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Wednesday, August 26, 2015
--- On commencing at 9:28 a.m.


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

Mr. O'Leary, before we begin, are there any preliminary matters you wish to raise?

MR. O'LEARY:  No, Madam Chair.

MS. LONG:  Okay.  Then Mr. Shepherd, are you prepared to proceed with your cross-examination?

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

MS. LONG:  Thank you.

MR. SHEPHERD:  And for a time check, I have about an hour and a quarter less, and I'm targeting to be less than that if I can.

MS. LONG:  Okay.  Thank you.
ENBRIDGE GAS DISTRIBUTION INC. - PANEL 1, DSM POLICY, PLANNING & EVALUATION, Resumed

Fiona Oliver-Glasford, Previously Affirmed

Michael Lister, Previously Affirmed

Jamie Paris, Previously Affirmed

Ravi Sigurdson, Previously Affirmed

Brandon Ott, Previously Affirmed
Continued Cross-Examination by Mr. Shepherd:

MR. SHEPHERD:  No promises, but I'm trying.

All right.  We were talking about target adjustment factor.  I know it's a subject close to your heart, so let's talk about some of the details of that, and I want to start with what's included and what's not.


In your presentation yesterday on page 10, which is not in our materials but I'm sure you have it around, you said that factors that wouldn't impact targets include verification results.  Do you see that?  And I was not sure I understood that.  If an auditor says you've used the wrong assumption here, we don't agree with your input assumptions, we think something else should -- is the appropriate number for this kind of boiler, then that's a change that would impact your targets; right?

MS. OLIVER-GLASFORD:  Yes, that's correct.

MR. SHEPHERD:  So it's only the -- what's it called -- the realization rate in custom projects that you are talking about when you talk about verification results; right?

MS. OLIVER-GLASFORD:  Yes, that's correct.  And that would be as a result of verifying the savings from the large portion of our savings coming from the custom portfolio.

MR. SHEPHERD:  Yes.  So if -- so that's something that's specific to those projects; it's not a change in assumption, it's a change in calculations for those projects, so conceptually it's different; right?

MS. OLIVER-GLASFORD:  Correct.

MR. SHEPHERD:  Okay.  And similarly, performance is not about changing assumptions; performance is about whether you did a good job or not, and you're not asking for a free pass because you didn't do a good job; right?

MS. OLIVER-GLASFORD:  That's correct.

MR. SHEPHERD:  Okay, so I want to talk about how this works, because I'm not sure I understand the level of retroactivity involved, and I want to see if I can nail it down.

I read the discussion about this yesterday and, frankly, I don't understand, so I'm asking it again.  Let's just use an example.  And I'll try to make it is a simple as possible.  In February 2017 you have a new study result that shows that for a particular type of boiler, we'll call them blue boilers, for blue boilers, which are a very specific DSM technology, you were assuming that each one saved you 10,000 CCM, but the new study says 9,000.

So in 2016 -- remember, that was -- the study comes out in 2017 -- in 2016, you managed to get a hundred of those installed, and so for that 100, you claimed a million CCM; is that -- 10 million CCM.  Never do math when you're cross-examining.

And now this study says that's wrong, that should be 9 million; right?  So -- do you understand the example?

MR. OTT:  Yes, we do.

MR. SHEPHERD:  And this is exactly the sort of thing to which the target adjustment factor is supposed to apply; right?

MR. OTT:  Yes, it is.

MR. SHEPHERD:  Okay.  Perfect.  So you haven't done your audit yet, and once, in the past, what you proposed and what you did, in fact, is in those circumstances you would say we're going to treat the savings as 10 million, even though we know they were actually 9-, because at the time we offered the program, we thought it was 10-.  That's what the old rule used to be years ago; right?

MR. OTT:  Years ago; that's correct.

MR. SHEPHERD:  Okay.  And then that was changed in 2011 so that you couldn't do that anymore, so that you couldn't count savings unless they were real.

MR. OTT:  I'm not sure that we would characterize it in that fashion, but the rule did change.

MR. SHEPHERD:  And the rule changed so that you couldn't count any more than the 9 million which was the best available information; right?

MR. OTT:  I think from our perspective the timing of application of best available information has always been a little bit grey, but notionally, yes.

MR. SHEPHERD:  In this example you count 9 million; right?

MR. OTT:  Yes.

MR. SHEPHERD:  Okay, so now you're proposing a different change; you're saying, well, fine, we'll count the 9 million, but we want to go back and change our target for 2016 to reduce it by a similar amount.  It's not -- you are not reducing it by a million, right?  You are reducing it by the ratio that your actuals has reduced because of the assumption change; right?

MR. OTT:  That's correct.  Our --


MR. SHEPHERD:  So --


MR. OTT:  -- intention is to reduce it.

MR. SHEPHERD:  So if your overall actuals have reduced by 1.2 percent because of this assumption change, then you're saying reduce our target for last year, not for this year but for last year, by 1.2 percent; is that right?

MR. OTT:  That's correct.

MR. SHEPHERD:  And so you're proposing that this applies retroactively.

MR. OTT:  To the degree that changes in results apply retroactively, we are proposing that the change in target should apply in the same fashion in the same time frame.

MR. SHEPHERD:  And if that same study that I hypothesized came out in February 2017 came out in May 2017, and your audit was done, then you would count the 10 million as savings and you wouldn't change the target; right?

MR. OTT:  So our proposal is that, to use a word, the cut-off date for retroactively applying changes to results and targets would be the beginning of the auditor's work, just because they need that sort of set of assumptions in front of them to be in that work.  Notionally that could be a different point in time.  In theory it could be anything up to a clearance of accounts that we did that.  We just think that that's the cleanest spot to do it, because then the auditor can review the way that we applied the TAF to ensure that that was appropriate and in line with what's agreed to in this proceeding.

MR. SHEPHERD:  But from your point of view, it doesn't actually matter, right?  Because as long as the point in time at which you change your actual results and the point of time at which you apply the target adjustment factor is the same, from your point of view you achieve the equivalence that you are looking for; right?

MR. OTT:  Our intention is normalize targets against these changes, whatever point in time that takes place, however far back in time those changes to results take place.  So I think from a process perspective we do have a preference in that we think it is appropriate, and would offer the Board and other parties comfort to know that our independent auditor is reviewing the way in which we apply the target adjustment factor.


So from a process simplicity perspective, that would be our preference.


But you're quite right; in theory, there wouldn't be a difference to us as long as it was apples to apples on what was being changed in results and what was being changed in targets.

MR. SHEPHERD:  All right.  I want to move on to -- I think you've talked enough about the target adjustment factor.  I want to move on to discuss the efficiency carryover, and what I've done to try to simplify this is, you will see at pages 41 through 45 of our materials we have included our discussion with Ms. Lynch of Union about how the efficiency carryover would work.  And am I understanding correctly that you're proposing the same thing?  Right?

MR. LISTER:  I believe that's correct.  I'm not exactly familiar, and I didn't read this transcript of the back and forth with Union, but I think what I can say is we're proposing to apply the DSM -- as we call it, the DSM CEIDA, C-E-I-D-A, as per the framework direction.

MR. SHEPHERD:  By the way, my reference was wrong; my reference should have been 46 through 50 in dealing with efficiency carryover, and the thing I want to ask you about on the efficiency carryover is, like Union, you're not proposing that there be any restrictions on the efficiency carryover; right?  You are applying it on a global basis and you get the money, you can spend it on whatever components of your program you'd like -- or indeed on administrative costs, if you want; right?

MR. LISTER:  By and large, I believe that's correct.  We haven’t applied any restriction, and we didn't see any restriction in the framework guidance, correct.

MR. SHEPHERD:  The framework guidance, though, basically says that that if you come in under budget -- if you achieve the target and come in under budget, that money, you get to carry it over to the next year to chase your targets for the next year, right?

MR. LISTER:  Yes, specifically it says at page 24 of the framework:
"The funds carried forward would be in addition to the approved budget level for the following year, and enable the gas utility to work towards the following year's annual target with the benefit of incremental funds."

MR. SHEPHERD:  Exactly.  And so -- but you're not reading that as saying you have to use it specifically on programs.  You could use it for administration, if you wanted to.

MR. LISTER:  Theoretically, yes.  There is no distinction here in the framework, so we would say yes.

MR. SHEPHERD:  Okay.  Now I want to turn to the next subject, the ability to catch up on your scorecards.

Ms. Sigurdson, you are very familiar with this issue, I'm sure.  This is a question of whether you can go over the upper band on a scorecard and use that to catch yourself up from the fact that you went under the lower band on some other part of your scorecard.

You are familiar with this?

MS. SIGURDSON:  Yes.

MR. SHEPHERD:  And we have included, on pages 41 to 45, the discussion with Union.  It's true, isn't it, that as a result of this particular methodology, which -- you've used this methodology for several years, right?

MS. SIGURDSON:  Yes.

MR. SHEPHERD:  Since you've had scorecards, you've used it, right?

MS. SIGURDSON:  Yes, we have.

MR. SHEPHERD:  And I'm right, am I not, that the result of that is that it's in your interest, if you're not doing well in a particular metric, to stop chasing it and go chase the ones that you are doing well in, because you being still get the maximum incentive without actually chasing the stuff you're doing poorly in, right?

MS. SIGURDSON:  We look it at a little bit more -- differently than that.  I would say it's more -- if we're seeing success in a certain area, we don't want to stop that success; we want to continue with that.  And our scorecards are balanced.

So the idea there is we don't want to, you know, hone in on just one item and let the rest of it go.  But we also, at the same time, want to go with the momentum that we're finding.

MR. SHEPHERD:  But isn't the point of the scorecard that you can't just go after the stuff that's working; you have to -- you have to have multiple goals.  Isn't that the point of the scorecard?

MR. LISTER:  Perhaps I can help here a little bit.  Yes, that is the point, Mr. Shepherd, and we believe that we do that, of course.

We're staffed up and organizationally structured to go after all of the programs.  So it's not as though we can just turn around and switch people's perspectives from, say, commercial or industrial to residential at the drop of a hat, or with the flick of a switch.

I'd also just add that the Board was very deliberate in the framework, in terms of their draft framework was provided in September, and they invited lots of comments from people around scorecard structure.

They very deliberately, in the framework, evaluated all the submissions that were made, and they chose to continue with the scorecard as it's designed.

So we didn't see a need to change the scorecard.  In fact, we were directed to continue with the scorecard as it is, as it has existed.

MR. SHEPHERD:  Well, the Board didn't actually talk about the catch-up on the scorecards, did it, anywhere?

MR. LISTER:  Well, they do mention that the continuation of an incentive is important.  They asked stakeholders to comment on various incentive structures including a scorecard, and they determined in the end, at page 23, that the gas utility should submit a weighted performance scorecard considering the following: allocation of shareholder incentive amounts, allocation of maximum shareholder incentive amounts to various programs, and then allocate an appropriate portion of the maximum shareholder incentive amount to the performance metrics.

So they did very deliberately consider how a scorecard would look, and how it should be set up.

MR. SHEPHERD:  Well, actually, the only thing they appear to have said about -- that applies to catch up is to allocate the total maximum shareholder incentive amount to various programs.

That seems to suggest that you shouldn't be able to catch up, rather than you should.

MR. LISTER:  Well, I think the alternative to not being able to catch up is to capping successful programs.  In the example that you provided, we would essentially be stopping successful programs.

I don't think that's in anybody's interest, and it's certainly not consistent with a culture of conservation and the pursuit of all cost effective DSM.

MR. SHEPHERD:  Your incentive is to reduce your emphasis on things that you're not going to get an incentive on, and increase your emphasis on things where the program is doing well, right?  That's your financial incentive?

MR. OTT:  Mr. Shepherd, I think we talked about this with Mr. Poch a little bit yesterday morning.

I certainly understand your perspective, but it would be our perspective that our incentive is to pursue success in all of these metrics.

And while you have used the term catch up or -- you know, we can pull upwards the total scorecard weight by overachieving in one very successful area, the same is very much true on a bottom end wherein an unsuccessful area, if abandoned, could have a very detrimental impact on an otherwise successful scorecard.

So our natural incentive is to achieve in all of these areas.

MR. SHEPHERD:  Well, that's actually not how the math works, right, Mr. Ott?

The way the math works is that your downside is always to go lower than op your upside, because your upside is infinite and your downside ends at zero.  You can't have a mathematically symmetrical impact, can you?

MR. LISTER:  Well, no, our upside is not infinite; our upside is capped at the shareholder incentive cap.

But again, it leads to the same conclusion, that were we to stop or were we to limit the amount that -- in which we could pursue successful programs, we don't believe that's in the interest of DSM in general in Ontario.

And furthermore, as Mr. Ott and Ms. Sigurdson have already said, it is not in our interest to stop unsuccessful programs.  The discussion we had yesterday was about approaching markets creatively, and we do that very actively.

If something's not working we try to fix it; we try to understand what's not working.  We talk to stakeholders, we talk to customers and business partners, and we actively try to make things work.

A great example is we have been struggling in our large custom offers for good reason, and we list these reasons in our evidence.  We didn't abandon it.  We have staff that are dedicated to that.

But we did see an opportunity to continue with a very successful program, home energy conservation.  So you're right; the incentive is to actively pursue successful programs.


MR. OTT:  Mr. Shepherd, I don't mean to cut you off, but just to respond to your question a moment ago, I actually mathematically in this exact instance, I don't believe it is a correct that it is a one-sided equation.

As we went over with Mr. Poch yesterday, in the 2012 scorecard, one of our metrics was minus 103 percent.

So that does swing both ways, and I think the company would be of the position that to the degree it's one-sided, it is the other way, because our stretch target is 150 and bottom cut-off of the scorecard is 75 percent achievement.

MR. SHEPHERD:  Okay.  Is it correct that if you are not allowed to count more than 150 percent on any metric, that that would increase the incentive for you to work on the stuff that's below target?  Is that correct?

MS. OLIVER-GLASFORD:  Yes, I think mathematically that would hold, Mr. Shepherd.  I think, though, it would create a situation where we spoke of yesterday around the perverse outcomes of trying to guesstimate in the marketplace when you are coming close to that 150 in one program, and stopping and starting programs for customers.

We've heard a lot of things from customers over the last while, and one those is that they appreciate consistency of programming in the marketplace.  So that would certainly go against keeping those programs consistent.

MR. SHEPHERD:  And I guess -- I mean, I'm talking about the math as if it drives everything, but of course math doesn't drive everything; right?  I mean, you have a whole bunch of people that are doing particular activities, and as Mr. Lister said, you can't simply switch them on and switch them off.  The people who are doing the HEC program aren't going to stop because they reached 1,200.

What do you do?  Send them on vacation?

MR. LISTER:  That's certainly true.  The point is very well made.  We can't flick a switch and just turn things off.  With enough time and consideration we can do things, but it's not, as has been suggested, that it's somehow at the flick of a switch.  So it may take many months to slow down a program or speed up a program.

The one thing I would note is that the company has always maintained the position that it's very important to have an element of flexibility within its pursuit of programs, and we think the scorecard, the way it's designed, helps to create that sort of environment for the operation of our DSM programs.

Specifically, again, to take you back to the framework, the Board was also clear on that, as well.  They say at page 3 the DSM framework has the flexibility to allow gas utilities to adapt and change with the market, the stability to ensure programs remain in place so customers can participate, and provides the continuity to manage DSM programs in a changing environment.  And we believe the scorecard, as it's designed, exactly facilitates that commentary.

MR. SHEPHERD:  And that flexibility is really important to you; right?

MR. LISTER:  It is.

MR. SHEPHERD:  And you manage your DSM program using that flexibility to maximum advantage to achieve your targets; right?

MR. LISTER:  Yes, I wouldn't quite put that flavour on it.  I would say --


MR. SHEPHERD:  It's not negative; it's positive.

MR. LISTER:  Okay.  Yeah, I mean, our incentive is to aggressively pursue successful programs, and if there are weak programs, to approach them in creative and new ways that could drive success.  That's always been our incentive.

MR. SHEPHERD:  If something isn't happening the way you expected, if the market isn't responding the way you wanted, if there's a change in the building code that you didn't expect and things like that, then you value that flexibility in being able to adapt; right?

MR. LISTER:  That's correct.

MR. SHEPHERD:  Awesome.  Just before I leave this area, somebody told me that you cut off a program this year, that you said we spent all our money, we can't do it anymore; is that right?

MR. LISTER:  We have -- we ran into, in this current year, as per the structure of the rollover, as a result of that we've run into difficulties, budget difficulties, with respect to the home energy conservation plan -- our program offering, which is our program for home renovations geared towards residential customers; yes.

MR. SHEPHERD:  And you got to 5,200 or something like that and you just said we are not taking any more applications?

MR. LISTER:  So to speak.  We estimated that we were going to virtually quote-unquote run out of budget sometime in the summertime, so we set a time frame of July 31st for which the program participants could know we would not be able to accept any further program participants.

MR. SHEPHERD:  So you have got a whole pile of people who would like to participate who would be happy to make applications right now, as we speak, and you're saying no to them?


MR. LISTER:  Yeah, I don't know that I would characterize it as "a whole pile of people", but certainly it is a lost opportunity.  We could be directing our resources and our channel consultants to actively engage with customers more and hopefully bring in more participants, and now we will not be able to do that.

MR. SHEPHERD:  What made you stop that program?  Is it just you don't have enough money?

MR. LISTER:  That's correct.  There was a limitation put on the amount of budget that we could fund that -- continue to fund that program.

MR. SHEPHERD:  And who put the limitation on?

MR. LISTER:  Well, the way that we determined -- or, I suppose, based on the historical rules around the movement of funds, we have sought to move what we can into that program because it's so successful, and as a result of the rollover conditions and the limitations placed on how we can move money around as well as access the variance account, we've -- taking all those things into consideration, we've run out of budget.

MR. SHEPHERD:  So you have an original budget you're allowed, which hasn't actually been approved yet, but you've asked for it in this proceeding.

MR. LISTER:  Correct.

MR. SHEPHERD:  Plus you have 15 percent DSMVA.  And 15 percent is on your whole -- across the board, right?

MR. LISTER:  Correct.

MR. SHEPHERD:  You could put all that 15 percent into HEC.

MR. LISTER:  Yes.

MR. SHEPHERD:  Plus you can move 30 percent from anywhere else to HEC.

MR. LISTER:  Except low-income, yes.

MR. SHEPHERD:  Okay.  So that means you can more than double your HEC budget within the rules; right?

MR. LISTER:  That's correct.

MR. SHEPHERD:  And you've done that, and you're still out of money.

MR. LISTER:  Yes.

MR. SHEPHERD:  Now, you are always allowed to come back to the Board and ask for more; right?

MR. LISTER:  I suppose that's true.  Certainly I know that there is a phrase within the structure that says that we could ask to transfer more money than the 30 percent limitation.  Specifically in light of this case and the uncertainty with respect to this year and various positions that parties might take, we thought it best to just continue on as best we could in 2015 and participate in this case.

MR. SHEPHERD:  So it's about the unusual procedural situation you're in this year where you have a thing -- a proceeding going on during the year that you don't have a budget yet?

MR. LISTER:  Well, it does certainly complicate things, yes.

MR. SHEPHERD:  Did you reach the cap last year too?  Did you cut off HEC last year too?

MR. LISTER:  We did not cut off the program last year.

MR. SHEPHERD:  And did you reach the cap or did you go over the cap?

MR. LISTER:  Sorry, which cap are you referring to?  The incentive plan --


MR. SHEPHERD:  The cap that you are talking about, the various ways that you can find HEC, there is a limit, right?

MR. LISTER:  Yeah.  The budget cap, I do not believe we reached the budget cap, no.

MR. SHEPHERD:  Okay.  So this is an unusual situation, because you have this confluence of hitting the cap which doesn't happen very often; right?

MR. LISTER:  I don't know that it's ever happened.  At the very least it's very rare.

MR. SHEPHERD:  And it's happening in a year when you have a multi-year proceeding being considered by the Board, so it is not that easy to come in and ask for more money; right?

MR. LISTER:  That's correct, and we did see that -- I want to point out very clearly that we did see that situation may arise.  Of course, you know, understanding that the framework came out at the very end of last year and prior to that we didn't know what the rollover conditions would be, but early in the year we were very proactive about our approach.  We reached out to stakeholders, and this is documented well in our  evidence --

MR. SHEPHERD:  Sorry, I --


MR. LISTER:  -- I believe at B1.2, if I'm not mistaken.  I can find the proper reference, the transition year piece.  We reached out to stakeholders, and we said, We've got this situation.  Would you like to work with us to arrive at a better conclusion?  And we did try to do that.  Unfortunately circumstances didn't allow us to get there, but we have tried very proactively to manage that situation.

