right?

MS. OLIVER-GLASFORD:  Correct.

MR. SHEPHERD:  The LDCs have basically told you they are not interested, right?

MS. OLIVER-GLASFORD:  In Home Labelling?  I actually am not sure that I've had that discussion.

MR. SHEPHERD:  I thought I saw --


MR. LISTER:  We provided an IR response where I think we said to date, yeah, you're quite right, they have not indicated much enthusiasm for that.

MR. SHEPHERD:  And that's because there is no kilowatt-hours for them; right?

MR. LISTER:  They have very large targets, so I'm sure they're very focused on how they best could achieve those targets, and Home Labelling might not produce kilowatt-hours for them.

MR. SHEPHERD:  Well, it might, but they wouldn't be able to measure them, so they wouldn't get credit for them; is that right?  I mean, it's about getting credit for them so that they can either --


MR. LISTER:  Yeah, I'm sure they, just like we, are interested in counting savings and getting credit for it, so, yes.

MR. SHEPHERD:  Whatever you're incenting -- whatever you are measuring and incenting is what you'd want people to do.

MR. LISTER:  Yes, what will be the focus, absolutely, yes.

MR. SHEPHERD:  Yes, of course.  And then the last problem that I see in this collaboration area that you've talked about, anyway, is this notion of competition between the LDCs and the gas utilities.

Not competition in the sense that you're competing for the same customers, because of course you can both have the same customer, but rather that they're waiving big dollars, bigger than you can, and you have more experience, and so you're competing, in the sense that you're offering different things to the marketplace; right?

MS. OLIVER-GLASFORD:  I think generally that seems right, yes.

MR. SHEPHERD:  And what does that mean in terms of working with the LDCs?  If they have more dollars, then what does that mean in terms of working with them?  How does that cause a problem?

MS. OLIVER-GLASFORD:  I think it's really where we are dealing with those customers that have a limited pool of capital and are determining the best ways to spend that capital.  We need to make sure that we're providing good value and that we're relevant in that equation.

MR. SHEPHERD:  So if the LDC will give them $1,000 for the efficient air-conditioner, you'll give them $500 for the efficient furnace; they'll take the thousand bucks, in simple terms.  The customer will take -- inclined to take the 1,000 bucks.

MS. OLIVER-GLASFORD:  I think, all things being equal, perhaps, yes, unless there is other objectives that they have.

MR. SHEPHERD:  Do you have a strategy to get over that?  Not just in residential -- I mean, it's not -- this is not just a residential problem, right?  This is everywhere.  What's your strategy?

[Witness panel confers]

MR. LISTER:  I think, to be clear, we are still -- I suppose, to start my response, we are still in the very early days, as Ms. Oliver-Glasford has pointed out, so to date, I don't think we can say there is a particular strategy to get over that hurdle.

I think the first step in maybe a series -- or a number of steps is to have Board approval in this case, so we know what our budgets and targets and expectations are.  That would certainly be the first step.

One of the proposals that we've made, just on the very particular point that you've made in this case, is for higher incentives in a number of areas.  It will effectively allow us to quote-unquote compete with some electric offerings.

A lot of it is formulated as well by the particular interest that the LDCs might have, to your point earlier about how they can most effectively get kilowatt-hours.


So I think there's still a lot of conversation that needs to happen, both with the IESO and with LDCs.  We need the direction in terms of an approval in this case, and in that -- I see that as an evolution that will continue to evolve over the course of the six-year framework.

MR. SHEPHERD:  In your view, is there something this Board can do in this case that will help you with that?  I mean, aside from giving you another $50 million a year.  Let's say they don't do that.  Is there something they can do from a policy -- or a decision point of view that would help you -- it may -- would make it easier for you to collaborate with the LDCs?

MS. OLIVER-GLASFORD:  I actually believe that the framework has been well-structured to allow us to collaborate, in that it doesn't create any undue barriers for us to collaborate, you know, it allows when we're working with those electrics to be able to claim the associated gas savings, where the electrics would claim the associated electrics, so there is no confusion over those benefits and the outputs.

So I think that the path to developing collaborative relationships has been set up quite well.

MR. SHEPHERD:  All right.  So this Board Panel can't do anything to make it easier, that you can think of?  Or would you like to go away and think about that?

[Witness panel confers]

MS. OLIVER-GLASFORD:  I think beyond approving the collaboration and innovation fund, I would probably want to take an undertaking.

MR. SHEPHERD:  Okay.