MR. SHEPHERD:  Excellent.  Thank you.  I want to turn to your incremental $5 million budget, 4.92 million for 2015.  And I have some material on that in pages 51 through 58 of our book, of our compendium, which is A5.5, and the 4.92 million is the incremental budget you are asking for from the Board, based on the 15 percent that the Board in the framework said you could spend to go after the Board's expanded priorities; right?

MS. OLIVER-GLASFORD:  That is correct.

MR. SHEPHERD:  And that budget -- yeah, I mean, you've told the Board how you plan to spend that, but in fact, as we asked you, you didn't actually build up a budget and say, Okay, this is how much we need, and it happens to total exactly 15 percent.  You said, The Board said we could have 15 percent.  That's what we'll include in our budget, and we'll spend it as we need to for those priorities, right?

MS. OLIVER-GLASFORD:  How I would characterize the activity that we undertook was that we saw that the Board's framework invited to us apply for an additional 15 percent incremental funding, and we looked at the opportunities that we would like to, in a perfect world, pursue with that incremental funding, and that amount actually was higher than the 4.9, and we worked to try and get it back to the amount that was appropriate.

MR. SHEPHERD:  And you're not proposing that you actually had to spend it on those things that you listed; right?  In fact, you're proposing that you simply get the $4.92 million and spend it on whatever you think is appropriate to chase those priorities, right?

MS. OLIVER-GLASFORD:  We did put some thought into where they would best be spent.  The biggest portion of those directly in line with the priorities is the My Home Health record, OPower program for roughly 2.7 or 2.6 million.  So that was the largest chunk of that spending.

The other pieces did have some specific requirements; enabling our IRP study, for example, and I'm referencing our B1.3, page 13 through 16 of the items.  But we also had a couple of particular offers that we didn't know the specific costs, but certainly felt that they were roughly sketched out and appropriate.

MR. SHEPHERD:  I'm not asking whether your -- whether you think you can spend it on the priorities.

I'm asking whether you're proposing to have any accountability for that five million dollars.  If you don't -- instead of -- I'll give you an example.

We talked to you, I think it was Ms. Girvan talked to you -- and you’ll see this on page 54 and 55 of our materials -- about the green button initiative.  You have 300,000 in there for that, right?  But you don't actually expect to spend that this year, not anymore?

MR. PARIS:  Mr. Shepherd, I'm not certain that we can say for certain yet.  We're still -- since the technical hearing, we have had one other meeting where they've outlined the technical requirements for the green button plan, and there are some action items to be completed -- planned anyway, before the end of the year.

MR. SHEPHERD:  You say, and I'm looking at page 55 of our materials, Mr. Paris,
"The 300 was kind of a number that was based on our conversations with those groups as to their experience with the initial phases when they launched this for the LDCs."

And then you go on further, you see on lines 21 and 22:
"I don't know specifically what the 300,000 will be spent on at this moment."

MR. PARIS:  Right, so, I believe you -- I suppose you phrased your question to us that we will not spend that 300,000, and I can't say one way or another at this point whether that's a correct statement.

Based on the details that we have been provided by the Ministry of Energy, who is leading the working group for green button, we haven't been told specifically what the cost requirements will be, certainly not by the end of the year.

MR. SHEPHERD:  And as you see at page 57, lines 13 to 15, you say, in fact -- or Mr. Lister says:
"There's no way for to us exactly predict, as he was indicating, what the cost will be and also when the costs will be."

You don't know if you are going to spend that $300,000 this year?

MR. PARIS:  That's probably a better way to put it.  I wouldn’t agree that we are not, but I will agree that we don't know for certain.

MR. SHEPHERD:  But Mr. Lister goes on to say:
"We would look to carry over those monies to help fund that exercise.  If we don't spend them this year, we want to still have them and spend them next year.”

Now, that's not the efficiency carry over mechanism, right?  This is something else now you’re proposing?

MR. PARIS:  That would be correct.

MR. SHEPHERD:  So what exactly are you proposing?

MR. PARIS:  Well, in the case -- well, we're not anticipating that green button is going to go away.

So if the monies that are -- that we're anticipating to spend on it don't happen by this year, then chances are that they'll happen next year.

MR. SHEPHERD:  Well, so is this just for Green Button, or is this for the entire 4.92 million?

Am I right in understanding that this 4.92 million is for Board priorities, is for a series of specific things you want to do, and whether you spend it this year or next year, you want to be able to spend that much on those things?  Is that right?

MR. LISTER:  I think that's a fair and mostly accurate statement.

I think one of the things the Board should be aware of, as per the conversation you were just having with Mr. Paris, is that for some of the items in that list, there is relatively more certainty than there are for other items.

So we have identified in the example that green button is an important initiative and, as Mr. Paris has indicated, it's being led -- the charge is being led by the Ministry of energy. In particular, that project contains a lot of uncertainty.

There are other items within the list that we’ve provided that do contain more certainty.  For example, our proposal to initiate the My Home Health record program.  That's a sort of a binary thing:  we've asked the Board for approval to do that; they can say yes or no, or however they see fit, but there's relative certainty there.

MR. SHEPHERD:  Well, sorry, let me stop you there on that example.  Part of that is buying $750,000 of MPAC data, is that right?

MR. LISTER:  I'm sorry, in which of the items?

MR. SHEPHERD:  In My Home Health record; isn't that where you're buying the MPAC data?  Or is that something else?

MR. LISTER:  Not to my knowledge, no.  That may be part of Union Gas I am not familiar --


MR. SHEPHERD:  You're not buying it, okay.  All right.  See how easy it is to get confused?

MR. LISTER:  It is very easy, I'll agree with you there.  Just to finish my response, you started this conversation with what sort of accountability is there.  I would offer that the accountability is that we've asked for these specific items.

Your characterization was that a 4.92 million bucket would be available for whatever we determined, and I don't think that's accurate.  We've asked for specific items; we haven't asked for just a lump sum.

We have said in interrogatory responses that because of the uncertainty, maybe we're not going to spend 300 on green button, but maybe we'll need an extra few dollars for potential study as a result of this hearing, or something.

So we would like some flexibility to move the budget around within the items and certainly we've also identified that the collaboration and innovation fund would be ring-fenced, so any monies not spent we would return.

MR. SHEPHERD:  Well, the CIF, is that part of the 4.92?

MS. OLIVER-GLASFORD:  In 2015, yes, it is.

MR. SHEPHERD:  Okay.  So in 2015 it is, but then in 2016 it is part of your budget, right?

MS. OLIVER-GLASFORD:  Correct.  Moving forward, we don't have any incremental budget.  So it just becomes part of our --


MR. SHEPHERD:  Let's set aside that for a second.  You've already agreed that you want to ring-fence that -- presumably each year, right?

MR. LISTER:  Correct.

MR. SHEPHERD:  Let's leave that aside, and let's just deal with the whole 4.92, which is a special case for this year, right?

MR. LISTER:  It is, yes.

MR. SHEPHERD:  Okay.  If the Board were to say to you, look, we've looked at the things you want to spend this on.  It makes some sense, we understand that they're not exact, and we understand that whether you spend it in 2015 or 2016, you are going to spend this whole amount.  So we're going to ring-fence that 4.92 and say that's a block of money you can't move into other stuff.  But within that, you can move it both between 2015 and 2016 and within the projects, that's fine.

Is that okay with you?  Is that what you're looking for?

MR. LISTER:  That would be okay with us.

MR. SHEPHERD:  All right.  Let me move on to another area, and that is this exciting question of payback periods, free ridership, and cost effectiveness.

And you will recall that -- you heard, I think, the discussion we had with Union the other day about short payback periods, and whether you do projects that have short payback periods.

And you have the same problem in custom projects, don't you, except that it's not as bad for you because most of your payback periods are generally longer; is that right?

MR. LISTER:  Without knowing Union's data specifically, I don't know if I can answer the comparative aspect of your question.  I can say that we have projects both with short and long term paybacks, yes.

MR. SHEPHERD:  You don't have a lot of projects with two-week paybacks?

MR. LISTER:  I'm sorry, can you say that again?  We don't have --


MR. SHEPHERD:  You don't have a lot of projects with two-week paybacks?

MR. LISTER:  Not with two-week paybacks, no.

MR. SHEPHERD:  Exactly.  But the concept is still the same.  You don't select out a customer because the payback is so short that you figure they should be doing it themselves, correct?

MR. LISTER:  That's correct.  We did not have an eligibility criterion set on payback.

MR. SHEPHERD:  And the reason for that -- we asked you about that, and the reason for that, as I understand it, is that there's a lot of other reasons why a customer might not do a short payback project.  Is that right?

MR. LISTER:  That's exactly correct.

MR. SHEPHERD:  And so sometimes you have to push them to do it.  Even though the economics are really obvious, they're not going to do it unless you push them over the edge.

MR. LISTER:  Absolutely true, yes.

MR. SHEPHERD:  And sometimes that's by persuading them; and sometimes that's by waving a cheque in their face.

MR. LISTER:  I would say that in all instances, it is a matter of working with the customer.  The financial incentive may improve the economic conditions for the customer.  But in all instances, it's about influencing and it’s about working with the customer.

MR. SHEPHERD:  The reason I'm asking about this is because -- I understand why you'd try to push a customer to do a project that makes economic sense.  I don't understand why you'd give them a cheque with ratepayer money for doing that, when the economics are already good.

MR. LISTER:  Maybe I can try and respond this way.  We see payback as a criterion for eligibility to be very problematic.  The presumption seems to be that with a very short payback it's just naturally -- natural, it's a no-brainer that the customer would undertake the project.  And that's not our experience.  We have seen customers walk away from very short payback projects.  We have seen customers take years to implement projects with very short paybacks.

The Synapse -- there was a report provided by Synapse in one of GEC's interrogatories.  I think it's 12, but I'm not sure of that.  There's a direct customer quote there which sums it up nicely.  They say at page 137:
"When dealing with budget issues money does not go to efficiency.  Even easy projects with a six-month payback can take time to convince management to participate."

And that goes along with our experience very well.  There is very stiff competition for capital.  So even though a project may have very low payback, the customer has to consider all of the items that are important to that customer.  To the extent that energy costs may not be a big proportion of operating costs, they could very well elect to do other projects.

The other major issue we have with payback as a criteria is that it's a very simple analysis.  I think it's very well-grounded in financial principle, and I think you would appreciate this, Mr. Shepherd, that it is a very simple analysis.  Most often it ignores the time value of money and it ignores future cash flows, so as a result you can have projects with low payback that are still not the best investment available to a customer.

MR. SHEPHERD:  It is true, isn't it, Mr. Lister, that most of your industrial and commercial customers use payback as their primary way of prioritizing capital spending; is that right?

MR. LISTER:  I don't know that I would agree with that.  I would say it's certainly a criteria that they would look at.  I would think actually more sophisticated customers, which I think is what you're getting at, would look at all -- just like the Board does with, for example, EB-0188, it looks at profitability index just like the Board does with DSM, it looks at the net present value of future benefits in its TRC calculation.

More sophisticated -- I don't even think it's more sophisticated customers.  I think it is a basic financial principle that time value of money is very important, and the estimation of future cash flows is also very important, and payback as -- payback as it's defined necessarily ignores those two very important elements.


So using payback as a screening criteria could -- is really not in the interests in the pursuit of all cost-effective DSM in a culture of conservation.

Customers may choose to do other projects even though they have low paybacks.

MR. SHEPHERD:  I'm a little bit confused here.  You are talking about time value of money and things like that, but frankly, if a payback is two years or less, time value of money has almost no impact; right?

MR. LISTER:  I'm simply saying that the --


MR. SHEPHERD:  First answer the question.

MR. LISTER:  I'm sorry?

MR. SHEPHERD:  First answer the question.  It has almost no impact in a short payback situation; right?

MR. LISTER:  The time value of money may have an impact.  The point that I'm trying to make is that customers have alternatives.  Energy efficiency is a discretionary spend.  They can choose to spend their money elsewhere, and applying a simple payback period would be very unfortunate in our perspective.  It means that we might end up walking away from potentially good projects because the customer's conditions don't meet the payback criteria -- or meet the payback criterion, and as a result we have to walk away.


There are a whole bunch of corollary items that go with that.  For example, poor customer service.  They may not want to work with the utility in the future, if we, for simple administrative rules, had to walk away.

The important point is that, from the customer's perspective, they are evaluating all of their energy -- all of their capital investment alternatives, and time value of money could be an important consideration there for both energy-efficiency projects and other projects.

MS. OLIVER-GLASFORD:  If I can just add to that, I support Mr. Lister's comments, but we kind of take a different perspective, in that certainly the way that our portfolio is structured and the evolution is that we are looking to be a leading jurisdiction, so we are trying to look for ways to design offers that do drive the harder to reach savings.  So I think that, perhaps, is a more appropriate road to continue to explore, to drive those projects which have longer paybacks and are -- and/or are more difficult to achieve.

MR. SHEPHERD:  If you went to a large industrial customer, let's say, or a large commercial customer, or a school board and said -- said -- and talked to them about a project, and they said, Ah, we were going to do this anyway, so you know they're a free rider, would you give them money?

MR. LISTER:  No.

MR. SHEPHERD:  Okay, so are your ESCs, your energy solutions consultant, trained to ask that question?  What's in your plan now?

MR. LISTER:  Well, yes, they would work with the customer -- I mean, the simple fact is quite often customers are not even aware of the alternatives that are available to us, and they -- available to them, so they will come to us.  But absolutely, if they say we were going to do this project, then it can't be within our scope.

MR. SHEPHERD:  All right.  Do you keep track of any -- of when you've declined to work with a customer on a project because you've perceived that they're a free rider?  Because I -- see, my experience is that Enbridge and Union have both very strenuously resisted the notion that asking a customer any questions that would determine whether they are a free rider should be -- is appropriate or should be allowed, that you shouldn't have to do that, and so I'm surprised that you're saying that.  I'm asking:  When's the last time you said no to a customer because you thought they were going to be a free rider?

[Witness panel confers]

MS. OLIVER-GLASFORD:  I think it would be important for us to note that our ESCs do take their role seriously and are principled in not just jumping on projects that they know already to be the case, and I think in terms of your question around asking questions at the beginning of a project, when we started to look at the free-rider study done back in 2008, that was one of the things that was explored and discussed, and it became evident at that time -- and I don't have more recent information to update this, but notionally I would assume it would hold -- that the customers won't necessarily tell you, Yes, I'm going to do it anyway, at the beginning if they think that will preclude them from participating in a program.

And so using that type of an approach, you know, because we looked at doing a free-rider study at the beginning of each project, and it just did not seem to be the appropriate way to proceed.

MR. SHEPHERD:  It is not the best way to have a good relationship to the customer if you're cross-examining them at the beginning to see whether they get a cheque.

MS. OLIVER-GLASFORD:  Correct, and I think it creates a situation where not everyone, of course, but, you know, it just creates an invitation to gaming, perhaps, or not doing the intended outcome of that survey, which is why, indeed, that free-rider study was designed at that time way it was.

MR. SHEPHERD:  And the free-rider study, in fact, showed -- you ended up with a free ridership on custom of about 50 percent; right?

MS. SIGURDSON:  The industrial for agriculture, yes.

MR. SHEPHERD:  Okay.  And part of that is ones that you couldn't possibly have known they were free riders, but another part of it is ones that you probably could have told at the beginning that they were free riders, but it's captured in the 50 percent so you don't need to do that; right?

MS. SIGURDSON:  Sorry, Mr. Shepherd, would you mind repeating the question?

MR. SHEPHERD:  Sorry, I'm already thinking about the next question.

The 50 percent includes not just the free riders that you couldn't possibly have known about; it also includes the free riders that you might have known about, had you asked the right questions, right?

MS. SIGURDSON:  The 50 percent includes the free riders -- the way we look at that Summit Blue study, a free rider is any customer that would have done the program absent -- would have completed the program in the absence of the offer.

MR. SHEPHERD:  And whether or not you knew about it?  That's not a relevant situation --


MS. OLIVER-GLASFORD:  Perhaps.  We certainly wouldn't know what was in the mind of those customers.

MR. SHEPHERD:  All right.  Let me move on to evaluation principles -- and I'm not going to ask you a lot of questions about this, because obviously there has just been a new Board letter that came out.

But I do want you to look at pages 66 and 67 of our materials, which are T6.SEC.25.

And you set out, or you summarize, which is also in your evidence, a set of principles for stakeholder processes.  What I'm going to ask you to do is tell us:  Do you still agree with these principles?  Have you changed your view on these principles?


If you want to do this by undertaking, that's okay.  I just want to know whether this is up to date, given what the Board has now said about what it's going to do going forward.

MS. OLIVER-GLASFORD:  It is, and we still agree and abide by these principles.

MR. SHEPHERD:  These principles are still fine?

MS. SIGURDSON:  Yes.

MR. SHEPHERD:  Excellent, thank you.  The next thing I want to talk about is your increased incentive levels for C&I prescriptive programs.

I have a number of pages of stuff on this, but given our discussion yesterday, it sounds to me -- and tell me whether this is right -- a lot of your increased incentives are really about competing with the electrics.  Is that a fair conclusion?

MR. LISTER:  That's definitely a factor that we considered in all of the incentive proposals that we're making.

MR. SHEPHERD:  So, it you take a look at page 69 of our materials, we asked you to compare 2014 and 2016 incentives for a bunch of prescriptive items, just to see what the changes were, and these are prescriptive and quasi-prescriptive.

Now, prescriptive is if you do this you get a cheque for X dollars, right?

MR. LISTER:  It is.  I don't want to preclude, or cut any of your questions off, of course, but we do have a passenger coming up, panel 3, that would be able to speak to this in more detail, if you'd like to get into the detail.

MR. SHEPHERD:  I'm not going to ask about the details.

MR. LISTER:  Okay.

MR. SHEPHERD:  And quasi-prescriptive is the same concept, but there is a formula for how much your cheque is, rather than simply a number.

MR. LISTER:  That's correct.

MR. SHEPHERD:  Okay.  And that's because how much is appropriate for an incentive depends on some exogenous factor, like square footage or something like that, right?

MS. SIGURDSON:  That's correct.

MR. SHEPHERD:  Okay.  So I see that a bunch of these -- for example, air doors.  You are increasing all of the air doors things by significant amounts, demand control, kitchen ventilation, et cetera.

Am I right in assuming that the primary driver of most of these is going to be getting the customer's attention, in light of the electric money that's in the marketplace?

MR. LISTER:  Yes.  I’d qualify the answer, however, with that's not the only reason.  I think you hit it with to get the customer's attention.

So it is not just in light of electric incentives.  It is about the whole discussion I just went through about how customers have very competing alternatives with which to spend their very finite capital.

We want to be able to help them.  We know that a significant portion of customers will say that it is the up-front costs that preclude them, or make them turn or way from energy efficiency projects.

MR. SHEPHERD:  What I'm trying to get at here is you could increase an incentive because you're not getting traction in the marketplace.  People -- it is not enough to convince people to do that kind of project, just by itself.

If the project's still got bad economics even though -- even with your money, that's one reason you could increase an incentive.

Another reason you could increase an incentive is the incentive would be fine by itself, but they have other things to do with their money, as you've said, and they're going to do those other things instead of what you want them to do because they get more money for those other things.

MR. LISTER:  Yes, I don't think we've isolated any single cause.  I think what we've said is it's necessary for us -- we believe it is necessary for us to increase the incentives, number one, to maintain and perhaps even improve our competitiveness.

Number two, the associated targets that go with our prescriptive program have gone -- have increased significantly.  So our proposal to the Board is -- or our direction from the Board was to go out and pursue more cost effective DSM.

We have said a way to do that is to increase these incentives, and we'll see much more CCM contribution from these types of programs.

MR. SHEPHERD:  Okay, I understand that.  From your point of view, of course, how are you going to get people to do things if the economics are better to do the electricity conservation rather than the gas conservation?

How are you going to -- they only have so much money, right?

MR. LISTER:  Absolutely.  So as suggested, they do have a very finite pool of capital, and we are trying to increase our -- the interest with which they would have in our programs versus electricity, versus something else that they may choose to invest in that is not related to energy efficiency at all.

MS. OLIVER-GLASFORD:  Just to add to Mr. Lister's comment and hopefully be responsive, Mr. Shepherd, is that we've been in the marketplace for twenty years.  They know that we're bringing them expertise and technical support, so they value those insights and experience.

MR. SHEPHERD:  Well, I guess if you look at this from a ratepayer's point of view, though, the question is a different one.

The question is, whether a customer gets an incentive to do gas DSM or to do electricity CDM, it’s still our money; the incentive is still coming from us.

So the question in our mind is why would we want you throwing -- both the electrics and the gas throwing money at the customer, competing against each other with our money?  Why is that in our interest?

MR. LISTER:  Well, I think certainly energy efficiency is in the interest of ratepayers, and that's what the Board and the government, as a matter of fact, have determined.

Currently the structure is that there's an electric CDM program and a DSM -- a natural gas DSM program.  We're working to collaborate more with electric utilities, but in the customer's interest is improving their energy efficiency to the best economical way -- in the best economical way that they can.

MS. OLIVER-GLASFORD:  And if I can just as well elaborate on that point, the electrics are running, you know, they're cost effectiveness tests for their particular measures, as are we.

So your point is an interesting one.  However, all of the projects which were being supported by both the electric utilities and the gas utilities would be cost effective.

Ideally, we would look to do one cost effectiveness test and collaborate further, but that certainly is on the horizon.

MR. SHEPHERD:  I'm not asking about collaborative projects.  Nobody is opposing collaborative projects; those are good things.

What I'm concerned about is that if you are competing with the electrics, it is not necessarily to get a customer to do both the electric and the gas project.  In some cases -- and tell me whether this is correct -- it is to get them to do the gas project instead of the electric project.

They only have so much money, so spend it on gas and don't spend it on electric.  Is that right?

MR. LISTER:  Well, I certainly think that's an element, yes.  The nature of our structure in Ontario is there’s an electric CDM program and a natural gas DSM program.

So it’s natural, I think, in any jurisdiction for any customer that has both electric and gas appliances to determine how to best to approach their energy efficiency from their perspective.

Whether it is maximizing the economic value, or reducing their carbon emissions, or whatever goal they may choose to pursue, that is really up to the customer.

MR. SHEPHERD:  When I talk to the school boards about this question, what they say is -- and tell me whether this is consistent with your experience -- that there's no way in a million years that Enbridge or Union is going to be able to compete on dollars with the electrics.  The electrics have way more money to spend.  They will always be able to write a bigger cheque.

What you have the advantage in is you know more about stuff, that you can come in and actually help them with things, whereas the electrics can only write a cheque.  Is that -- I mean, I'm oversimplifying, but is that a reasonable -- is that what your experience is in the market?

MR. LISTER:  Yes, I would not totally disagree with that.  It is a -- I agree with you it is a bit of an oversimplification, but we do believe that we can provide, to Ms. Fiona Oliver -- I'm sorry, Ms. Oliver-Glasford's comment, we do provide valuable technical assistance, and we have a strong brand value because we have been doing that for very long.  That may not last forever, because the electricity distributors will get better at delivering CDM, there is no doubt, and it may well be that we can't compete, as your client has advised you, but we can offer other things, such as emission reduction targets.  If that's a goal that the schools wanted to pursue, they might find that gas alternatives are worthy of further investigation --

MR. SHEPHERD:  It is not just schools, by the way.  This applies to all of your CDM --

MR. LISTER:  Fair enough.  It may apply to a large customer, whatever type.

MR. SHEPHERD:  And did I hear you agree with me that on -- in terms of how many dollars you can give to the customer, for the most part you can't actually compete with the electrics?

MR. LISTER:  I would say that's been one of our observations, and one of the things that guided us in the -- in this plan, and I think if you go through Exhibit B2.1, through all of the program and offer descriptions, we cite that often as a barrier to many of our programs.

We'll show up at a customer's door and say, We've got some great ideas, we can help you financially and technically, are you interested, and once they see the economics they'd rather pursue the electric alternative in many cases, because that incentive money is -- it's bigger, it's more impactful, whatever the situation might be.

MR. SHEPHERD:  All right, I have three short areas to finish on, and -- or maybe -- I hope short.  The first is -- and I have no materials on this, because I think it's a straightforward question.

We talked to Union about the problem of having residential ratepayers and CI ratepayers in the same rate class, in rates M1 and O1 in Union.  You don't have that problem, right, because you have a separate class for residential and for small GS customers; right?

MR. OTT:  That's correct, rate 1 does not include commercial customers.

MR. SHEPHERD:  And rate 6, which is the rate for smaller CI customers where most of the schools are, you have a range of programs that cover pretty well all sizes in that rate class; right?

MR. OTT:  Yes, and as we talk about that split between residential and other, it's fairly clear when we try and classify industrial or commercial customers, it does get a little trickier because we've picked up many more industrial customers in rate 6 in recent years, but your statement is correct.

MR. SHEPHERD:  All right, I want to talk about this DSM PIDA.  Do you know what that is?  Does anybody know what that is?

MR. LISTER:  Yes.

MR. SHEPHERD:  If I understand that -- and we've had lots of discussions about this.  I'm trying to look for where the reference is -- here it is, starting on page 84 of our materials.  As I understand this, your problem is that for some programs -- and this is specifically, I guess, for savings -- for -- is it Savings by Design?

MR. LISTER:  Yes.

MR. SHEPHERD:  This is, yes, specifically for Savings by Design, that's right, for some programs like that, you make commitments to customers to give them incentives, but they don't actually earn the commitments and get entitled to them for sometimes a year or two or three; right?

MR. LISTER:  That's correct; Savings by Design residential and commercial are the only programs that we have that are multi-year in nature.  In other words, there's a distinct lag between when the customer acknowledges or accepts or goes through the program and when they earn their incentive.

MR. SHEPHERD:  So what did you in the past is that you forecast what you were going to spend on these programs, but in addition to what you were spending, or perhaps as part of -- instead of spending money you were actually making commitments; is that right?  For future years.

MR. LISTER:  Yes, it has long been the design of the program to include -- basically the way the program works is we work with the customer to identify ways in which they can build to a degree that is better than the Ontario building code.  So we get them to go through that process, and then the commitment that they make is that they will build to that level, and then once they build to that level they earn their incentive.

MR. SHEPHERD:  All right, so take a look at page 88 of our material.  I'm going to come to the mechanics of the account in a second, but I first want to deal with the problem.  So on page 88 you have a little table here that shows 2012 to 2014, that you had a total of somewhere around -- what's that?  $3.8 million of payouts that you committed to in those years, but you didn't pay; right?

MR. LISTER:  I'm sorry.  You said 2012 to 2014.

MR. SHEPHERD:  If you look at page 88 of our material, there is a table there in the middle, see, that shows 2012 to 2014 --

MR. LISTER:  Right, so approximately, yes.

MR. SHEPHERD:  So that 3.8 million you didn't pay out in those years, but you're going to have to pay it out, or some of it you're going to have to pay out; right?

MR. LISTER:  Yes.

MR. SHEPHERD:  And you didn't pay out anything in those years, but you had a budget; right?

MR. LISTER:  Yes, that's correct, and --

MR. SHEPHERD:  How much was the budget for those years?

MR. LISTER:  I believe that might have been included in the undertaking response.

MR. SHEPHERD:  I couldn't find it, so that's why I'm asking.  Here's where I'm going with this -- and I'm not going to try to do all the math in the hearing room.  I'm going to try to raise the issue, and then I'm going to ask you to do an undertaking, which will help us all understand this.

MR. LISTER:  I'm sorry, you're going to ask us to take an undertaking --

MR. SHEPHERD:  Yes, because what I want to know is, of these amounts that you are going to have to pay in the current period, the 2016 to 2020 period, from past commitments, how much of that was budgeted but not spent?  In prior years?

MR. LISTER:  Okay, and you've offered to allow us to provide that by undertaking?

MR. SHEPHERD:  Yes.

MR. LISTER:  We'll accept that undertaking.

MR. MILLAR:  Undertaking J6.1.
UNDERTAKING NO. J6.1:  ENBBRIDGE TO ADVISE OF THE AMOUNTS TO PAY IN THE CURRENT PERIOD, THE 2016 TO 2020 PERIOD, FROM PAST COMMITMENTS, HOW MUCH OF THAT WAS BUDGETED BUT NOT SPENT IN PRIOR YEARS.

MR. SHEPHERD:  For a second I feared that you were going to try to do it right on the spot.

MR. LISTER:  I was not.

MR. SHEPHERD:  And so -- but you understand the problem is that you're now going in 2015 to 2020 to a cash basis for incentive payouts; right?  You're forecasting them based on the cash you have to pay out, not based on the commitments you're making; right?

MR. LISTER:  I think that's correct.  We are forecasting an amount of cash to be paid out, so, yes, I'm with you that far.

MR. SHEPHERD:  And some of that cash to be paid out will be for commitments that you made in the last three years.

MR. LISTER:  Correct, that we haven't had to pay out in the last three years, yes.

MR. SHEPHERD:  Okay, now, tell us how the deferral account works and how it interacts with that.  Because if you've got it on a cash basis, it sounds like, where do you need a deferral account?  You've got a budget.

MR. LISTER:  Maybe I'll just start by sort of acknowledging that perhaps calling it a deferral account was inaccurate.  We probably should have called it a variance account.  I'm not a regulatory accounting expert, but my understanding is they are distinct.

So the intention of this account is to collect upfront what we anticipate paying out, then monitor throughout the year what we actually pay out, and then true-up through the clearance of accounts proceeding to the actual amount that's actually paid out or not paid out, for that matter.

MR. SHEPHERD:  Okay, and the reason why you need that for this budget item and for -- and don't for other budget items is not so much because of the amounts but because of the timing; is that right?

MR. LISTER:  Yes, I would say it is two distinct issues.  Number one is it really is related to the timing, and so we don't -- because it is a multi-year program, and for example, in the residential side, they have up to three years to conduct their build.  We can't say with absolute precision when they're going -- if or when they're going to do that.

The other issue that arises with respect to this multi-year program is of course we seek to do better than target, and so we can't -- up front, we don't know in what year we might do better or worse than target.  So we don't want to over or under-collect an amount associated with the incentive that we’ll ultimately have to pay out.

MR. SHEPHERD:  No, no, but that would be the same with any program, right?  You have some uncertainty with the any program that you see, right?

MR. LISTER:  Absolutely.  Yes, it is common or germane to many programs.  This one in particular, though, because of its multi-year nature, compounds the problem.

MR. SHEPHERD:  These amounts are more volatile than the other programs, except from a year by year point of view.  In any given year, they are hard to predict.  


It's like quantum mechanics, right?  In any given year, they are harder to predict.  But overall, you can predict them just as well as anybody else -- and anything else, right?

MR. LISTER:  Well, I'm not a quantum mechanic, so I don't know about that.

But I would say that it really became apparent that we needed to address this issue as we developed our plan, because of the fact that we had been over-producing against the target and to date -- on the commercial side anyway -- the bills hadn't actually happened.

So it could be -- you know, those customers entitled to their incentive as per the program, so we would have to necessarily make those payments.

And the uncertainty is we don't know when they're going to make those -- when they're going to require or demand those payments, or if they're going to require or demand those payments.  So in establishing our budget --


MR. SHEPHERD:  Sorry, that is not so much when they ask for them as when they earn them, right?

MR. LISTER:  Yes.  By ask, I meant when they earned them, yes.

And because it -- in my view anyway, it's because of the multi-year nature which compounds the problem.  So in your example, in any given year, you're right, there is uncertainty related to programs.

But because of the multi-year aspect to this program, that uncertainty can be compounded over time.  And that's what we found over three years of success with Savings by Design was that, you know, there is going to be a day when those customers will have earned their incentive.

MR. SHEPHERD:  All right.  My last set of questions -- there's only two, really.  It's actually fairly simple, I think.

If you take a look at pages 99 through 107 of our materials, this is a -- you were asked questions about from my friend, Mr. Elson, and his client about what happens if you rate-base your resource acquisition expenses.

And I've given you the examples of C&I at current budget and C&I at increased budget, which are part of your interrogatory response -- or your technical conference undertaking response JT1.33; do you see that?

MR. LISTER:  Yes, we have that.

MR. SHEPHERD:  So just as an example, if you take a look at page 100 of our material, this is at your current budget, this is what happens if you rate-base your small CI resource acquisition program cost.  And the revenue requirement over the period looks like it's actually negative, if you rate-base it.

Because of the tax breaks that you get, it actually ends up being about $2 million that you have to give back to those customers, right?

MR. LISTER:  I see that, yes.

MR. SHEPHERD:  And you've actually got a budget -- will you accept, subject to check, you got a budget of about 44 million for those years?


MR. LISTER:  For small -- I'll accept that, subject to check.

MR. SHEPHERD:  Okay.  So that sound like a good deal.  They can be 46 million better off.  It's not a good deal, is it?

MR. LISTER:  I really have -- have trouble answering this question.  It's not a rate design that the Board has ever undertaken a complete and wholesome review.

So we have lots of issues -- we are not closed to the idea, but we have lots of issues with the rate-basing of DSM expenditures in general.

So to your question that it's not a good deal, I really feel it's impossible to answer that question.  There are too issues that need to be studied and considered by the Board in how you would even approach rate-basing DSM expenditures.

MR. SHEPHERD:  Let me simplify the question I'm asking, because I understand there is a lot of complexities and there is a whole bunch of accounting issues and stuff like that.  I get that.

But you have $44 million forecast for those five years.  If it's rate-based, the ratepayers still have to pay that $44 million.

MR. LISTER:  Absolutely.

MR. SHEPHERD:  They just pay it later.

MR. LISTER:  They pay it over a long period of time, and subject to what cost of capital I don't know, and a whole bunch of other accounting issues.

MR. SHEPHERD:  And so, in effect, what happens if you do it by rate-basing, the ratepayers still pay the 44 million but they borrow it at 7 or 8 percent, and then pay it back over a long period of time.  It's like a mortgage, right?


MR. LISTER:  At a very high-level, I would agree with that statement, yes.

MR. SHEPHERD:  So that doesn't sound like a very good deal, does it?

MR. LISTER:  Again, some parties may say that sounds like a really, really good deal for whatever reason, or for whatever their interest might be.

And again, I think all we can say at this point is until it's fully considered by the Board in some fashion, you know, we're neither for or against.  We simply would say that it needs further study.

MR. SHEPHERD:  So if you take a look at page 107 of our materials, this is page 18 of the undertaking response, this says that the total spending is reduced by just roughly $4 million.  If you double the budget for small C&I, you can reduce spending by -- you can actually get it for free.  That's wrong, isn't it?  That's not free.

This is -- and I'm not suggesting you’re intentionally misleading.  But if you just look at the five years, that's misleading, right?

MR. LISTER:  It's misleading to consider that this is only a small window within which -- I hesitate to call it an asset, but the asset would be depreciated and accounted for.

MR. SHEPHERD:  Thank you.  Those are all my questions.  Thank you for your patience, Madam Chair.

MS. LONG:  Thank you, Mr. Shepherd.  Ms. Girvan, we are going to take our morning break and be back at 11:05, and we’ll start with you.
--- Recess taken at 10:45 a.m.
--- On resuming at 11:05 a.m.

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

MS. GIRVAN:  Good morning, panel.  So I think I'll be shorter than I predicted, just because there has been a good discussion so far with some of the other cross-examinations.

So just quickly -- and you'll be aware I asked this of Union as well, but what from your perspective is in scope for the midterm review?  Are there things that -- and I guess another way to put it might be:  What do you think is not in scope?

MS. OLIVER-GLASFORD:  I would venture that most aspects of the plan are in scope in terms of reviewing appropriateness of budgets, metrics, and targets.

MS. GIRVAN:  Okay, you said "most", so is there anything that you think isn't within scope that should be approved now for the six-year period?

MS. OLIVER-GLASFORD:  I can't think of anything.  I would be happy to give that some thought.  We could provide an undertaking.  I don't think of anything at this particular moment.

MS. GIRVAN:  That would be helpful so that I understand your position on that.  Thank you.

MR. MILLAR:  J6.2.
UNDERTAKING NO. J6.2:  ENBRIDGE TO ADVISE IF THERE IS ANYTHING THAT ISN'T WITHIN SCOPE of the midterm review THAT SHOULD BE APPROVED NOW FOR THE SIX-YEAR PERIOD.

MS. LONG:  Mr. O'Leary, just so you're aware, I think the Panel may have some questions on that for the joint panel, so to the extent that that undertaking could be answered prior to day 12, that would be helpful.

MR. O'LEARY:  Certainly, Madam Chair.

MS. LONG:  Thank you.

MS. GIRVAN:  So would you agree that in rate-making and sort of this Board's role in approving what the utilities do, that it's really important to balance the interests of the ratepayers and the shareholders; is that an important principle from your perspective?

MS. OLIVER-GLASFORD:  Yes, and we believe we've done that with our plan.

MS. GIRVAN:  Okay, so can you explain to me what you see to be any risk to EGD's -- to Enbridge's shareholders regarding your DSM plan?

MR. LISTER:  Well, we had some discussion yesterday with CME around risk, and I think the way that we put it was certainly there is a lost opportunity, so the Board has created a framework where there is incentive money available if certain objectives can be met.

So to the extent that objectives are not met, of course the shareholder's disappointed by not receiving as much incentive as it could, and I would say that ratepayers in general and society in general would be disappointed in terms of there not being more societal benefits than there otherwise could be.

MS. GIRVAN:  So your primary risk would be just not achieving your -- getting the maximum incentive?

MR. LISTER:  I don't know that it's a maximum incentive, but that the primary risk is that we fail to deliver on the objectives and so don't receive maximum incentive or as much incentive as we otherwise could.

MS. GIRVAN:  Because if I look at it, I see a little bit of an imbalance -- sorry.

MR. LISTER:  I'm sorry, could you repeat the question?

MS. GIRVAN:  No, I haven't asked the question yet, so I just made a comment that I see an imbalance, so the way I look at it is the way that you've crafted this is that there is protection sort of on all fronts for the shareholder, so if -- would you agree to me that if you overspend you can recover those costs, the costs that are prudently incurred?

MR. LISTER:  There is an account known as the DSM variance account which stipulates certain conditions that should we overspend that we can recover up to an amount.

MS. GIRVAN:  Okay, and then if you under-spend, you can either return that money to ratepayers or you can carry that under-spending under your proposal forward to achieve targets that have been based on a lower budget; is that correct?  There is an opportunity do that?


MS. OLIVER-GLASFORD:  Yes, that's --


MS. GIRVAN:  Okay.  Thanks.  And when I would say some of the risks for the ratepayers -- and I just wanted you to see if you agree with me on this -- is we might be funding initiatives that produce very few savings or savings much less than the targets; is that correct?  That's a risk, that you are going to use ratepayer funds and you won't achieve what you said you were going to achieve.

MR. LISTER:  I think that's always been part of the design of DSM since its early days, that were we not to achieve objectives that ratepayers in general and non-participants wouldn't be able to participate in the benefits that accrue from successful DSM projects.

MS. GIRVAN:  Okay, but you might also spend something on a pilot or initiative that just doesn't seem to get to where you want, and that's true, that there would be almost no value for ratepayers in certain cases; that's a risk.

MS. OLIVER-GLASFORD:  I think, building on Mr. Lister's point, certainly there are always risks when we undertake this planning.  However, I think the governance process is in place and the regular discussions we have with the DSM consultative and through the, you know, the audit committee, we get to review and determine whether offers and programs are doing what they've been intended to do.

MS. GIRVAN:  Okay.  So another risk might be that we might fund -- ratepayers might fund initiatives that you could have carried out in a more cost-effective manner; is that correct?  You could have been more productive than say you were.  That's a risk, that it's going to cost -- it could potentially cost us more, cost ratepayers more?


[Witness panel confers]

MR. LISTER:  I think certainly we strive to be as cost-effective as we can, and we're held to account in many different ways on that from all the different processes that happen throughout the year and ultimately the earning of our incentive reward.

Again, I would state that that has always been a factor in DSM.  We don't see that as changed in any way in this current framework --


MS. GIRVAN:  So you haven't built in --


MR. LISTER:  Just to add to my response there, I would also say, I think the Board is trying, through the introduction of the, what we call the CEIDA, the cost-efficiency incentive deferral account, I believe, is trying to really introduce a measure that incents the utility to maximize its cost-effectiveness.

MS. GIRVAN:  So you haven't built in any explicit productivity.  I think we talked about that at the technical conference, getting better at delivering a program.

MS. OLIVER-GLASFORD:  I think the way that our plan has been proposed with a 150 percent upper limit and only additional 15 percent in spending already builds in a stretch component and a cost-effectiveness component to everything that we are going to need to do during the year to achieve the maximum amount with the budgets we have.

MR. LISTER:  I would also just add that, you know, there's a lot of literature and dialogue about productivity at the utility end, and certainly that's worthwhile discussion, because utilities are a natural monopoly.

This particular case, for DSM, we react to market costs, and we deliver as cost effectively as we can, but we're out in a virtual competitive market.

MS. GIRVAN:  Okay, but the fact is that you get recovery of the costs that you've incurred.  In some cases you wouldn't under a different framework.

MR. LISTER:  We get recovery of costs that we incur, yes.

MS. GIRVAN:  Thanks.  So I just -- Mr. Shepherd started a discussion with you about 2015.  And I'd like to look at Exhibit B, tab 1, schedule 3.  And I'm focused on the budget, which is found at page 5.