MR. MILLAR:  So that's J5.8.
UNDERTAKING NO. J5.8:  ENBRIDGE TO ADVISE WHAT POLICY OR DECISION THE BOARD coulD PROVIDE THAT WOULD FACILITATE COLLABORATION WITH LDCS


MS. LONG:  Just while we're at that, Mr. Shepherd, I don't think we marked your compendium.

MR. SHEPHERD:  Oh, that's a --


MR. MILLAR:  Thank you, Madam Chair.  It's K5.35.
EXHIBIT NO. K5.5:  CROSS-EXAMINATION COMPENDIUM of SEC FOR ENBRIDGE PANEL 1


MR. SHEPHERD:  That was going to be a ghost compendium.

All right.  Take a look at page 17 of our now legal compendium.  This is the interrogatory you were referring to, Mr. Lister, about home rating -- the home rating program.

I note here that you say that it's not just the LDCs that don't really want to collaborate, but you've talked to IESO and they haven't wanted to collaborate.

That seems strange to me.  Tell me about that.

MR. LISTER:  Yes, the response we've given here is:
"Without direct and measurable energy savings associated, LDCs/IESO discussions to date have suggested there is currently no interest in pursuing collaboration on this offer."

I think generically, really that should real LDCs discussions to date.  Again, it comes back to the central point where there are not clear measurable savings for the LDCs to have, and they are not as interested in pursuing collaboration -- or they haven't prioritized that as a program to collaborate on.

MR. SHEPHERD:  Have you talked to IESO about this, about Home Labelling?

[Witness panel confers]

MR. LISTER:  I'm not aware specifically.  I have not.

MR. SHEPHERD:  All right.  Are you having discussions with IESO about how you can collaborate with LDCs?  Any discussions?

MS. OLIVER-GLASFORD:  Yes, we have regular discussions with the IESO on collaboration.  I personally sit on their Conservation First implementation committee, and we meet every month to talk about collaboration and other topics.

And there have been a number of discussions, as well.

MR. SHEPHERD:  Why wouldn't you raise Home Labelling? It's a good program.  Why wouldn't you raise it with them?

MR. LISTER:  We very well may have.  But why don't you ask the question again of the sector lead, Ms. Bertuzzi, who will be on panel 2.

I can't answer that any anybody on this panel has. Perhaps there have been other discussions.

MR. SHEPHERD:  I would have thought Fiona would have raised it at the Conservation First meetings.  That's why I asked it here.

MS. OLIVER-GLASFORD:  No, I have not raised that one specific program.  There is a residential working group to get into the specific offers and whatnot.

And I would say generally the other contextual piece is that the IESO has been -- their role, as I understand it, is to be enabling and it's really been over to the electric LDCs to do that design and delivery for their programs.

MR. SHEPHERD:  Okay, I want to turn to another area and that is targets.  And let me start with -- before you get to the materials we've got in here, Union chose to propose a 125 percent upper band.  You've chosen to propose 150 percent upper band.  Why?

MR. LISTER:  The framework -- to us, the framework was clear in directing that the utilities should propose a balanced scorecard.

In fact, I think I read the quotation earlier today, should propose a balanced scorecard that should include a 75 percent and 150 percent boundary.

MR. SHEPHERD:  And so although you -- you would agree with Union that 150 percent upper band is harder to achieve than 125 percent, especially if you only have 15 percent more money, right?

MR. LISTER:  Yes, I think that is intuitive and logical, that going further is more difficult.

MR. SHEPHERD:  But you don't think it's impossible, do you?  You don't think it's impossible to meet your upper band?

MR. LISTER:  It is a difficult question, because it is projecting into the future where DSM markets might be.

On a particular scorecard measure, it's happened in the past.  In fact, we had a discussion earlier today about the HEC programs' success.

It is not always -- it's not always possible, but maybe it's never impossible.  So it can happen, yes.

MR. SHEPHERD:  And your goal -- with the target that you've proposed -- and, I mean, we'll talk about the details of those targets.  But with the targets you've proposed, your goal would still be to meet or exceed the upper band, wouldn't it?

MR. LISTER:  I think that's fair.  Our goal is to achieve the maximum incentive that we can achieve.

MR. SHEPHERD:  And so if your staff, Ms. Oliver-Glasford, were to say to you, no, we'll never meet the CCM target; it's impossible, it's way, way too high, you're not going to say that's okay, are you?

MS. OLIVER-GLASFORD:  No, I certainly would not.

MR. SHEPHERD:  All right.  How do you deal then with the fact that you only have 15 percent more money for a 50 percent more target?  How do you manage differently to achieve the upper band with the discontinuity of funding?