So is it correct that this is the budget that you're seeking approval for today?

MR. LISTER:  Yes.

MS. GIRVAN:  Okay.  And is there anywhere on the record how much of the overall cost -- overall budget for 2015 is being allocated to rate 1?  I couldn't seem to find it, but...

MS. OLIVER-GLASFORD:  Exhibit B, tab 2, schedule 4 are system characteristics.  I believe you’ll find the 2015 information at page 2 and 3.  And I think it's page 3 that you want -- 2, sorry.

MR. OTT:  Ms. Girvan, you're looking for rate allocation; is that correct?

MS. GIRVAN:  Yes.

MR. OTT:  That will be table 1, yes.

MS. GIRVAN:  Does that include the 15 percent that is available to you through the DSMVA?

MR. OTT:  No, it does not.

MS. GIRVAN:  So what I'm looking for is the full allocation to rate 1.  So if I was looking for the allocation to rate 1 of everything, I have the 37.72 million, but I would add to that the additional 15 percent?

MR. OTT:  Ms. Girvan, I actually believe there was a CME IR on this exact matter.  If you can allow me the briefest of moments, we can pull it up.

You know what?  I was incorrect.  What we've built in here is the shareholder incentive at 100 percent targets. CME requested 150 percent, so we can provide that.  But that does not include the DSMVA.

MS. GIRVAN:  Okay.  Could you also provide me what you're seeking approval for that would be allocated to rate 1, assuming the 150 percent target -- achievement, right, the maximum DSM incentive and the 15 percent?

MR. OTT:  Yes, we can undertake that.

MR. MILLAR:  So that's J6.3.
UNDERTAKING NO. J6.3:  ENBRIDGE TO PROVIDE WHAT IT IS SEEKING APPROVAL FOR THAT WOULD BE ALLOCATED TO RATE 1, ASSUMING THE 150 PERCENT ACHIEVEMENT -- THE MAXIMUM DSM INCENTIVE AND THE 15 PERCENT, the maximum scenario


MS. GIRVAN:  Okay, and I just have a clarification.  If you can turn to the same page 5 that I was looking at again, it talks about 6.6 million in overheads.

Now, if I go to undertaking JT1.35, what it says there is that the overheads are 7.45 million.  So I'm just wondering what -- if that's an addition to the amount that we just saw.  Maybe you could clarify that in the undertaking?

MS. OLIVER-GLASFORD:  Sure.  What this is showing us is in 2015, as we know, it's rollover approach, so we did have the opportunity to build from ground up.  So that amount would be covered within the budget that you see there.  So the 7.45 would be captured within the total DSM budget.  We will aim to --


MS. GIRVAN:  Okay, that's great.

MS. OLIVER-GLASFORD:  -- encapsulate it in there.

MS. GIRVAN:  If we go back again to our original budget that you are seeking approval for, what this assumes -- and if you can turn to the next page, it assumes this 1.8 million in residential resource acquisition costs.

So what we -- and if you look down below, you will see residential deep savings, and that your 100 percent target for that program is 762 participants; correct?  That's what you're seeking approval for, is that target?

MR. LISTER:  That target is the result of the rollover, yes.

MS. GIRVAN:  That's what you’re asking the Board to approve?

MR. LISTER:  Yes.

MS. GIRVAN:  So from what I understand -- and I know that it’s a difficult situation and that we're in the middle of a year, and it is a transition year.  But this has all changed, and you had the discussion with Mr. Shepherd where what you’ve done in order to facilitate more participation in that program is you've moved -- you’ve added the 15 percent that is available to you through the DSMVA, you've moved 30 percent from somewhere else, and you've got participants, I think, exceeding 5,000, something like that.

MR. LISTER:  Yes, the discussion we were having with Mr. Shepherd was that, you know, in this instance, we ran out of budget for that particular program, because it's so successful, after the inclusion of a targeted 15 percent for DSMVA and moving -- I don't think it's quite 30 percent, but we availed ourselves of that opportunity.

MS. GIRVAN:  But you are still seeking approval of the budget on the previous page?

MR. LISTER:  Yes, we're seeking approval for the budget as per the rollover conditions, yes.

MS. GIRVAN:  Could you also provide me -- and you can do it as a separate undertaking, or part of the other one -- given you know what's actually happened in terms of transferring that money into the retrofit program, what is the new allocation that's going to go to residential customers.

And I'll tell you what my concern is.  My concern is -- and we can make submissions on this later, but my concern is that you're asking approval in rates of a particular circumstance and budget allocation, and cost allocation.  But we already know that doesn't reflect what's actually happened.
 And there could be a significant variance that could have to be collected, say, in 2016, at a time when you're also increasing the budgets significantly.

MR. LISTER:  It's a fair point to say that the duration of the year may not exactly reflect how the plan is set at the beginning, and of course that's a condition in every DSM year, which again prompted us to proactively try and work with stakeholders to get our heads around this.

I think we can provide the undertaking to reflect what the current outlook would be for cost and rate allocation.

MS. GIRVAN:  So on the same basis as I asked for it before, assuming the maximum incentive is achieved, assuming the 15 percent, and how you've reallocated amongst all the different program areas.  Can you do that?

MR. LISTER:  Yes.

MS. GIRVAN:  Okay, thank you.  Is that the same undertaking or a --


MS. LONG:  I think that should be a new undertaking.

MR. MILLAR:  Let's call that J6.4.

UNDERTAKING NO. J6.4:  enbridge to provide its current outlook for cost and rate allocation

MS. GIRVAN:  Okay, if you could turn to page 3 --


MR. POCH:  Madam Chair, sorry to interrupt. I'm wondering if it would be helpful for the Board, if that's going to be updated, if the company could also provide what the additional TRC benefits are, how that has changed for that group as well, just so we have the whole picture.  Sorry to interrupt, Ms. Girvan.

MR. OTT:  I guess we're asking ourselves, and perhaps we're asking the Board as to how important it is to have that, just because there is a relative difference in complexity between the original undertaking as discussed and that new proposition.

MR. POCH:  Really, it is just a question of being helpful to the Board.  I'm in your hands.

MR. LISTER:  Our concern is that we would not be able to produce that in a very timely fashion.

MS. DUFF:  I do have one clarification, Ms. Girvan.

In the two undertakings that you’ve requested, you’re looking for a fully loaded cost.  Is there any other cost, other than the --


MS. GIRVAN:  I think included in the -- low-income is also included in that.  So it is the full allocation of rate 1 of everything, sort of what you're seeking for in terms of allocation to rate 1.

MR. OTT:  To put it another way, the maximum scenario is what I think I’m hearing.

MS. GIRVAN:  Exactly, thank you.  So if you turn to page 3 of the -- I guess page 4 of the Exhibit B, tab 1, schedule 3, I just want to get your position on this, and I think it's pretty clear.

You are saying that your sort of vision of the rollover scenario results in a shareholder -- maximum shareholder incentive of 11 million for 2015?

MR. OTT:  That's correct, our read -- and perhaps we can turn up section 15.1 of the DSM framework.

MS. GIRVAN:  Yes, I think it’s in this exhibit on the first page.


But I just wanted to clarify that's your sort of read of that, despite the fact that the Board has capped it at 10.4 million going forward.

MR. OTT:  Certainly our view is that the framework on page 37 reads that the gas utilities should increase their budgets, targets, and shareholder incentive amounts in the same manner as they have done throughout the current DSM framework.

From 2013 to 2014, we did increase our maximum shareholder incentive by 2 percent.  So we have taken the Board's direction in that regard, and escalated the 2014 value by 2 percent as well.

MS. GIRVAN:  Okay.  If you can turn to page 4 of the same exhibit regarding 2015, at the bottom under paragraph 7, this talks about the scorecards, and it says:
"While it may appear that some of the 2015 scorecards tend to under-weight the community energy retrofit offer, given the level effort, and spending, and success with this offer in 2014, the targets also include an over-weighting of the commercial and industrial CCM target.

Then you go on to say that it would be inconsistent with the transition and prejudicial at this late stage to set the -- for any of the 2014 targets which have been rolled over and now adjusted.

So my question is really, we've talked about the community energy retrofit program, and your target was 762 for 2015, but we know that you've already achieved over 5,000.

Why would it be prejudicial?  I'm trying to understand that.

MR. LISTER:  Yes, our view there was -- if you just turn back a few pages in that same exhibit, I think we describe in various places what leads to us that ultimate passage that you just read, so starting at paragraph 3 on page 2, we state at the bottom:

"It would not have been practical nor appropriate from the perspective of ratepayers and utilities that important determinations in respect of budgets and targets be delayed at the conclusion."

So we're simply saying that we got the framework very, very late in the day.  And we couldn't have appropriately set budgets and targets in that -- whatever it was, week before the beginning of 2015.

We then go on in paragraph 5 to say that:

"Further, unless all of the program offers and all of the targets and their metrics are fully considered and adjusted, then Enbridge submits it is inappropriate to only adjust seven.  Enbridge did work extensively with intervenors with a view to attempting to reach an agreement for the purposes of proposing a budget and targets which are most reflective of historical achievements.  There was simply insufficient time to complete discussions."

MS. GIRVAN:  I'm aware of that.  I've read this.

MR. LISTER:  Yes.

MS. GIRVAN:  But I just want to just clarify that, even though we have better information now, it is not appropriate to reset that target.

MR. LISTER:  In our view it is not appropriate to reset targets, you know, post -- especially post mid-year of the current year of DSM application.

MS. GIRVAN:  Okay, thanks.

So if we turn to -- I've got some questions around the 4.92 million, and Mr. Shepherd asked you several things about this this morning, so it sounds like what you did is -- and I think he captured it -- is that the Board said you could spend up to 15 percent in 2015 to pursue some guiding principles, so you decided you are going to spend -- you want to spend the full 15 percent.  Did you consider spending less?

MS. OLIVER-GLASFORD:  We considered what would be appropriate and what would be necessary in order to meet the priorities and goals of the framework and to create a transition plan for the utilities to a much greater level of spending in 2016, and in that process we built from the ground up what we would see as ideal.

That amount added up to an amount larger than 4.92, and then we worked to bring it back down to the 4.92.  Certainly we didn't go in with the aim of doing that exercise from ground up or targeting some lower amount.

MS. GIRVAN:  So you just felt that you needed to spend the full amount.

MS. OLIVER-GLASFORD:  I think we ideally would have liked to have spent more, but with the guidance we brought that back and saw some key elements that we thought were necessary in order to create an appropriate transition plan for the utility.

MS. GIRVAN:  Okay.  And I would say that the majority of this will be allocated to rate 1; is that correct?  The home health record, part of the IRP, the potential study, the Green Button initiative?


MS. OLIVER-GLASFORD:  I mean, certainly, the My Home Health record would be in that -- is the largest component.  The other pieces would be spread across the various rate classes.

MS. GIRVAN:  Can I make sure that these costs are also going to be included in the undertaking?

MR. OTT:  Absolutely.

MS. GIRVAN:  Okay, great, thanks.  So can you just help me where you're at with the home health record?  And someone may have asked about this before, but I'm not sure, where you are to date with that program?  What's going on?  Give me an update.  We can wait until panel 2 if you want, but...

MS. OLIVER-GLASFORD:  What I'll probably do is give you a quick piece --


MS. GIRVAN:  Okay.  Yeah.

MS. OLIVER-GLASFORD -- and then I think it would be appropriate to get --


MS. GIRVAN:  Yeah.

MS. OLIVER-GLASFORD:  -- into more questions with panel 2 --


MS. GIRVAN:  That's fine.

MS. OLIVER-GLASFORD:  But at this point, in order not to miss the lost opportunities, Enbridge has committed to proceeding with the initiative so that we didn't miss the 2015-16 heating season, otherwise we wouldn't start to see results until 2017, and we thought that was a huge missed opportunity for our customers in the province.

MS. GIRVAN:  So have you contracted with OPower to help you deliver this program?

MS. OLIVER-GLASFORD:  Yes, that is correct.

MS. GIRVAN:  And was that subject to an RFP?

MS. OLIVER-GLASFORD:  No, it was not.

MS. GIRVAN:  Okay.  Thank you.  So again with the Green Button initiative, I think Mr. Shepherd briefly touched on this, but you really don't know exactly what you're going to be spending.

MR. PARIS:  Correct.

MS. GIRVAN:  Okay.  And just to clarify again, Mr. Shepherd I think -- and we had this discussion at the technical conference, but you want to be able to take this 4.92 million, whatever you don't spend, and spend it in a future year?

MR. LISTER:  I believe -- well, we said specifically is -- I think the short answer is yes.  However, the qualification is that that is not a condition that really exists for all the components within the 4.92.

In other words, OPower is very binary.  It's a go, and it's 2.65 million.  Other of the components, such as Green Button, we're seeking approval for the 300,000, and we now know, because it's much later in the year, that that may not be fully complete this year.  At the beginning of the year, of course, we anticipated that it would be.

MS. GIRVAN:  But it might be something less; right?

MR. LISTER:  It might be something less.

MS. GIRVAN:  Okay.  So how do you propose to account for these costs that you are proposing to carry over?  Is it through the DSMVA?

MR. LISTER:  I think the only mechanism that is available to us would be the DSM CEIDA, C-E-I-D-A.

MS. GIRVAN:  Okay, but isn't that related to achievement of savings?

[Witness panel confers]

MR. OTT:  Sorry, just as a matter of clarification, the DSMVA would be the mechanism used for these costs specifically, because the incremental budget is funded, technically speaking, through the DSMVA just as a raw accounting mechanism.

MS. GIRVAN:  But the DSM roles would have to be changed, because it relates to the achievement of savings, and some of these don't bring forward any savings.

MR. OTT:  The company took its guidance on this matter from the DSM filing guidelines, which were revised for 2015.

MS. GIRVAN:  Okay, I'll have a look at that, but I'm just saying that the DSMVA may have to change, if this is your proposal to bring forward costs like this.

MR. OTT:  Certainly our understanding is that the DSMVA has changed in the filing guidelines, and I can just -- if you are going to look back I can give you a page number.

MS. GIRVAN:  That's okay, I'll be able to find it.

MR. OTT:  Very well.

MS. GIRVAN:  Okay.  So I wasn't sure -- I haven't -- I didn't get through the full transcript, but is there anywhere on the record your views explicitly on the recommendations made by Mr. Neme and by Synapse?  This is something that was asked for with respect to Union, and I just wondered if you've done that.


MS. OLIVER-GLASFORD:  We did agree to an  undertaking --


MS. GIRVAN:  Okay.

MS. OLIVER-GLASFORD:  -- for Mr. Quinn, so we will be producing --


MS. GIRVAN:  For both Mr. Neme and the Synapse?

MS. OLIVER-GLASFORD:  The undertaking was just for the Synapse responses --


MS. GIRVAN:  Okay.

MS. OLIVER-GLASFORD:  -- but certainly we could --


MS. GIRVAN:  Okay.  That would be helpful for you to respond to Mr. Neme.

MR. MILLAR:  Will that be a new undertaking for the Mr. Neme portion of the --


MS. LONG:  I believe so, because you've not previously given that undertaking to respond to Mr. Neme's recommendations --


MR. MILLAR:  Okay --


MS. LONG:  -- but you are agreeing to do that now.

MR. LISTER:  Yes.

MR. MILLAR:  Let's mark that as J6.6.

MS. LONG:  Thank you.

MR. MILLAR:  I'm sorry, it's 6.5.
UNDERTAKING NO. J6.5:  enbridge TO RESPOND TO MR. NEME'S RECOMMENDATIONS.

MS. GIRVAN:  Okay.  And if -- just briefly, I note that you are increasing your budget significantly over the next five years, so in 2015 you are starting at 37.7, and you are moving to 2020 to 82 million; that's correct, right?  So how does your senior executive team decide whether those budget levels are appropriate?  Did they say you can increase it as long as we ensure that ratepayers are going to fund it as much as you want in order to achieve savings?  Was there some sort of specific process that they undertook in terms of assessing the reasonableness of those budgets?

MS. OLIVER-GLASFORD:  I think we really used the framework as our primary guidance in this matter, as to what the appropriateness was of the budgets and bill impacts.

Certainly over time, there have been discussions about size of budgets and, in the past, Enbridge has been amenable to larger budgets.

MS. GIRVAN:  Okay.  I don't believe that you've undertaken any specific surveys with your customers regarding DSM offerings, regarding participant versus non-participant issues.  You haven't done any of that, have you?

MR. LISTER:  I'm not sure if I'm addressing your question, or if your question means something else, but yes, we have.

We filed those in the body of evidence, and I can tell you where they are.  I believe they're filed as part of -- no, that's not it.  I believe they were in response to CCC 3.

MS. GIRVAN:  Okay.  But I don't think you really discussed participant versus non-participant.  You've never talked to your customers about that?

MR. LISTER:  Well, again, we had the conversation yesterday, I believe with Mr. Poch, on our views around the non-participant, and our view was that the Board was very clear in establishing how it considered the budget impacts for non-participants.

In fact, so much so that that became the basis on which the Board determined what the budget guidance should be.  And I read a quote into the record that basically summarized that --


MS. GIRVAN:  Yes.  My question was about have you engaged your customers.

MR. LISTER:  We have not.

MS. GIRVAN:  Okay, thank you.

MR. LISTER:  We have engaged our customers -- I want to be very clear on that -- and we did file some documentation to that.  We have not engaged non-participants.

MS. GIRVAN:  Okay.

MR. LISTER:  But I would invite you to ask that of panel 2 as well.  Some of the program managers there might be able to talk more directly and specifically to that.

MS. OLIVER-GLASFORD:  And just as a point of clarification, the residential panel that we did survey consisted of participants and non-participants.

MR. LISTER:  Thank you.

MS. LONG:  Ms. Girvan, just before you move on, I'd just like to seek some clarification of something that you said, Ms. Oliver-Glasford.

I'm not sure that the question Ms. Girvan asked was actually answered when she asked about senior management oversight.

I believe your answer was that senior management was amenable to larger budgets, but can you -- I understood the question to be more one of process, in that you know, did they review this budget and how was that done.

MS. OLIVER-GLASFORD:  Certainly we had an opportunity to share with them what we saw, in terms of directionally where these budgets might go, given the draft framework that we saw.

And so they had an idea and were -- I would characterize it is a supportive for that direction, and planning against that direction.  Is that more --


MS. DUFF:  Well, let me expand upon that.  The corporate process is to approve any O&M budget for any department.  Is that not consistent with the process for the DSM budget?  Is there a difference?

MR. LISTER:  No, there's no difference.  We created a proposal -- our team created a proposal that was very much in line with the framework, as we saw it.

We took that to senior management, we discussed with them, and they provided their approval.  That's very similar to the O&M and capital processes that we have as well.

MS. DUFF:  Thank you for that clarification.

MS. GIRVAN:  Just a couple of more questions.

As part of your normal marketing budget, do you take undertake fuel switching initiatives -- so moving people off of electric heat to gas, moving people off electric water heaters to gas?

MS. OLIVER-GLASFORD:  No, that would not be part of our DSM program.

MS. GIRVAN:  But is it part of your normal marketing within the company?  Do you not pursue fuel switching initiatives at Enbridge?

MR. LISTER:  Certainly in the past, we've had what we call non-com or non-customers on main campaigns to try and connect customers to gas, and we've had -- additionally, we have had system expansion efforts at various times in the past, seeking to expand our natural gas infrastructure reach.

I'm not sure where that is now, or what activity is undertaken now, but --


MS. GIRVAN:  Wouldn't it be cost effective to be doing that?

MR. LISTER:  Yes, I think Enbridge, as a natural gas distributor, is interested in expanding its network, and the benefits of natural gas to more Ontarians.

MS. GIRVAN:  But you can't tell me if you are actually doing fuel switching right now?

MR. PARIS:  There is not currently any campaigns in place where we're offering that.  We have in the past, but right now there aren't any.

MS. GIRVAN:  You don't do it under your normal --


MR. PARIS:  I wanted to clarify.  I mean, customers do get switched if they request it.

MR. LISTER:  It is certainly not a DSM initiative --


MS. GIRVAN:  No I realize that.  I just wondered if you did it in the context of your normal marketing activities, because it seems to me it would be very cost effective.  Okay, thank you.

One other question, and someone may have asked you this, but with any of your program areas, did you consider an RFP approach?  The idea that I'm thinking of is you want a certain number of savings, you want to achieve certain savings in a particular sector, and have companies bid on getting these savings for you.

Did you pursue any of that?  Instead of Enbridge doing it, just putting it out there saying we want to achieve X savings in this particular commercial sector?

[Witness panel confers]

MR. LISTER:  If I understood your question correctly, no, we don't really -- to my knowledge, we have never sort of handed over the reins and said go deliver this.