MR. LISTER:  Sorry, just to play your question back, are you referring to the DSMVA?

MR. SHEPHERD:  Well, yeah, the DSMVA is part of it. But it's also -- I mean, you have this 50 percent --


MR. LISTER:  Band, yes.

MR. SHEPHERD:  -- band, yes, and you don't have 50 percent more money to chase that, right?  So how do you manage differently to achieve it anyway?  What do you do?

MS. OLIVER-GLASFORD:  I certainly think it's going to be a challenge, and so we recognize that as a utility based on, you know, our historical and future projections.

But we are going to have to be innovative about how we spend our money.  We are going to have to optimize wherever possible, and collaboration may be one avenue to do that.

So we will be as cost effective as we possibly can moving forward.

MR. LISTER:  Going back to our earlier discussion, we will apply a measure of creativity where we can.  If there are promotions that we can look at, or specific offerings that are going very well, we can put more resources there.  So we use whatever tools we can to optimize in any given year.

MR. SHEPHERD:  How many years has it been since you met our maximum incentive?

MR. LISTER:  I don't know that we've ever met the maximum.

MS. OLIVER-GLASFORD:  Subject to check, we've only met it one time in our history.

MR. SHEPHERD:  In 2011, right?  Or 2010?

MS. OLIVER-GLASFORD:  Yes, I believe it was 2011.

MR. SHEPHERD:  But you've come close.  You've come over the target a number of times, right?

MR. LISTER:  We have had years that were, by all accounts, very successful and we've had some, in our view, disappointing years as well.  Yes, I think that's accurate.

MR. SHEPHERD:  Okay, I want to now talk about the target adjustment factor, and I know you talked about this earlier.  In fact, we've been talking about and it, and I understand it was terribly exciting discussion.

I want to deal with it in a couple of steps.  We're going to come to the mechanics in a minute, but I want to talk about the philosophy of it first, because that's really the more fundamental issue, right?  The mechanics can be worked out; if they're wrong, they can be fixed.

But there is still a philosophical question and as I understand your approach, and Union's as well, it is that the rules on which your performance is measured should be known in advance, right?

MR. OTT:  I think that would be a fair characterization, Mr. Shepherd.  If we can -- strictly speaking about our target adjustment factor, I don't want to speak out of turn about what Union may or may not be proposing.

But the way that we're looking at it is that the target adjustment factor should be complementary to the framework because it will preserve this very careful balance of targets that the Board is presumably seeking to achieve in this proceeding.


And if I can elaborate on that for just the briefest of seconds, there are thousands of pages of evidence in this proceeding, and over the coming hearing days there will be more presented to the Board, and again, without being too presumptuous, they will take all of that information and, bearing in mind protection of the public interest and the setting of just and reasonable rates, hopefully render a decision on targets which makes them both highly challenging so the utility is stretching to achieve them but also achievable so that they are not viewed as unattainable, which would defeat the purpose of an incentive.


So then the decision is made, and we're into next year, and we have a number of studies coming up.  Perhaps the best example is the net-to-gross study, so that study comes into play, and in our mind that could have a material impact on the degree to which targets which have now been set are achievable or challenging, and to the degree that that type of a study does change materially the challenging or achievable issue of these targets, it will not do so with any bearing on the public interest or setting just and reasonable rates or what's challenging and what's achievable; it will do so in a technical and mechanistic fashion, bearing in mind net to gross and net to gross only.

So in our minds, Synapse has raised a number of concerns with using best available information looking backwards in time and changing results based on things that the utility cannot control, but we do want to be responsive to the Board's desire to use best available information, and our proposal with the TAF is to bridge that gap and to simply adjust targets to be what they otherwise would have been if we had that future information today, we would set targets at a certain level, and the TAF just seeks to attain that level.

MR. SHEPHERD:  Now, you talked about materially change, but that's actually not your proposal; right?  Your proposal is any change.  One CCM change as a result of a change in input assumptions, you want that adjustment; right?

MR. OTT:  That is fair.

MR. SHEPHERD:  Okay.  So the paradigm you sound like you're proposing -- and I don't mean this in a negative way -- I disagree with it, but I don't mean it in a negative way -- is like you're going into a test at school and you're told what the marking scheme is.  Then you write the test, and then after the fact somebody says, Oh, no, you know what, we chose a different marking scheme, and you're saying that's not fair; right?