We'd certainly subcontracted some work in various instances, for example, low income.  And again, if you have further questions on that, I'd invite you to ask that of panel 2.  But to my knowledge --


MS. GIRVAN:  Have you ever done sort of an RFP approach, where you say we want this number savings from this sector, tell us how much?

MS. OLIVER-GLASFORD:  Are you asking -- like a FIT initiative?

MS. GIRVAN:  Sort of, yes, like that type of approach.

MS. OLIVER-GLASFORD:  No, we've never undertaken that sort of approach.  I don't have any specific references, but certainly notionally, my understanding is that that hasn't been hugely successful in other jurisdictions, and it hasn't been an approach that has appeared to work for energy efficiency.

MS. GIRVAN:  Okay.  Just one last question.  So for a non-participant on Enbridge's system, what are the overall benefits of your program?

MR. LISTER:  Well, there are -- there may be many benefits.  Certainly, over a long period of time, one could consider the reduction in overall gas demand to be of benefit to all customers.

There are societal benefits as well, and those benefits are captured in the TRC test.

MS. GIRVAN:  But no direct benefits?

[Witness panel confers]

MR. OTT:  I think quantification is certainly difficult, Ms. Girvan, in that we very much believe, and certainly the TRC test and in particular, the 15 percent non-energy benefit adder would --


MS. GIRVAN:  No, it's the TRC benefits that you are saying --


MR. OTT:  Those would be what we view to be the most concrete benefits.  There are benefits to society.  There is certainly the non-energy benefit -- the 15 percent adder would imply that the Board might agree that they are difficult to quantify.

MS. GIRVAN:  No, I understand that.  Thank you very much.  Those are my questions.

MS. LONG:  Thank you, Ms. Girvan.  Mr. Brett, are you ready to proceed?

MR. BRETT:  Yes, I am, Madam Chair, good morning.

Cross-Examination by Mr. Brett:


MR. BRETT:  Good morning, panel.  My name is Tom Brett.  I represent the commercial building owners in your franchise.

I want to start with a question, just a general background question. Ms. Oliver-Glasford, you -- in the period -- in sort of the run up to the establishment of the framework, DSM -- the current DSM framework by the Board, Enbridge sought the Board's guidance as part of that process as to what a reasonable budget would be; correct?

MS. OLIVER-GLASFORD:  Yes, that is correct, through the working-group process convened by the Board last summer --


MR. BRETT:  And the Board responded -- in its framework the Board responded and did give you that guidance; right?

MS. OLIVER-GLASFORD:  Yes, that is correct --


MR. BRETT:  And you followed that guidance in making your submission; correct?

MS. OLIVER-GLASFORD:  We --


MR. BRETT:  It's --


MS. OLIVER-GLASFORD:  -- took that, you know, very seriously in our planning efforts --


MR. BRETT:  Yeah.

MS. OLIVER-GLASFORD:  -- yes.

MR. BRETT:  Now, the Board -- in the framework the Board did say on a couple of occasions -- you don't have to turn it up, I don't think, but they'd said at a couple of occasions that you're free -- that Enbridge or Union is free to come in and propose a different budget, a different plan.

Do you want to have a chat, or do you want to just -- let me ask my question, okay?  The Board did say you were free to come in and offer a different budget, but they said you'd have to defend it in terms of -- with evidence, and I think they made a remark at some point that the hearing process might be more expedited if you didn't do that, but you did have the option to come in with a different budget.

Now, you chose not to do that; correct?  You did not  -- you did not take advantage of that offer.  And my question is:  Why?  Why did you simply follow the guidance that the Board had given?

[Witness panel confers]

MS. OLIVER-GLASFORD:  In our planning process, as I explained yesterday morning, contextually, we looked at what we had been achieving in the past.

MR. BRETT:  Right.

MS. OLIVER-GLASFORD:  We looked at what the market trends were, what our market potential study told us, what our various stakeholders were telling us, and had a number of different views to balance.  We also looked at that Board guidance and took that very seriously in our planning, but we did build notionally a ground-up budget, not measure by measure, but certainly offer by offer, and that led us to a very similar place, perhaps not exact, but a similar type of range of budget level.


So it seemed to us that our plan did balance that -- all the different stakeholder requirements, the Board's guidance, and what was achievable or appropriate to do in the marketplace.

MR. LISTER:  Just to add to that response, you know, in reviewing the framework it was also our view that the Board took quite a bit of time to consider how to structure its budget guidance when it heard from a variety of interested parties from, I believe around September through December, so we didn't feel it necessary to bring that back to the Board.  They deliberated and they provided that guidance.

MR. BRETT:  Okay, do you have the capacity internally in Enbridge, in terms of manpower and anything else that's required, to actually implement a larger budget?  You -- or would you have to -- and if you -- well, that's my question:  Do you have the capacity to implement a larger budget than you have?

MS. OLIVER-GLASFORD:  I think --


MR. BRETT:  Say 10 percent larger?


MS. OLIVER-GLASFORD:  It's a fair question, and I think there's two ways to look at that question.  We could increase our budgets and simply put more incentive money towards the projects we're already doing, thereby not increasing the need for capacity, if you will, simply putting more money to support projects, initiatives, or we could do more of what we're doing, keep the incentive levels the same, and that would require more capacity.

I think at the margins if we're talking a 5 or 10 percent, yes, that's probably doable.  Beyond that it would require more ramp-up, and I think we would just be a little bit cautious, because, you know, it would be -- we do have highly trained staff, especially in the industrial and commercial areas, and it does take time to either recruit those people or train them.

MR. BRETT:  So it is not something you'd do -- it's not necess -- if you took the second option, it wouldn't be necess -- wouldn't be something you could do overnight; there would be some ramp-up time?


MS. OLIVER-GLASFORD:  I think if you are speaking about 10 percent, I think you could do it fairly quickly, but anything more than that, yes, I would characterize it is not being overnight.

MR. BRETT:  And we had a -- on the -- if you could just turn up for a moment, it's B, tab 1, schedule 3, page 17.  It's a discussion of pilot projects, and it really is in the context of your collaboration with the electrics.

If you look at paragraph 32 there, it talks about conversations you've been having with the LDCs, and you mention at about the second -- third full sentence:

"Enbridge is supportive of this approach."

That is, the idea of using pilot projects to sort of feel out and demonstrate by trial and error, if you like, how you would work with the LDCs; right?  And as I read this, you're saying you're supportive of that.  You say:

"However, pilots may well end up being characterized by comparatively high costs for comparatively low verified results."

Now, you would agree with me that that's sort of a -- that's a characteristic of pilot projects and demonstration projects; right?  You're not -- you don't do them to get large results; you do them to show that in a realistic commercial context you can have a program that might, in the future, get very good results?

MS. OLIVER-GLASFORD:  That is certainly the hope, Mr. Brett, yes.

MR. BRETT:  Okay, and you then go on to say:

"The company cannot commit to these collaborative endeavours using its existing DSM budget, which is already constrained."

So -- and you say that at the same time as your budget does contain, I believe in each of the years, a million dollars for collaboration and pilots; right?

MS. OLIVER-GLASFORD:  Yes, exactly, and the reason that the collaboration innovation fund was put in place was particularly for that purpose, and it was seen as most acute in 2015 when we were dealing with a rollover budget.

MR. BRETT:  Right, and so it may be, for example -- I don't know whether this is -- it may be the case that if -- when you begin to study and pursue collaboration, close collaboration, with the ED -- with the LDCs in a practical way, that the LD -- that the gas company, Enbridge, may need more money for pilot projects; I mean, that's a possibility, isn't it?  Over and above what you've just said, what you've got now?

I'm thinking about your comment that you can't commit to these collaborative endeavours using the existing DSM budget, so I take it from that that if you were going to run a sort of a serious regime of pilot projects with LDCs, you would require additional funds above -- or you would need to -- I suppose the alternative would be you would have to displace some other element of your program going forward, but if you don't -- if you leave the other part of the program as it is, if we assume for the moment that it is a fairly sound program, you would need additional funding.

MS. OLIVER-GLASFORD:  Mr. Brett, is your question:  Would we need more than the $1 million collaboration --


MR. BRETT:  Yes.

MS. OLIVER-GLASFORD:  -- innovation fund?

MR. BRETT:  Yeah.  Yeah, I'm saying I think it's more because you made this statement in here.  But your budget already includes a million, so I inferred from that that you must need more -- would need more if this approach were going to really be fully developed with the LDCs.

MS. OLIVER-GLASFORD:  Yes, I think the reason that we did put in a million -- as I’ve said, the situation was acute and brought up because of what we’re dealing with in 2015, of course, with pilots and different initiatives that we’d like to participate in.

It is hard for us to know moving forward -- and I think I spoke about this a little bit with Mr. Shepherd yesterday, late in the day -- that we can't predict with any certainty how many, you know, pilots are going to be developed through the LDCs, how many things may bubble up through other means towards that collaboration innovation fund.

My understanding of how the electric process is working is that these pilots would then lead to tweaks or changes to the province-wide programs that are in place.  So, I suspect that those pilots, over time, will lessen in number.  However, it's hard for us to predict.

So we hope that they're successful and that we're able to use the full amount towards collaborative and innovative programs, but certainly we don't know with any certainty.

MR. BRETT:  Just while we're on the topic, do you have any pilots operating now with the LDCs or -- right now?

MS. OLIVER-GLASFORD:  Yes, we have several underway, and several more in discussions.

MR. BRETT:  Can you give us an example?

MS. OLIVER-GLASFORD:  One that we have -- I think there is an IR reference, for example -- I don't know if any of my panelists are able to find that.

But one of the particular examples that's already been mentioned by Minister Chiarelli at an Electricity Distributors Association conference was the work that we're doing with Niagara Power on a joint pilot for hotels and motels in the Niagara region.

MR. LISTER:  Can help jump in and help the response there?

The reference was at tab 11, Board Staff 30, and there, Mr. Brett, you will find a description of four different examples at the time the response was prepared.

I believe the hotels and motels might have been after that.

MR. BRETT:  Okay, that's fine.  I can look that up, thanks.  Now, in BOMA 5, we had asked you really to estimate -- we said:

"Please provide an estimate of the savings and budget had the Board DSM framework allowed for $3 a month impact for a typical residential customer."

And did you that, actually, and we appreciate that.  You worked it out, and that table on BOMA 5 shows that over each of the years, right?

And if you actually set that table against your own evidence that is in Exhibit B, tab 1, the very beginning of your evidence -- maybe it's not so simple.  Just give me a moment here.

I want to -- I'm looking for the actual --


MS. OLIVER-GLASFORD:  I think you are talking about B1, page 2?

MR. BRETT:  I’m talking about B 1, schedule 2, yes, page 2 of 26, where you lay out your plan and your budget, and that's at 2 cents -- $2, roughly corresponding to $2 per month for the residential customer, right, in rough terms?

MS. OLIVER-GLASFORD:  For the years 2016 to 2020, yes.

MR. BRETT:  Right, and in the response to our interrogatory, you can see the results if you use not $2 but $3, and what you -- you can see that you have a substantial increase in the savings.

I guess one question I have is the increase.  If you look -- if you work out the arithmetic, the increase in the budget seems to be -- it varies a bit from year to year, but it seems to approximate -- in other words, approximate the increase in the savings perhaps a little less in some years.  In other words, an incremental dollar of budget doesn't get you always an incremental dollar of savings, although it seems to come reasonably close.

I haven't done detailed math on this; there is no regression analysis.  This was my high-level arithmetic, which is simple arithmetic -- which is the only kind that I can understand.

But in any event, is that anything to take note of, or is that just the way this fell out?  In other words, you would -- and I must say we appreciate you doing this.  You did some analysis to come up with these savings numbers that would result from these increases in budget.

Can you speak to that, or do you have that analysis?

MS. OLIVER-GLASFORD:  Sure.  I spoke to it a little bit yesterday with Mr. Poch.

MR. BRETT:  Right.  I'm sorry, I didn't have a chance to read Mr. Poch's questions.  I'm sure they were very good, but maybe you could just summarize it.

MS. OLIVER-GLASFORD:  Sure.  In our sensitivity Analysis, we had initially determined that -- you know, we took an approach.  We had a cost effectiveness -- a dollar for CCM, or a dollar for participant, and in order to address the fact that you do not get one more output with one more dollar spent, that there is a non-linear relationship there, we introduced a decay factor, and we did so on the entire base of the savings.

MR. BRETT:  This was on your sensitivity analysis?

MS. OLIVER-GLASFORD:  On our sensitivity analysis.

MR. BRETT:  And you used the same -- I don’t mean to interrupt, but just so I’m clear, you used the same method in answering our interrogatory as you used in your sensitivity analysis in the evidence?

MS. OLIVER-GLASFORD:  Correct.  So we recognized that there was a threshold, and Mr. Neme also identified that in his report, and we did so also in responding to your IRs.

So in doing so, we addressed just the incremental amounts and applied that to K factor, to the incremental values.

MR. BRETT:  Did you indicate what that was?  When you say -- as I recall your -- I don't want to go too deeply into this, but I'd like to just pause on it for a moment.

As I recall your sensitivity analysis, you didn't simply escalate everything --


[Witness panel confers]

MR. BRETT:  As I recall your sensitivity analysis, you didn't escalate everything pro rata proportionally.  You analyzed what could be scaled-up, and you had two versions.

I think you had 125 percent and 150 percent, this is in your analysis.

MS. OLIVER-GLASFORD:  Correct.

MR. BRETT:  But you picked out -- excuse me, I'd like to you just let the witness hear my question, okay.

You picked out certain programs and escalated them. So I guess the question is -- you said a K factor.  What is that, and how did you use that?

MS. OLIVER-GLASFORD:  Sorry, just to -- my panellist was flagging for me that in this particular scenario, we actually did a straight -- a straight increase.  We did actually take a linear increase for this particular example.

MR. BRETT:  Replying to the IR, to our IR?

MS. OLIVER-GLASFORD:  To this IR is a linear example.  It is the ED.7 and 8 where we did the incremental approach.

But in those instances of ED.7 and 8, just for clarity on the record, we took a decay factor of every 9 percent increase in budget resulted in an increase in savings, and that was taken on an incremental amount for those two IRs, which are T3.EGDI.ED.7 and 8.

MR. BRETT:  Now, in picking those numbers, 9 and 4 percent, you had some analysis backing that up?

MS. OLIVER-GLASFORD:  We used a chart from our potential study as our basis for how the relationship would be, so we just needed something to give us a sense of what that relationship might look like.

MR. BRETT:  This is from the Navigant study?

MS. OLIVER-GLASFORD:  It is.  It is table 5-19, if memory serves me correctly.

MR. BRETT:  Okay.  So your analysis -- your underlying analysis really you use the Navigant study.

Just while I'm on it -- this was to come later, but I think it's better to ask it now -- you do mention elsewhere in your evidence, I believe -- and I'm not sure I can call it up, but I'll ask it anyway.  You mention that -- the idea that you put forward is that you increase -- as you gradually increase the size of your program, you get less savings per dollar spent.  I mean, I think you introduced the idea of a kind of a declining curve, which sounds like what Navigant is saying here as well.  Is that...

MS. OLIVER-GLASFORD:  Yes.  That's correct, and that is consistent with our historical data from 2012.  I think even before that.

MR. BRETT:  Is that historical data, is that -- have you -- has that been presented in that way, showing, in other words, the decline in savings per dollar spent in these various programs?  Is it true, for example, of all programs or just certain ones?

MS. OLIVER-GLASFORD:  I'm not sure we've got exactly what you're looking for.  We do have a reference which gives you some perspective, which is T2.EGDI.CME.5.

MR. BRETT:  Okay.

MS. OLIVER-GLASFORD:  So that does address part of it, yes.

MR. BRETT:  Okay.  I'll have a look at that.

Now, just a couple more questions in this area.  I take it in any event you'd agree with me that the program that you put forward over the six-year period, whatever its merits, it does not address all cost-effective available energy efficiency; correct?  I'm not saying that it should, I'm just asking you to confirm that it does not.


MS. OLIVER-GLASFORD:  Confirmed, it does not, and I think there is an IR response to BOMA in that regard --


MR. BRETT:  Yes, I think there is.  I think it might be one of ours, and I think you -- my question then is, going from that, have you made an analysis of how much cost-effective energy efficiency there is in your franchise at the moment?  In other words -- well, let me just add a little point -- introductory point to that.  As you know, in the Minister's directive, March 26th directive, he makes it clear -- and you've probably been asked this many times, but at section 4(ii) of the directive he says:

"The DSM framework shall enable the achievement all cost-effective DSM."

Those are the Minister's words.  Now, later the Board puts a number of glosses on that, but the Minister's words are as I stated; right?

MS. OLIVER-GLASFORD:  I don't disagree with those --


MR. BRETT:  All right.

MS. OLIVER-GLASFORD:  -- words.

MR. BRETT:  And so the question is, you know, how much cost-effective generation -- how much cost-effective energy efficiency is there in the franchise?  Is that -- do you have -- have you studied that?  Is that...

MS. OLIVER-GLASFORD:  In undertaking a potential study there are a few steps that happen in a potential study.  The first one is to identify all technically achievable savings --


MR. BRETT:  Right.

MS. OLIVER-GLASFORD:  -- so if you change your magic wand, everything goes to the most effective or efficient --


MR. BRETT:  That's sort of the starting point --


MS. OLIVER-GLASFORD:  -- boiler, building, and then the next stage is to then pare that down into all economically -- or the economic achievable --


MR. BRETT:  Right.

MS. OLIVER-GLASFORD:  -- and that would capture all of the cost-effective DSM available in the marketplace.

MR. BRETT:  Now, You've done that?

MS. OLIVER-GLASFORD:  That would be in our potential study.  Correct.

MR. BRETT:  All right, and have you then looked at -- have you then looked at -- given what you've been told about the cost-effective -- the amount of cost-effective energy-efficiency potential, not technical, but economic, because the Minister is talking about economics, right, how long would it take you -- how many years would it take you with a budget of this level, reaching the targets that you've set out in this plan, have you looked at how many years it would take you to reach that amount of savings, or could you give me a rough estimate?  You haven't done it --


MS. OLIVER-GLASFORD:  I'm not sure that I can provide you an answer, because that opportunity is always changing.  With innovation in the marketplace and new things, there will always be new opportunity to achieve energy efficiency, you know, to smaller and smaller marginal amounts, presumably, so I'm not sure that I can give you the answer you're looking for, Mr. Brett, but certainly we could have more of a discussion on the potential study at panel 4, if that would...

MR. BRETT:  Yeah, that might be helpful.  You know, you would agree with me, I think, that, you know, cost-effective is a broad -- there's a -- would you agree that cost-effective energy efficiency covers a fairly broad span?  Something can be very, very, very cost-effective or just a little cost-effective.

MS. OLIVER-GLASFORD:  Correct.

MR. BRETT:  But still meet the cost-effectiveness test.

MS. OLIVER-GLASFORD:  Correct.

MR. BRETT:  You would also agree with me that, although technology is changing, you could do snapshots at particular points in time.  I was asking about at this point in time, given the current technology, given what we know is out there, what that number of years would be.  And I can follow that up with panel 4.

MS. OLIVER-GLASFORD:  Sure.

MR. BRETT:  Okay, well, that's one of the issues that I wanted to -- I'm only going to really deal with two areas here, because I think that there will be -- I may deal with three, but I'm going to -- I have my time limit here, and I want to deal next with this question of measurement of savings.

If you've read the transcript, you -- this is an area that we discussed with Union, and I suppose, you know, in the framework the Board -- one of their priorities in the framework, as I understand it, was the -- that EGD -- that the utilities should implement DSM programs that are evidence-based and rely on detailed customer data.

Now, do you agree that that -- when you say something's evidence-based, that there is a kind of a bias in that statement toward trying to make the best measurement of the savings achieved that you can?

[Witness panel confers]

MR. LISTER:  Certainly in the terminology used there "evidence-based" can be, I think, interpreted or applied in many different ways.  "Evidence-based" could apply to a very specific, rigorous, and accredited model.  "Evidence-based" could mean metered savings or some other function of measurement of savings.

And we have programs across the spectrum that do each -- that are measured in each of those different ways.

MR. BRETT:  Yeah, I want to go through these programs with you fairly quickly.  I notice they're -- what I'd like to know from you is, for each of these programs, which are the ones where you end up measuring the savings?

Now, when I say "measuring the savings", just for clarity, I mean metering the savings.  I don't mean estimating the savings before the fact, or projecting savings, or guessing at savings.

We don't guess at savings, but I mean metering the savings, okay, just for clarity.  That's just for your benefit.  Now, what I want to do, I don't want to discuss that in the abstract at the moment.  I want to just take you through your programs and ask you which ones you do measure savings for.

I notice that there are different ways we can do this, and I just want the most effective and quick way to get through it.

I notice in your presentation -- that I wasn't here for, but I've read on this -- 24th, yesterday, page 11, you do list each of your 22 programs.

I had another list that I had done simply by kind of going through the evidence and putting my own rough list together.  But maybe we can do a combination of the two.

As I understand it, and maybe to make this a little easier, my initial read of this is that there were two programs that I could pick out -- and I wanted you to confirm this -- where do you measure the savings.  One of them is Run it Right, RIR, and the second one is the CEM program.

In those two cases, do you actually look at the metered savings as you go forward each year?

MS. SIGURDSON:  Yes.  So, Mr. Brett, in looking at that list of 22 offers, of those 22 five use metered savings.

MR. BRETT:  Can we go through those, and tell me which are the five.  Run it Right is one?

MS. SIGURDSON:  Correct, OPower --


MR. BRETT:  Sorry, let me just see where you are here.

MS. SIGURDSON:  So that would be the My Home Health record.

MR. BRETT:  What line is that?

MS. SIGURDSON:  Line 15.

MR. BRETT:  Line 15.  So My Home Health record, that's OPower?

MS. SIGURDSON:  Correct.

MR. BRETT:  Run it Right is another one.

MS. SIGURDSON:  Correct.

MR. BRETT:  What's the next one?

MS. SIGURDSON:  CEM, so that's line 22.

And school energy competition, line 18.

MR. BRETT:  Okay.  What's the fifth one?

MS. SIGURDSON:  And the third one is small commercial and industrial behavioural, line 20.

MR. BRETT:  Just so I understand, the small commercial and industrial behavioural, is that like an industrial design program, or a design program for new construction?

MS. SIGURDSON:  That would be similar to My Home Health record, but for commercial and industrial.

And if Mr. Lister would like to add to that?

MR. LISTER:  The answer, Mr. Brett, is no, it is not a new construction program.  It is a behavioural program, as Mr. Sigurdson just said, much like My Home Health record where small commercial or industrial customers are given specific benchmarking materials about customers that are like them, as well as opportunities to participate in DSM programs, identification of where they might improve their savings.

So again, this one is conducted by OPower, and it is measured by metered savings for a group of customers relative to a control group of customers.

MR. BRETT:  So this is in the nature of -- in the nature of Union's residential mass program, essentially, right?

MR. LISTER:  I'm --


MR. BRETT:  That's not a very good question.  Let me go back and be more precise.  What you're doing there, and I take it what you're doing in OPower, My Home Health record, is you are providing a package of information to a control group, and then you're measuring the -- I'm speaking at a high-level here now, and we can drill down a bit on this.  But you are measuring the savings that that control group realizes, metered savings -- when?  In the subsequent year?

And you are comparing that to a similar group, a similar group that didn't get that material.  Is that how those work?

MR. LISTER:  Yes, I think generally --


MR. BRETT:  The reason -- I just want to clarify -- I just want to make sure I understand the nature of it.  When I think of -- let me just make one other little preamble.

When I think of projects, I think of retrofit projects.  That's my background, large commercial projects in industrial plants, commercial buildings, institutions like hospitals, schools and universities, and also deep savings projects where you go one by one in the residential sector.

Now, I think what I'm hearing is -- not what I’m hearing.  I know already, but I’m hearing a little more about it.  Tell me how these two things were compared to that.  I call these mass projects; is that right?

MR. LISTER:  I’m sorry, mash?

MR. BRETT:  Mass, M-A-S-S.  You broadcast information to out to a hell of a lot of people, and you mass their energy savings down.

MR. LISTER:  There are details provided in both programs actually in their offerings, in Exhibit B2, schedule 1 –-

MR. BRETT:  I just want to understand how you measure the savings.  I don't care about all of the -- I just want to understand how and when you measure the savings, and how does that work vis-à-vis -- I mean, this is sort of like a market research effort.

How do you do that?  How do you measure the savings?


MS. SIGURDSON:  So at a high-level -- and I think panel 3 would be better to speak to the details of the actual offer -- but it does use billing consumption data to inform the customers, so similar to the My Home Health offer where you are getting a sample of buildings that actually implement the operational behavioural versus not.

Hopefully, that helps you in terms of the --


MR. BRETT:  It does, and just tell me again, you send out a package of information, Ms. Oliver-Glasford?  Is that correct?

MS. OLIVER-GLASFORD:  Yes, we would send information to those customers.

MR. BRETT:  How many customers are you sending it to, approximately?

MR. LISTER:  For the My Home Health Record program, we are targeting, I believe, 500,000 customers in -- I'm sorry, let me just find it.

MS. OLIVER-GLASFORD:  500,000?  Okay.

MR. LISTER:  We are targeting to end by 2020 at 1.35 million customers.

MR. BRETT:  So that's a wide participation and you are going to send out a tranche of this material each year over the next five years, are you?

MR. LISTER:  Yes, we've propose a ramp-up period.  It is not exactly linear.  I think what we've proposed is 500,000 to a million, and then a two-year wait, and then up to 1.35 million.

MR. BRETT:  Did you start it this year in 2015, or are you starting it next year?

MR. LISTER:  We have included, as part of our incremental budget proposal, to start the OPower, My Home Health Record program this year.

MR. BRETT:  So you send them out, and then when do you measure the results?  When do you actually -- you send out material to the customers that show them what they're consuming.  I assume you give them some suggestions on how they could reduce this.

When do you actually measure the results of what's happened, in the previous -- in the subsequent year like -- or should I be asking this sort of a thing to panel 3?

MS. SIGURDSON:  Yes, I think that would be appropriate.

MR. LISTER:  Sir, if I could correct that.  Sorry, it's panel 2 that would be the appropriate panel to address that.

MR. BRETT:  And you don't really -- you yourselves don't have information on when you measure these savings that you're hoping to achieve?

MS. OLIVER-GLASFORD:  My understanding is it's a one- year delay, but I want didn't to speak out of turn.  But the panel members on panel 2 know this program much more intimately.

MR. BRETT:  I understand, you have experts on the thing coming up.  Okay.

So you've told me what -- which of these five programs are -- there are five programs out of the 22, can you give a rough notion of what percentage of your budget that constitutes, those five programs?

MR. LISTER:  I don't know if we could do that sitting here.  We would be happy to provide that by way of undertaking.

MR. BRETT:  That would be helpful.  I'm thinking budget, and then forecast savings.

MR. LISTER:  I think we can provide that, yes.

MR. MILLAR:  J6.6.

UNDERTAKING NO. J6.6:  enbridge to provide, with respect to the five programs, a rough notion of what percentage of the budget they constitute


MR. BRETT:  Okay, thank you.  Now, then in the -- I'd like you to turn up BOMA number 9.  And --


MS. OLIVER-GLASFORD:  Could you provide us with the tab, Mr. Brett?  That's how -- our binders have two different --


MR. BRETT:  Oh, sorry, Exhibit I, tab 2, EGDI.BOMA.9.

And at the risk of launching a discussion on this, I just -- I have just a few questions.  We talked about this, I think, at the technical conference, but I have a few questions following along from your response here in BOMA.9.  And you -- well, first of all, in the evidence, we regard this as a very important answer in some ways.  We asked you -- in your evidence you can see a quote from your evidence there at the beginning of this, and you talked about whether it's easy to measure how -- measure -- measure natural-gas reductions and then how problems -- how complexities can enter into this measurement, and we're not too sure we understood what you were saying there.

I guess the question I have there is, do you agree with me that -- that really, best practices for energy efficiency gains would indicate that they really come from a combination of better monitoring of actual consumption, better-informed maintenance, and selective replacement of equipment with more efficient equipment, with the emphasis being on, all of these parts have to work together.  In other words, these don't -- to get the maximum impact you need to combine best practices, best operational practices, and I'm -- let me just caveat this thing.  I'm speaking about commercial, institutional, and industrial customers, for the most part.  They are a huge part of your franchise consumption; right?

MS. SIGURDSON:  Correct.

MR. BRETT:  And so they're very important.  Their consumption, combined, I think is in excess of the residential consumption in your franchise area, right, if you combine large C&I and small C&I, I think your tables show that.

MS. SIGURDSON:  Correct.

MR. BRETT:  So my question is:  Do you agree that that's how you get best results generally?

MS. SIGURDSON:  So in terms of determining gross savings, in terms of best practices, there are typically three different approaches one can take.  And our portfolio utilizes each of those three methods.  You could have deemed savings, you could have statistical analysis, or you can have measurement and verification --


MR. BRETT:  Yeah.

MS. SIGURDSON:  -- so what we have is three offers, and I say three because Run it Right, CEM, and OPower are the ones that are -- the metrics are CCM, so I'm going to focus on those three for a moment, but --


MR. BRETT:  Sorry, which -- the OPower is the residential --


MS. SIGURDSON:  Correct.  So the --


MR. BRETT:  -- is what I call the broadcast programs, and what are you saying is the method you're using there, statistical?

MS. SIGURDSON:  So I'm saying -- no, no, so that one is in terms of using metered or billing analysis.

MR. BRETT:  Right.

MS. SIGURDSON:  But those three, the reason I'm calling those out is the metric that we're using is CCM.

MR. BRETT:  Right, you are measuring CCM.

MS. SIGURDSON:  Correct.

MR. BRETT:  But you are measuring initially -- you're -- sorry, you are measuring CCM in the year, right?

MS. SIGURDSON:  That's correct, and that's the metric on which our incentive --


MR. BRETT:  Right.

MS. SIGURDSON:  -- is based.

MR. BRETT:  No, okay.  I understand.  Okay.  So let's just -- building from that, you'd agree with me that -- well, let's take a case of a -- one of the programs where you do measure by way of meter, and that would be -- in the sector I'm referring to now, commercial and C&I, that would be Run it Right and Comprehensive Energy Management; right?  Those would be two of them anyway.

MS. SIGURDSON:  Two examples --


MR. BRETT:  Now, in Run it Right, you have a -- I don't want to get you too far into the weeds of the program, but essentially in that case you've assembled a group of buildings and you are going to offer them certain services, energy management services, and you're going to measure the results of that?  Is that, in rough terms, what's happening?

MR. LISTER:  In very rough terms, yes, again, in -- for the Board's -- at the Board's convenience, that program is described in Exhibit B, tab 2, schedule 1.  It's about finding behavioural or operational saving opportunities, whether it's different ways of running their current equipment or identifying opportunities for upgrades to existing equipment or how they run their shifts.  It can be anything and everything related to how they use energy --


MR. BRETT:  I understand.  And you have -- what I'd just like to focus on a bit is, you offer this advice -- or it's offered by a consultant, a third-party consultant, or a combination thereof.  When do you -- and you measure the savings when?  At the end of the first year?  Because I understand it is a one-year program at the moment.

MS. SIGURDSON:  Yes.

MR. BRETT:  So you measure the savings.  So you get -- effectively can -- you have a profile of what the building consumed prior to offering this service and what it's consumed after they've been doing this for a year; that's the basic idea?

MS. SIGURDSON:  Correct.

MR. BRETT:  Okay, and as part of that program are they free to introduce a retrofit of a -- equipment retrofit as part of that?  In other words, you would -- let's say you have your energy manager advisor, and he helps them look at their operating practices and the like, but then he suggests, well, we should get -- you should replace your boiler.  My question is then:  What happens there?  Is that -- that gets measured as well, I take it.

MS. SIGURDSON:  Correct, yes.

MR. BRETT:  Okay.  So you're able to measure the overall impact of that experience, of that advice?

MS. SIGURDSON:  That's what we're attempting to do, yes.

MR. BRETT:  Okay.  And with CEM, how -- is it a similar process?  The CEM --


MS. SIGURDSON:  Similar, yes.

MR. BRETT:  But it would -- the CEM's open to industrial, commercial, institutional customers, all of those?

MS. SIGURDSON:  Correct.

MR. BRETT:  Above a certain size?

MR. LISTER:  In a way it would character --


MR. BRETT:  Am I into the -- I'm into the weeds a bit here, right?

MR. LISTER:  Well, no, at a very high level, I think the difference between the CEM or Comprehensive Energy Management and Run it Right is -- you are exactly right.  It is for more complex facilities, perhaps larger facilities.  Perhaps it would include operations, gas for use in operations, so the distinction is really -- it's more complex facilities.

MR. BRETT:  Right, but in each -- are you measuring each year through the term of that CEM program?

MS. SIGURDSON:  Yes.

MR. BRETT:  In other words -- so it would be in place for, say, the five years of the term, and you would measure the results on a year-by-year basis, so you would be able to see the progress.

MR. LISTER:  Yes.  Yes.

MR. BRETT:  Okay.  Now, you have a -- you do run a number of pieces of your -- and some your programs, let's take the custom commercial or the custom industrial, numbers 1 and 2 here, or your number 4, commercial and industrial prescriptive fixed incentive.  You run those -- you measure in those cases, in those programs, perhaps some others, but as I understand it -- correct me if I'm -- or if I'm wrong -- you measure -- effectively what you do there is you predict what the savings will be.  You forecast the amount of savings that the customer will get by introducing, say, a new boiler of a certain type, and you discuss with Mr. Shepherd and others over the last few days these various lists and how the amounts have changed, and all of which is -- which is helpful.

My question is a bit different.  First of all, you do -- I'm right about the fact that you forecast, based on this list of assumptions or list of inputs if you like, that have been previously approved by the Board; right?

MS. SIGURDSON:  So for the custom industrial, we use our E-tools.

MR. BRETT:  Sorry?

MS. SIGURDSON:  We use an Excel-based process tool called E-tools.

MR. BRETT:  And you are basing it somewhere along the way -- well, I'm not much of a computer person, but you are getting that input from lists prepared by engineers of what the likely savings will be if this kind of equipment is installed, right?

MS. SIGURDSON:  Right, so based on ASHRAE as well as some billing data.

MR. BRETT:  Okay, fair enough.  Now, my question is this: Do you do any analyses -- and I'll do it in two parts because I'm getting kind of close to the end here.

Bu do you do any analysis of your own that compares the actual results of those projects, the actual consumption after the completion of these projects, as compared to what the consumption -- what the baseline, what I'll call the baseline consumption is.

Do you do any of that?  I don't think you, do you?


MS. SIGURDSON:  Yes, we actually do.  So for the CPSV -- I’m going to use two examples.

For CPSV, we use a 90-10 confidence level and sometimes the CPSV firms will go and do actual metering data to help verify our savings.

MR. BRETT:  Sorry, you mean a -- this is at the verification stage or the --


MS. SIGURDSON:  Yes, that's the custom projects savings verification.

MR. BRETT:  I read that, but are you -- do these engineering firms actually measure?

MS. SIGURDSON:  Yes.

MR. BRETT:  But they do it on a -- what you're Saying is -- and this was the second part of my question.  They don't do it for all of the projects, they do it for a select few as a matter of checking?  Is that the idea?

MS. OLIVER-GLASFORD:  I wouldn't characterize it as a select few.  There is a sampling methodology, which was put into place to ensure that there was statistical relevance.

MR. BRETT:  What percentage of the projects generally would receive this sort of analysis after the fact?  Like 5 percent or --


MS. SIGURDSON:  The percentage would change, depending on the year.  So there is a custom project savings verification that Ms. Oliver-Glasford was alluding to, that was established through the technical evaluation committee.

And in that, we wanted a 90-10 confidence level and, in order to achieve that confidence level, the actual sample would change, depending on the mix of offers and the projects that went through in any given year.

MS. OLIVER-GLASFORD:  Right, it is a little bit complicated because there is different strata for different sized projects, and that's how we determine how many projects.  But generally speaking, we are going for a 90-10 confidence interval, and I think that's the --


MR. BRETT:  So it is sort of based on a statistical analysis.  What you don't do is -- and I don't mean to repeat myself, but you don't actually measure the output of each of the projects.  That's not part of the project.

What you would -- let me put this another way.  You give an incentive for these projects, as I understand it, and the amount of the incentive that you give is based on an engineering estimate of what the savings ought to be if that project goes ahead; correct?

MS. OLIVER-GLASFORD:  Using E-tools, yes.

MR. BRETT:  And there is no -- having done that, apart from this -- I’ll call it a verification/audit process, you don't actually confirm by a measurement that those savings were achieved?

MS. OLIVER-GLASFORD:   I think just for clarity, the CPSV process to which Ms. Sigurdson was speaking does sample a statistically significant -- typically, you'd go for an 80-20 type of statistical variance.  We actually shoot for 90-10, so very, very high precision in terms of what we’re getting as output.

And, you know, when we look at the costs of doing these verification studies, and doing them in a manner that we do undertake them -- so using some of these deemed savings approaches for understanding, in general terms, what the savings are, then going through the verification of a statistical sample, if we were to broaden that base and look at metering for every single project, the costs would be significantly higher.

So in looking at our plan as we always do with a balanced approach, in terms of what are -- what are the best use of dollars, ratepayer dollars to ensure the best level of certainty, it seems appropriate that we've got those safeguards and those governance processes in place.

MR. BRETT:  Okay, and just a similar -- just a similar question.

If you look at BOMA 38, this would be -- I’ve got to give you the full cite here.  This is IT5.EGDI.BOMA.38.

Now this is new construction, and you have a number of new construction design assistance programs here, and you've described them in your evidence.

Now in the case -- I'm looking at the -- do you have 38 there?

MR. LISTER:  Yes, we see it on the screen, and we're just turning up hard copies.  But yes, we see it.

MR. BRETT:  So you talk about the design assistance program used from '99 to 2011, and then you -- and these would be considered -- these are considered energy transformation programs, or are they considered -- yes, they are, right?  The Savings by Design residential.  The two I want to talk about are Savings by Design Residential and Savings by Design Commercial.

MR. LISTER:  Yes, we've classified those as market transformation offerings.

MR. BRETT:  In this case, in the Savings by Design on the residential side, you say since 2012, I believe was when that was introduced -- what is the number of projects that have been completed?

I recall you saying that five projects have gone through to completion.  No, sorry, that's in commercial.

So on the residential side of Savings by Design, how many projects have you done, in respect of how many buildings have been covered?

MR. LISTER:  I can't answer that sitting here now.  I know that on panel 2, we will have our program manager and she would be able to very specifically answer that.

MR. BRETT:  Okay.  Well, I don't need the number; I'm really not looking at the number as such.

What I want to ask is -- let me ask it first with respect to the residential side of this.  This is -- at a very high level, this as program where you work with builders, right, selected builders, and you give them advice through engineers and architects, various consultants as to how they might design buildings that are in excess of current code.

MR. LISTER:  That's essentially right, and we have a specific target to achieve in accomplishing better than code.  But yes.

MR. BRETT:  Right now you're using the 2012 code, but when the new code comes along, you'll use that code.

MR. LISTER:  That's correct.

MR. BRETT:  And you're not -- you don't feel it necessary to interrupt your program to await the new code coming; you just are going to go through, keep going?

MR. LISTER:  The answer is yes, we will keep going going, or no, we don't see a need to interrupt the program.  It is vitally important that we continue to focus on new construction.

MR. BRETT:  I would have thought so.  The question is -- and we asked this in BOMA 19, and BOMA -- I guess you should really -- you can turn up 19.  That's I, tab 2, EGDI.BOMA.19.

I don't know whether you have to turn it up, but basically what we asked you -- and it is a similar question to the one I asked a moment ago.  You have these projects now.  You have -- we don't know how many houses have been designed under this program, but we can ask the next panel that.  I think it's around 500, but I could be a little off.

MR. LISTER:  It's --


MR. BRETT:  And they've been designed to certain standard, certain targets.

The question is have you done an analysis either of all of those buildings, of all of those -- I'm assuming that those buildings have been constructed, they've been built, these homes?

MR. LISTER:  For the discussion we were -- I don't want to complicate this question, but it is a multi-year program.

So yes, some homes that have gone through the IDP process have been constructed.  There are others that that are pending construction, yes.

MR. BRETT:  And my question is probably pretty obvious by now, but is, have you done any analysis comparing the actual consumption of those homes, energy consumption of those homes, either all of them or for a select -- for a sample that would compare -- will allow you to compare the results of the designs, what the designers said should happen, with what's actually happening?  We asked you that, and -- in BOMA 19, and you answered, "No, we haven't."  It would depend on specific details and the baseline and be questionable value because you could better spend the money elsewhere.

That said, I mean, the question is:  Why would you not wish to verify at some point, because you are using this as a market transformation program, you are trying to move the whole market with this kind of program, wouldn't you want to know at some point whether what actually happened on the ground was what people thought was going to happen when they designed the building?

MR. LISTER:  So that was a long question, so I'll try it this way:  The response that we have provided indicates that -- or what we were trying to indicate is that it's virtually impossible to measure, as you suggest, for a new construction building, because there's no baseline by virtue of the fact that something didn't exist and now something does exist.

So what we're saying here is, in this program, we attempt to achieve 25 percent greater than code, so a code-built home could be very different, could be run very differently, for a family of seven who's home all of the time versus a much smaller home that is a family of two or three and they take long, extended vacations.