MR. LISTER:  It is a reasonable metaphor.  We are not specifically going for a test per se, but the idea is exactly that, that we are measured on what we know.  I think Synapse actually put it very well in their report.  They said a best -- they actually said a best practice is to hold the utility whole for the input assumptions, and they say:

"The inherent idea of maintaining the planned input assumptions for shareholder incentive purposes is that utilities should not receive reduced incentives for factors outside of their control."

And they call that a best practice.  They go on to undo their own recommendation, I think, by saying they should follow -- we should follow Board precedent, so as Mr. Ott just described, the TAF are -- our proposed TAF would allow the Board to maintain best available information but also capture this philosophy that the incentive not be reduced for factors outside of the utility's control.

MR. SHEPHERD:  Okay.  So now -- so that's the utility -- the issue from a utility's point of view, being fair to the utility.  So I want to ask the other question, and I am going to refer to your presentation at page 7.  This total here is, when you add in maximum incentives and DSMVA and all that sort of stuff, it is something over half-a billion dollars that you want the utility -- you want the ratepayers to give you; right?

Will you accept that subject to check?

MR. LISTER:  Subject to check, yes.

MR. SHEPHERD:  All right.  And for that you're saying we'll deliver 6.4 billion CCM.  And so from the ratepayers' point of view we're saying, Half-a billion dollars?  We're buying 6.4 billion CCM.  But you want to be able to say -- tell me whether this is true -- after the fact, Oh, no, no, no, you know that 6.4 billion CCM?  We're changing it to 5.4 billion, but we still want the half-a billion dollars; isn't that different?

MR. LISTER:  Well, I think that is a bit of an oversimplification, however, directionally, or at least at a high -- in a broad sense, you're not totally inaccurate.

Alternatively, if input assumptions go the other way for the same half billion, perhaps, we could produce more than 6.4 billion CCM.

MR. SHEPHERD:  And how often has that happened?  I asked Union the other day, and they had to admit, no, usually the input assumptions go against the utility when they're adjusted because as they get more precise they become lower; isn't that right?

MR. OTT:  I'm not sure that we would characterize it necessarily as a matter of precision.  I don't think you're making an unfair comment about what has historically happened.  As we look at -- maybe two quick amounts as we do look forward, certainly one of the big things on the horizon is a net-to-gross study, where we currently have a 50 percent free-ridership value on industrial, comparable Ontario electric program.  Subject to check, it's certainly under 10 percent.  So it is not inconceivable that it could go the other way.

The only other point that I thought I could add to Mr. Lister's commentary, right now we're talking about utility performance targets and measurement of results, and that's the context we're in here, but to the degree we talk about, oh, no, it's actually 5.4 billion, especially when we're looking backwards in time, say we're making an adjustment mid-2016 to what was achieved in 2015, if we went out and switched a hundred boilers, those hundred boilers have been switched, and customers are reaping the benefits of that, and I know that the question is:  Well, what did the utility cause there, but when we talk about customer benefits we're still creating those changes in the markets.  Our point is merely that, if we're building targets based on this mountain of assumptions that we have today and have no reasonable capability to foresee changes, especially changes that work backwards in time, we would simply like the meter stick to be the same on the target side as it is on the results side.

MR. SHEPHERD:  Madam Chair, I just have one more question on this point, if that's okay.

You have a point of view on the fairness of the measurement that relates -- is a utility point of view, whether it's fair to you.

I'm asking whether it is legitimate to look at it from the ratepayer's point of view as if it is a deliverable and say you've agreed to a certain deliverable, X CCM, and we gave you a certain amount of money for it, and so it's fair to us as the ratepayers that we get that deliverable and you adjust accordingly to make sure you deliver.  Is that fair?

[Witness panel confers]

MR. LISTER:  I think that is for the most part very in line with the proposal that we're making.  So we've agreed to produce a CCM target, or being held to, as Mr. Ott called it, a meter stick, and we're simply saying that that meter stick for everybody involved, we can't -- it might change over time as a result of things that we can't -- nobody here could reasonably forecast with any degree of precision today, both sides.


So to Mr. Ott's point, you know, if we go out and we accomplish that goal by replacing boilers, we still replace the boilers.  They might end up being measured differently because of new input assumptions, but it doesn't change the fact that we've accomplished what we've set out to do.

MR. SHEPHERD:  Madam Chair, I can probably pick up on this tomorrow morning if that's all right.

MS. LONG:  Okay.  Thank you.  We will adjourn for today and be back at 9:30 tomorrow with Mr. Shepherd continuing his cross-examination.  Thank you.
--- Whereupon the hearing adjourned at 4:32 p.m.
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