The point is there is no relevant baseline on which to do the comparison, so our view is, that would take a lot of assumptions and a lot of effort to produce a result that is of dubious quality because of the number of assumptions that would be required.

MR. BRETT:  Sure.

MR. LISTER:  I might also indicate that throughout the Synapse report that was one of the items that we agreed with.  They themselves suggested that for new construction programs it didn't make sense to do the kind of billing analysis that you are suggesting for those very reasons.

So what we do use is a nationally accredited model that is specifically tested, it's improved year by year, experts review all of the different components.  Where there are -- it is always improved, and it's nationally accredited, so it has good value, and it is based on real statistical information.  So we use that to estimate that a home that will be constructed per some sort of design achieves an outcome that is better than code.

MR. BRETT:  In certain circumstances.

MR. LISTER:  For those participants that go through the program.  They have a menu of options, as we discussed with OSEA yesterday, on how they might choose to arrive at an outcome that is 25 percent better than code.

For example, they could construct the building in different ways, they could implement different mechanical solutions.  They could look to alternative energy solutions, if they so chose.  You know, we don't really care how they get there; the program tries to just get them there, and then they actually have to construct it.  And then once it's constructed, we do a verification that the actual construction -- constructed home in this case was constructed per the design, so we'll do specific tests to ensure that it was constructed as per the plan.

MR. BRETT:  You have information in your -- you have data as a utility on what houses that are built to code of different types, different sizes, consume typically?

MR. LISTER:  I don't sitting here right now.  Again, I'm fairly certain that the program manager for this would know that -- would know the answer to this --


MR. BRETT:  Right.

MR. LISTER:  -- and that would be panel 2.

MR. BRETT:  And I just -- finally, I guess, you use the same approach, or let's say the same measurement approach on the commercial side, on your Savings by Design commercially, which you talk about in your answer to BOMA 38.

You -- I take it the answer is the same.  I don't think you need to give me quite as long an answer, but if you could just confirm that you don't measure those -- those buildings once they're constructed.  I realize this is at an earlier stage now, but you don't measure those savings either, right?  You do the same sort of analysis that you've just told me.

MR. LISTER:  Yeah, the analysis would be very much aligned with what I've just said.  I think I'm not incorrect in saying no projects that have yet gone through an IDP have actually been constructed, just for your information.

MR. BRETT:  I was going to ask you that.  Okay.  That's fine.  Thank you, those are my questions.

MS. LONG:  Thank you, Mr. Brett, we're going to break for lunch and be back at two o'clock, and Mr. Elson, I understand you are going right after lunch?  You're next?  Thanks.
--- Luncheon recess at 12:51 p.m.

--- On resuming at  2:03 p.m.


MS. LONG:  I see a hand, Mr. O'Leary.

MR. O'LEARY:  Madam Chair, it the just a thought.  We have a difficulty with three of the witnesses on panel 4 tomorrow.

They are scheduled to be, all three of them, flying out tomorrow.  We can go the full day, but the thought occurred to me over the lunch break that in the event we felt there would be insufficient time, that perhaps if it was appropriate and you thought it was necessary, we could ask this panel to stand down after the break, start panel 4 after the break this afternoon, and then we would have whatever time we think is necessary.

Now, in talking with Mr. Millar at the break, it may be that the belief is that parties will complete their examination of panel 4 tomorrow.  I just wanted to bring that up as an option, in the event that there is a concern that the panel cannot not be completed tomorrow because we have that drop-dead timeline.

MS. LONG:  Thank you.  But they can sit the full Day?

MR. O'LEARY:  Yes.

MS. LONG:  Okay.  I've gone over the schedule with Ms. Bennett and Mr. Millar, and we feel confident that we will finish by tomorrow, based on the estimates that we have in front of us, and I'm going to hold people to their times.

So if anybody has a time that is drastically different than this, they need to communicate it to Mr. Millar by the break.  Otherwise, we'll just continue with this panel because I think we will finish panel 4 by tomorrow.

MR. O'LEARY:  And panel 4 is here ready to proceed today.

MS. LONG:  Thank you for that, and thank you for raising that concern.

I understand there was a bit of negotiation at lunch and, Mr. Smith, you are going to go next?

MR. SMITH:  If I could, Madam Chair.

THE COURT:  That's fine.

MR. SMITH:  It will be quite quick.
Cross-Examination by Mr. Smith:


MR. SMITH:  Good afternoon, panel.

MS. OLIVER-GLASFORD:  Good afternoon.

MR. SMITH:  Ms. Oliver-Glasford, would you say that your role at Enbridge is approximately equivalent to Ms. Lynch's role at Union?

MS. OLIVER-GLASFORD:  Yes.  Equivalent, yes.

MR. SMITH:  Thanks very much, so I just have a few quick questions for you.

The first question relates to something that you said during Mr. Shepherd's cross-examination yesterday, and I'll just read from the transcript.  You said:
"The shareholder incentive drives management focus and attention to achieving successful outcomes for our customers."

Do you remember saying that, or words to that effect?

MS. OLIVER-GLASFORD:  Yes, that sounds familiar.

MR. SMITH:  And then shortly after that, Mr. Lister jumped in and he said, referring to what you'd just said:
"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.”

Do you remember that, and would you agree with that?

MS. OLIVER-GLASFORD:  I think those were Mr. Lister's words, and that they do sound familiar, yes.

MR. SMITH:  And you agree with them?

MS. OLIVER-GLASFORD:  Yes, I do.

MR. SMITH:  Thanks very much.  So the only other questions I have, now that I've set the stage with that, relate to my re-examination of Ms. Lynch on the issue of the overspend.

And I don't know if you're familiar with that, so I'm just going to read you a question and then ask you a question about it, okay?  I asked:
"If an upper band target is not reasonable in Union's view, do you expect that Union's senior management will allocate resources to meeting that target?”

That was my question, and Ms. Lynch responded:
"No.  Without a maximum shareholder incentive that is considered to be achievable, it will not have senior management's attention."

So my question to you is: Do you have any reason to doubt the accuracy of that statement?

MS. LONG:  I'm sorry, Mr. Smith, are you asking the witness in the context of Enbridge's view, or what Ms. Lynch said, to confirm her opinion and whether she has an issue with that?

MR. SMITH:  The latter.  My question is about whether this witness has any reason to doubt the accuracy of Ms. Lynch's evidence on the point.

MS. LONG:  Okay.

MS. OLIVER-GLASFORD:  I would have no reason to doubt her evidence as it pertains to Union; correct.

MR. SMITH:  Thank you.  Then I'll just read one more exchange, and I'm going to have the same question with regard to that exchange.  So I said:
"Then will Union be able to achieve the maximum with the upper band at 150 percent, with an over spend of 15 percent."

And Ms. Lynch's answer was no.

Do you have any reason to doubt the accuracy of that statement, again as it pertains to Union?

MS. OLIVER-GLASFORD:  If that is Ms. Lynch's assessment of the situation with Union's experience, I have no reason to doubt the validity or credibility of her statement.

MR. SMITH:  And you, holding a similar position at Enbridge, I assume would think that she's in a position to make that statement on an informed basis.  Would that be fair?

MS. OLIVER-GLASFORD:  Yes, she's a competent individual, and so I would assume she would be.

MR. SMITH:  Much appreciated.  Those are my questions.

MS. LONG:  Thank you, Mr. Smith.  Mr. Elson?

MR. ELSON:  Thank you, Madam Chair.
Cross-Examination by Mr. Elson:


MR. ELSON:  Good afternoon, panel.  I am going to be discussing with you today some factors which we believe would justify significant growth in 2016 to 2020 budgets, to capture more of the potential cost effective DSM.

These factors complement the evidence of Mr. Chernick and Mr. Neme, which show that even with a $2 a month non-participant bill increase cap, the DSM budgets have additional room for increases.  And we will be suggesting that the factors that I'm going to be discussing with you today show that increased DSM budgets would also be good for consumers, would be consistent with government policy, and would be good for all of Ontario.

I should also add, before getting into it, for any of you who haven't been here previously that, again, my jaw is broken.  Please don't hesitate to ask me if you don't understand any of the words that I'm saying.

My questions will all relate to the following topics.  First, that natural gas DSM programs are highly cost effective.

Second, that a comparison with CDM efforts suggests that higher budgets would be appropriate and reasonable.

Third, that percentage rate impacts are relatively low and could be lower, if costs are rate-based or otherwise spread out over time.

And fourth, that DSM causes many spin-off economic benefits that are not currently accounted for.

I'll start by asking you some questions in relation to the cost effectiveness of Enbridge's DSM programs, and if I could refer the panel to our document book, and ask that it be marked as an exhibit.

I believe there should be copies on the dais, and there should be copies with the witness panel as well.

MR. MILLAR:  That is K6.1.
EXHIBIT NO. K6.1:  CROSS-EXAMINATION COMPENDIUM OF ENVIRONMENTAL DEFENCE FOR ENBRIDGE PANEL 1


MS. LONG:  Mr. Elson, is there another loose piece of paper that you want to mark as well?

MR. ELSON:  There is another loose of paper, and let’s mark that.

MR. MILLAR:  What is that piece of paper, Mr. Elson?

MR. ELSON:  This is the document entitled "Natural Gas & Electricity Conservation Compared”, and it’s a simple one-page fact sheet.

MR. MILLAR:  Okay, K6.2.
EXHIBIT NO. K6.2:  document entitled "Natural Gas and Electriciy Conservation Compared”

MR. ELSON:  If you can please start by turning to page 1 of the document book, which is K6.1.

Ms. Glasford, I understand that the 2016 to 2020 DSM budgets represent a significant increase from 2015; is that fair to say?

MS. OLIVER-GLASFORD:  Correct.

MR. ELSON:  However, I understand that you have still been able to maintain good TRC values; would you agree with that characterization as well?

MS. OLIVER-GLASFORD:  Yes, we believe we will be able to achieve positive TRC values, although obviously we can't confirm until after the year's done what the actual TRC values are.

MR. ELSON:  Of course.  And 2016, the TRC ratio for resource acquisition is 3.06?

MS. OLIVER-GLASFORD:  Correct.

MR. ELSON:  And turning ahead to page 5, can you confirm that the 2020 ratio is even more favourable at 3.35, again for resource acquisition?

MS. OLIVER-GLASFORD:  Those are the numbers we have before us, and just a reminder that our 2020 was a formulaic increase on 2019.

MR. ELSON:  And those are your best estimates at the moment?

MS. OLIVER-GLASFORD:  Correct, our best estimates at the moment.

MR. ELSON:  And that number means that for every $100 of incremental spending by Enbridge and by the consumer combined, there will be $335 of benefits created.

MS. OLIVER-GLASFORD:  Subject to check, yes, and those would include avoided gas, electricity, and water costs.

MR. ELSON:  Thank you, and that is after discounting the benefits that will accrue in the future by applying a present value calculation?

MS. OLIVER-GLASFORD:  Yes.

MR. ELSON:  And that's also after removing the impact of free riders that would have undertaken the efficiency measures even without the program; correct?

MS. OLIVER-GLASFORD:  Correct, this is net savings.

MR. ELSON:  I also understand that Enbridge's DSM programs have generated approximately $2.5 billion in net TRC benefits since 1995, and that's at tab 2; can you confirm that?

MS. OLIVER-GLASFORD:  Yes, confirmed.

MR. ELSON:  And again, that $2.5 billion is the net benefit after both the incremental participant and utility costs have been accounted for; correct?

MS. OLIVER-GLASFORD:  Correct.

MR. ELSON:  And that's a pretty staggering number, and it almost seems too good to be true, but I understand that your DSM results are the subject of significant and rigorous scrutiny and auditing; is that fair to say?

MS. OLIVER-GLASFORD:  Yes, I would characterize our review and audit as rigorous.

MR. ELSON:  Thank you.  I'll move on to a comparison with CDM, and for this discussion I'll be making reference to Exhibit K6.2, which is entitled "Natural gas and electricity conservation compared".

This is a document that I sent to your counsel some time ago.  Can you please confirm that the figures and calculations appear to be reasonable and accurate to you, subject to check, of course?

MS. OLIVER-GLASFORD:  We can confirm our data, but can't necessarily confirm the GHG emissions number, but see them before us.

MR. ELSON:  Do you have any reason to doubt the GHG data?

MS. OLIVER-GLASFORD:  No, I have no reason to doubt it.

MR. ELSON:  And if you could, subject to check, confirm that you haven't identified any issues with the calculations or any sources that you might think would be unreliable?  Are you able to confirm that?

MS. OLIVER-GLASFORD:  Subject to check, yes.

MR. ELSON:  Thank you.

And for the other participants in this hearing, I can advise that all of the sources for this document, this summary document, are excerpted in the Environmental Defence document book.

So I'd like to start with table 1.  As this table shows, the GHG emissions from natural gas consumption in Ontario are roughly four times the GHG emissions from electricity production; do you see that there?

MS. OLIVER-GLASFORD:  I can see that before me, yes.

MR. ELSON:  Now, you'll see on this table that the figures are a few years old, and there is a note below the table stating that in 2015 a significantly higher proportion of GHG emissions will arise from natural gas as compared to electricity because, one, natural gas consumption in Ontario has increased since 2010, and two, GHG emissions arising from electricity have fallen since 2013 due to the completion of the phasing out of coal power in 2014.

Would you agree with that assessment?

MS. OLIVER-GLASFORD:  We don't have new data in front of us, but generally it seems directionally accurate, yes.

MR. ELSON:  Thank you.

And now that coal has been phased out almost all of the GHG emissions from electricity production arise from natural-gas-fired power plant; is that right?

MS. OLIVER-GLASFORD:  I can't confirm that, but subject to check, perhaps.

MR. ELSON:  Thank you.  And so if that is the case, subject to check, and I believe the panel from Union was able to confirm that, in a sense, almost all of the emissions from electricity are simply a small subset of the overall emissions from the burning of natural gas in the province.

MS. OLIVER-GLASFORD:  Subject to check, yes.

MR. ELSON:  And that would be one reason why natural gas DSM is so important?

MS. OLIVER-GLASFORD:  Natural gas DSM is certainly important.  I can agree with that, yes.

MR. ELSON:  So turning back to the document, table 2 compares the average annual conservation budgets for electricity and natural gas.  Do you see that there?

MS. OLIVER-GLASFORD:  Yes, I see that.

MR. ELSON:  And subject to check, would you agree that the conservation budget for electricity in Ontario is 3.83 times larger than the conservation budget for natural gas?

MS. OLIVER-GLASFORD:  That does seem consistent with what I believe to be the magnitude difference, yes.

MR. ELSON:  Thank you.  And again, turning back to the document, table 3 compares the relative cost-effectiveness of natural gas and electricity conservation.  These are 2013 numbers and include both resource acquisition and low-income programs, and this table here shows that Enbridge's programs were twice as cost-effective as those for electricity generation, and Union's programs were three times as cost-effective as those for electricity generation.  Is that fair to say?

MS. OLIVER-GLASFORD:  Giving the mix of customers and programming, yes, that would be accurate.  It looks like that's the calculation here.

MR. ELSON:  So in sum, looking at all of these pieces of data together, would you agree that natural gas conservation budgets are roughly a quarter of electricity conservation budgets, even though natural gas accounts for over four times the greenhouse gas emissions and natural gas conservation programs are roughly two or three times more cost-effective?

MS. OLIVER-GLASFORD:  I don't disagree with your data.  I think there is probably some additional context that's required, but certainly the data doesn't seem flawed.  I think we recognize that the way that fuels are used generally is different, and so the opportunities may also be different, as well as the length of time and just some of the other market characteristics between electric and gas.

MR. ELSON:  Now, I can get into those for a moment, but I just provided a little summary.  Is that an accurate summary of the data?

MS. OLIVER-GLASFORD:  Subject to check, yes.

MR. ELSON:  Thank you.  In other jurisdictions, comparatively larger conservation budgets might be justified because electricity consumption needs to be reduced to address the GHG emissions from coal power; would that be your understanding in other jurisdictions?

MS. OLIVER-GLASFORD:  Yes, I think we're ahead of the curve in Ontario in terms of closing down coal-fired power plants.

MR. ELSON:  And so would you agree that that justification for the differential between CDM and DSM would not apply to Ontario, because it is the first jurisdiction to phase out coal power in North America?

MS. OLIVER-GLASFORD:  Sorry, would you restate your question, please?

MR. ELSON:  Of course.  My earlier question related to a justification in other jurisdictions for comparatively larger electricity conservation budgets, and that related to the need to address the GHG emissions arising from coal power.

And then my second question, which I had just asked you, is whether that same justification would apply in Ontario.  What I was suggesting is that same justification would not apply in Ontario, because there is no coal power in Ontario any longer.

MS. OLIVER-GLASFORD:  I'm certainly not qualified to speak about the policies, and what's happening and how things are evolving.

The electric conservation programs have been designed so they are cost effective, and they drive savings.  Beyond that, I can't to speak any more.

MR. LISTER:  Perhaps I could just help as well.  The proposition was that in other jurisdictions, there's more impetus to follow carbon reduction because perhaps they have much more -- they rely on natural gas for electricity-fired generation.

Certainly we can't speak to how other jurisdictions justify their carbon emission reduction strategies, DSM or otherwise.  You know, from a policy perspective, the Board has determined, in our view, how it wants to proceed.

But your logic, or the logic that you've proposed that other jurisdictions might have more impetus because of more natural gas -- or coal-fired generation, I should say, that may be the case.  Wouldn't argue with that logic.  But how it relates to Ontario is maybe a different matter.

MR. ELSON:  Now, we're currently working under a certain set of guidelines.  But of course, the Board is free to make a decision that is within or outside of those guidelines, and there's going to be a mid-term review, and things are obviously going to potentially change.

If the Board were to decide that the DSM budgets should be as high as those for CDM, would you be able to implement that while still being cost effective?

MS. OLIVER-GLASFORD:  I think I'll start to answer your question, and perhaps this goes back a little bit to what I was talking to Mr. Brett about.

Let me just start with cost effective has a few different terminologies.  It can be cost effective by TRC, total resource cost, but recognizing total resource cost does not include all costs.  It doesn't include the cost of the incentive, for example.  It wouldn't be the same as the program administrator's cost test, or any other test.

So we could spend more money.  We could continue and spend even ten-fold or five-fold, but that would go towards more money on the same initiatives, or perhaps some expanded programming.

I think our potential study is the best guide for us, in terms of the goalposts or the band of what is possible in the marketplace at a cost effective -- from a cost effective standpoint, as I think you're driving at in terms of TRC.

MR. ELSON:  Okay.  Well, thank you for that answer, and I will now move on to rate impact and some quick questions relating to that.

If you could turn to tab 12 of our document book, can you quickly confirm that the average annual rate impact for your residential customers of your 2016 DSM programs is under 2 percent?

MR. OTT:  Confirmed.

MR. ELSON:  And if you could turn to tab 13, this is a chart created with data provided by Enbridge for the undertaking referred to at the bottom of this page.

And this is a somewhat obvious point, but would you agree that your consumers are currently benefiting from historically low gas commodity prices?

MS. OLIVER-GLASFORD:  Yes.

MR. LISTER:  Yes.

MR. ELSON:  And looking at this chart, would you also agree that the bill impacts from DSM spending are much less than the impacts from the fluctuations in natural gas prices?

MR. LISTER:  Sorry, can you repeat the question?  Are you asking is there any fluctuation in gas prices?

MR. ELSON:  No.  No, I'm asking if you would agree that the bill impact from DSM spending are less than the impacts from the fluctuations in natural gas prices.

In terms of price volatility, in terms of what the consumer pays, a much bigger impact on the consumer is the gas commodity charges versus the impact of DSM?

MR. LISTER:  Certainly that's true.  The gas commodity portion is a large part of the consumer's end bill.

MS. OLIVER-GLASFORD:  In fact, it is 90 plus percent of our avoided costs, natural gas avoided costs.

MR. ELSON:  Did you get that?  Thank you.

As I understand it, generally speaking DSM spending costs are passed on to consumers roughly in the year when they were incurred, even though the benefits to both the utility and the consumer typically persist for a long time into the future.  Is that a fair statement?

MR. LISTER:  Yes, I think that's a fair statement.

MR. ELSON:  Now, I know that you do not propose that DSM spending be rate-based.  But would you agree that rate-basing of DSM costs would help better match those costs and the benefits in time?

MR. LISTER:   I don't know that we would agree with that.  We haven't studied that particular question in depth in any way, nor has it been, to my knowledge, the subject of any public scrutiny or testing before the Board.

Certainly we're open -- the conversation I had with Mr. Shepherd this morning, we're open to engaging that discussion and debate should the Board wish to examine that more closely.  But I don't think we'd -- we can't agree or disagree at this stage.  We haven't studied it enough, I think.

MR. ELSON:  Can you think of any other ways to spread out the DSM spending, the cost of DSM spending in time to more closely match the benefits that accrue to customers, and to more closely match the treatment of supply side investments?

You look puzzled, so you can answer that by way of undertaking, if you prefer.

MR. LISTER:  Maybe we will take the undertaking.  I will start by suggesting that an investment in energy efficiency is not the same as an investment that a natural gas -- a regulated monopoly natural gas utility makes, which requires rate-basing.

So I don't know that they're comparatively the same.  So the proposition that you would match the investment with the benefits, I'm not entirely sure one could compare them equally.

We could give that some thought, and provide you an undertaking if you like.

MR. ELSON:  Thank you.

MR. MILLAR:  J6.7.
UNDERTAKING NO. J6.7:  ENBRIDGE TO think of other ways to spread out the cost of DSM spendingin time to more closely match the benefits that accrue to customers, and to more closely match the treatment of supply side investments

MR. ELSON:  However, if DSM cost costs were rate-based for this proceeding, or otherwise spread out over time, I believe that would mean that the budget could increase beyond the current level while still remaining within that $2 per month cap for this time period.

Would that be fair to say?

MR. LISTER:  I think the impact in the short term would -- you're quite right, as a matter of mathematical simplicity, yes, that would be the case.

There are many, many assumptions in that statement, in terms of accounting treatment and determining an appropriate cost of capital, and too many issues that I think anybody is yet -- has yet sort of put on the table.

I'd also point out that in the long-run, in sort of 20 or 30 years, it would mean that current -- then current ratepayers are paying for investments made today.  And that could raise issues of cross-generational fairness and such.

So again, unfortunately I have to come back to the answer that I can't agree or disagree that rate-basing DSM makes sense at this point.

MR. ELSON:  Okay, thank you.  I'll move on now to a discussion of some of the economic benefits arising from DSM economy as a whole.

And to that end, if you can refer to tab 15 of the document book?  This tab contains part of the evidence in your most recent DSM proceeding, EB-2012 0394, and it is an interrogatory response relating to a report by the Canadian Council of Chief Executives, and that report starts at page 54 of the document book, which is at tab 15 (a), and if you could turn to page 54.  I'd like to ask you to comment on a section here.  I'm going to have a couple follow-up questions, and so if I could just read for you this paragraph.  Do you see that there, to make sure we're on the same page?  Okay.

MR. LISTER:  Are you in part (a) of tab --


MR. ELSON:  Yes, the reference on the screen is the correct reference.

MR. LISTER:  Okay.

MR. ELSON:  And this is the Canadian Council of Chief Executives, and they're saying:

"Fundamentally, however, Canada needs to begin with a renewed commitment to energy conservation.  We must use existing and future energy supplies as efficiently as possible, embracing the maxim that the cheapest form of energy is the unit that is not used.  Better conservation practices will help insulate Canadians from volatile energy prices, reduce costs for public institutions such as schools and hospitals, and improve the international competitiveness of Canadian companies."

Would Enbridge agree with those conclusions?

MR. LISTER:  I think by and large, yes, those are benefits of improved energy efficiency.

MR. ELSON:  And in particular, would you agree that increased conservation can improve the international competitiveness of Canadian companies?

MR. LISTER:  Very generically, I think that's a logical conclusion to draw.

MR. ELSON:  Thank you.  And if you could please turn to tab 16, and this is another interrogatory from that same proceeding, and at tab A there is a speech by the former Bank of Canada governor, Mark Carney, and I would again like you to comment on some conclusions that he comes to in this speech, and if you could turn to page 71 of the document book.  And page 71, Mark Carney says:

"In a world where de-leveraging holdback demand in our traditional foreign markets, the imperative is for Canadian companies to invest in improving their productivity and to access fast-growing emerging markets.  This would be good for Canadian companies and good for Canada.  Indeed, it is the only sustainable option available.  A virtuous cycle of increased investment and increased productivity would increase the debt-carrying capacity of all, through higher wages, greater profits, and higher government revenues.  This should be our common focus."

Now, following from that quote, would you agree that DSM is a form of investment that increases productivity and at the same output can be created with less natural gas?

MR. LISTER:  Yes, I think that's a logical conclusion.

MR. ELSON:  And does Enbridge agree with Mark Carney that Ontario would benefit if its industries increased their investment and productivity?

MR. LISTER:  Yes.

MR. ELSON:  Thank you, if you could turn to tab B, which is another schedule for this IR.  And this is a report by Dr. Ernie Stokes of the Centre for Spatial Economics.  The report quantifies the benefits of energy-efficiency investments which reduce Ontario's natural-gas consumption, and the conclusions are summarized on page 7 of the document, which is page 81 of the document book.

And as you'll see on this page, the report found that a 16.1 percent reduction in Ontario's natural-gas consumption in 2021 would increase Ontario's GDP by $5.5 billion, would increase employment by over 30,000 jobs, would raise corporate profits by over $445 million, and would reduce the provincial deficit by over $475 million.

Now, of course I can't ask you to confirm these exact figures, and I wouldn't -- I wouldn't try to do so, but would you agree that increased DSM would have a positive impact on productivity and thus also on GDP, employment, and tax revenues?

MS. OLIVER-GLASFORD:  Theoretically, using the basis of this particular evidence which you have before us, it would indicate it may.

MR. ELSON:  And do you have any reason to doubt the conclusions in this report?

MS. OLIVER-GLASFORD:  No, I have no particular reasons to doubt it.  But certainly it's a forecast, so like all forecasts it is subject to uncertainty.

MR. ELSON:  Yes, thank you.

MS. FRANK:  Mr. Elson, could you tell us the date of this report?  When was it prepared?

MR. ELSON:  This report was prepared in April 2011.

MS. FRANK:  April  2011.  Thank you.  All of your reports are somewhat dated?

MR. ELSON:  That's correct.  My understanding, Ms. Oliver-Glasford, is that these economic spin-off benefits are not specifically factored into the TRC analysis, are they?

MS. OLIVER-GLASFORD:  My understanding is the purpose of the 15 percent TRC adder is to capture some of these very difficult-to-quantify benefits.

MR. ELSON:  Now, Enbridge has not done any analysis that would show that the 15 percent adder is sufficient to address both a reasonable value of greenhouse gas emissions and these kinds of economic spin-off benefits and other non-energy benefits, have you?

MS. OLIVER-GLASFORD:  My understanding is over the course of DSM at Enbridge there has been exploration of these additional pieces, so recently have we done a fulsome analysis?  No, but notionally we have tried to pin down various benefits over time, yes.

MR. ELSON:  So can you provide, in that case -- I didn't realize that you had -- can you provide your best estimates of whether this 15 percent adder would adequately account for these non-energy benefits, including greenhouse gas emissions and the economic spin-offs and the like?  Now, I hadn't thought you had done that analysis, so if you haven't, that's fine, but if you have, I would appreciate seeing it.

MS. OLIVER-GLASFORD:  No.  Yeah, no, we don't have a formal analysis is what I'm trying to say.  I think it's been discussed and looked at in various times.  I think it was the subject -- subject to check, I think it was the subject of the 2006 generic proceeding as well, trying to understand those benefits, because of course at that time the gas utilities were incented based on TRC values, and at that time no parties could adequately quantify those additional benefits.

MR. ELSON:  But my understanding is that you basically cannot confirm whether the 15 percent adder would address these benefits; you're not in a position to do that.

MS. OLIVER-GLASFORD:  I'm not in a position to do that, no.

MR. ELSON:  And that is not something that you have looked into since this 15 percent adder was put into place.

[Witness panel confers]

MS. OLIVER-GLASFORD:  Have we done a fulsome analysis?  No, as you can see from my presentation, we did try to give some context around a possible carbon avoidance value and how that might relate to the 15 percent.  Our belief is that would be the largest component of a 15 percent adder.

MR. ELSON:  Okay, thank you, I understand that Mr. Chernick's evidence touches on that as well.

MS. OLIVER-GLASFORD:  Yes.

MR. ELSON:  Thank you.  I have two high-level questions regarding on-bill financing, and these may need to go to panel 2, but hopefully you can help me out with them because they are at such a high level, in which case I will have no questions for panel 2, which will help with the schedule.

Your evidence states that on-bill financing proposal should be informed by "expected further communications issued by the Minister of Energy".

Have you received any communications related to on-bill financing from the Ministry of Energy since you submitted your evidence in April?

MR. PARIS:  The only direction -- not necessarily direction, but the only communication that we've received is word that the Ministry of Energy is supportive of on-bill financing.

MR. ELSON:  Is that reflected in a document that you could file in this proceeding?

MR. PARIS:  I'm sorry, could you say that again?

MR. ELSON:  Is that reflected in a document that you could file in this proceeding?

MR. PARIS:  I believe there is some documentation that -- I can't think of it right now, but I believe they have put forth some documentation regarding a plan for energy in general, but they mention on-bill financing.

MR. ELSON:  Thank you, can you put a -- make an undertaking to provide that?

MR. PARIS:  Certainly.

MR. ELSON:  Thank you.

MR. MILLAR:  J6.8.
UNDERTAKING NO. J6.8:  ENBRIDGE TO PROVIDE ANY COMMUNICATIONS RELATED TO ON-BILL FINANCING FROM THE MINISTRY OF ENERGY.

MR. ELSON:  In your evidence you refer to expected further communications.  What additional further communications were you expecting, and is this what you were expecting to receive?

MR. PARIS:  I suppose with respect to on-bill financing, we're looking for a number of things with respect to on-bill financing, not the least of which, I suppose, is a consensus amongst a wide group, many of them in here, as to whether or not that's a space that Enbridge belongs in.

But specifically, from the Ministry of Energy, we would be looking for a direction of specifically to actually complete -- to do it.

MR. LISTER:  I think to be more precise as well, we think there's a need for a very clear and distinct policy direction from the Board here.

As you may know, there is lots of historical context here.  In the past, Enbridge has been involved in financing, and we have been removed from that market because there is a competitive market.

As well, in the past, or since that time, we have tried to reintroduce financing, and the Board said that's not a proper space for the regulated utility.

So you can understand that we're a little bit sort of apprehensive to go too far without a fulsome policy review.

MR. ELSON:  My next question was going to be when would you have an on-bill financing proposal for the Energy Board's review.

MR. PARIS:  So we're still looking into over -- we're looking over some of the barriers that are inherent in any financing option, many of them I'm sure you're aware of.


So we are in the process of -- I believe we outlined it in our plan, of investigating the opportunities for that.  I can't say for certain when we would actually have one ready.

But as Mr. Lister has said, I mean we've delivered in the past, so --


MR. LISTER:  I think we could certainly commit to having something prepared for the mid-term review, at the very least.

MS. LONG:  Mr. Lister, I'm sorry, do you draw any distinction when you're talking about on-bill financing, Enbridge being the backstop to the on-bill financing, or on-bill financing being that there is a program in place, let's say, where there's $5 million as a backstop for a program?


When you're talking on-bill financing, are your comments with respect to one of those two options, or as a whole?

MR. LISTER:  Yes, good question, and let me be clear.  I'm thinking about -- my responses are geared towards Enbridge backstopping the financing.

I believe that we are -- our system is we have an IT expert on panel 2, and he could answer, I think, more precisely.

But I believe our CIS system has the capability to allow third party financing on the bill, should we go that direction.  But I was specifically talking about Enbridge backstopping the financing, yes.

MS. LONG:  Thank you.

MR. ELSON:  Now, if you were to go to a route where there was competitive procurement of third party financing, would that be in a similar timeframe?

MR. LISTER:  Again, I think we'd want to engage our IT witness on that discussion, but I think it could be accommodated.  I am tempted to say right now that it could be accommodated in time for a mid-term review.

MR. ELSON:  Could do you that faster than a mid-term review?  Because that is a couple of years away from now.

MR. LISTER:  I'm sceptical of -- I just don't know the answer to that without further investigation.

We could -- to that particular question, we could endeavour to provide you further thought through undertaking, if you'd like.

MR. ELSON:  That would be helpful, and if you could specifically provide an undertaking which would advise us when would be the earliest time that you could have a proposal for on-bill financing to the Board, and when the earliest would be that this program could be implemented.

MR. LISTER:  We could give both of those items consideration in the undertaking.

MR. ELSON:  Thank you.

MR. MILLAR:  J6.9.
UNDERTAKING NO. J6.9:  ENBRIDGE TO ADVISE WHEN WOULD BE THE EARLIEST TIME THAT IT COULD HAVE A PROPOSAL FOR ON-BILL FINANCING TO THE BOARD, AND WHEN THE EARLIEST WOULD BE THAT THIS PROGRAM COULD BE IMPLEMENTED

MR. ELSON:  I am almost complete.  I will ask you now to refer to tab 17.

At tab 17, there is an undertaking response relating to the benchmarking jurisdictional analysis undertaken by Navigant for Enbridge.

We asked you to reproduce this analysis using only the jurisdictions where the achievement of all cost effective DSM is mandated, and I'd like to refer you to one of the responses and ask you to comment on it.

And so if you could turn to page 88, what we have here is Enbridge in comparison to other jurisdictions where the utilities are mandated to implement all cost effective DSM.  And as you can see here, this shows that Enbridge was far below jurisdictions with an all cost effective DSM mandate, in terms of DSM spending as a percentage of revenue.  Do you see that there?

MS. OLIVER-GLASFORD:  Yes, we see it.

MR. ELSON:  And would you agree that the figure shows that DSM spending as a percentage of revenue was roughly four times lower than those utilities that are required to implement all cost effective DSM?

MS. OLIVER-GLASFORD:  Yes, that's what it's showing.

MR. ELSON:  And now, this is Navigant’s analysis. Would you agree with this conclusion as appearing here?

MS. OLIVER-GLASFORD:  If we look at just this one particular factor, clearly it's accurate.  But I would say it doesn't give us the whole picture as to what we are achieving with the dollars spent.

You know, we don't -- in this particular one and -- I think Mr. Ott has a specific example in mind, but we don't have the full picture of what we've achieved for the dollars spent.

MR. ELSON:  And I think what you're saying is the TRC ratios are very high, that you are providing a very cost effective program.

But my question relates specifically, in terms of DSM spending as a percentage of revenue, and you don't have any reason to disagree with his chart, is that right?

MR. OTT:  I certainly don't think that we have a reason to disagree.  I think we were just going to point out the following few pages of your compendium, which show the overall savings in that same year as a percentage of sales and the cost of savings on a dollar per cubic metre basis.

So again, not disagreeing at all with the budget analysis you put forward.  We just wanted to point out this half of the equation as well.

MR. ELSON:  And I didn't mean to suggest that your programs were sub par, because obviously they're not, and obviously that is not our issue.

The issue I was trying to ask you to comment on is if it’s also your understanding that your budgets are comparatively significantly lower.

Is this a fair statement?

MR. OTT:  When compared directly to Massachusetts, that is a fair statement.

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

MS. LONG:  Thank you, Mr. Elson.  Mr. Millar?
Cross-Examination by Mr. Millar:


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

Good afternoon, panel.  My name is Michael Miller, counsel for Board Staff.

I have sort of a grab-bag of issues, so forgive me if I'm jumping around a little bit.  I'm going to start with something we've already spoken about a fair amount, and that's the target adjustment factor.

Helpfully, Mr. Shepherd has covered many of my questions on this, so I don't think it will take too long. But let me just go over a couple of items with you.

First, if we look back to the Board’s DSM framework that is providing guidance at least for this proceeding, would you agree with me that although there is certainly statements in the framework about setting targets and things like that, it does not speak to updating those targets.  Is that a fair statement?

MR. OTT:  I think it's he a fair statement that the framework does not speak to updating targets -- beyond the mid-term review, that is.

MR. MILLAR:  That's fair enough.  And currently, you do not have a target adjustment factor; is that right?

MR. OTT:  That's correct.

MR. MILLAR:  So I'd like to look back at what happened in your previous plan term, and how you were able to manage things without a target adjustment factor.

So just to confirm how things would have worked in, say, the 2012 to 2014 period, to the extent that there were any changes to input assumptions that were found either by the auditor or through the technical evaluation committee, those would have impacted results of the program year being evaluated, is that correct?

MS. SIGURDSON:  For those years, Mr. Millar, there were no net-to-gross study updates, boiler baseline study updates, and the technical reference manual is something that had been issued post as well.

MR. MILLAR:  I am having just a little bit of difficulty hearing you, Ms. Sigurdson.

MS. SIGURDSON:   For those years you were referring to, we did not have what we would consider potentially very large impact studies, evaluation studies such as net-to-gross, boiler baseline study, as well as the TRM manual.  Those first set of input assumptions that were updated through the TEC were filed in March of this year.

MR. MILLAR:  Understood.  There were some changes to input assumptions, is that right, between 2012 to 2014, or were there none?

MS. SIGURDSON:  There were some, but nothing in order of magnitude of what we know is coming down the line.

MR. MILLAR:  Okay.  I was going to get to that.  But to the extent there were some, and I understand they were minor, you didn't have a target adjustment factor, so I guess you just had to live with the results; is that how it worked?

MR. LISTER:  I think that's fairly accurate, Mr. Millar.  I'd also just point out because you appear to be drawing a distinction between the two time frames that the -- in each year of 2012 to 2014, the targets were the product of a settlement, so they were actually revisited each year.

MR. MILLAR:  Okay.  Thank you for that.

Okay, so if I've heard you correctly, the reason that this has become more important to Enbridge now than it was previously, though I've heard what you said about the settlement agreement, is there is a couple of documents on their way down the pipe that may actually impose material changes to input assumptions; is that right?

MR. OTT:  I think that's a fair characterization.  I would just point out -- and I believe we might have said this at a prior point in time on the stand.  This has always been a concern for Enbridge, and I certainly know that we raised it in our October 15th submission on the draft DSM framework, and I believe that we raised it in discussions leading up to the 2012 guidelines as well.

MR. LISTER:  Just to highlight, Mr. Millar, as well, the concern is not just that there are potential material studies coming forward, but that specifically targets will not be re-evaluated as they have been in the past through some sort of annual reset or settlement, so the Board has been clear that this is a six-year plan going forward, and so we introduced the mechanism as a way to ensure best available information can always be used, but that keeps the outcome of this particular hearing whole for the duration of the six-year term.

MR. MILLAR:  I understand that, and I think you've seen a potential risk, if I can put it that way, and you want to be insulated from that risk to some extent; is that a fair way to put it?

MR. LISTER:  I don't think that is a fair way to put it.  I think what we're trying to establish is the principle of fairness going forward.  If we're going to be asked to set a six-year -- targets for a six-year duration, based on current input assumption information that we have today, and to the extent that that changes over time, then we want -- then we are seeking to have the target suggested in the same manner as performance outcomes would be adjusted.

MR. MILLAR:  Okay, but fairness and insurance aren't necessarily mutually exclusive, so let me put it to you a different way:  Absent your target adjustment factor you would be at risk for changes to input assumptions, either up or down?

MR. OTT:  Just bringing that up or down part of the conversation into it, either the shareholder or the ratepayer could be at risk from what I would call unanticipated changes to input assumptions which, again, a little repetitive of us, but which we fear could change this balance of targets that we want to be both challenging and achievable.

MR. MILLAR:  Understood, the risk could go either way, of course, but --


MR. OTT:  Absolutely.

MR. MILLAR:  -- but the target adjustment factor eliminates that risk.  Is that --


MR. OTT:  For all parties.

MR. MILLAR:  Okay.  And Mr. Shepherd already went over this with you, at least historically updates to input assumptions have tended to lower savings; that's a fair statement?

MS. SIGURDSON:  What we've seen with the technical reference manual so far is even with these sub-docs that is we filed with the Board for March 27th we saw approximately 50 percent go up and 50 percent go down in terms of gas savings, so for example, ozone laundry, or Energy Star dishwashers, those are examples of sub-docs that have actually seen an increase in gas savings.

MR. MILLAR:  So at least with respect to the technical manual, it's more or less a wash, from what you've seen so far?


MS. SIGURDSON:  So far.

MR. MILLAR:  I'm sorry, Ms. Sigurdson, I am having difficulty hearing --


MS. SIGURDSON:  Sorry, I'm going to move closer to the mic.

MR. MILLAR:  I'm a little hard of hearing, I think.

MR. SIGURDSON:  Yes, that's correct.

MR. MILLAR:  Okay.  So you -- I understand the technical reference manual will be finished before the net to gross, or at least you know more about that.  How much of the technical reference manual do you already know?

MS. SIGURDSON:  The technical reference manual, I'd say we're about 50 percent complete.  We are expecting completion by the end of Q4, and there is a second phase to it about an online piece, and that's Q1.

MR. MILLAR:  Okay.  So you already know about 50 percent, or what have you done, if anything, to reflect the information that you do know about the technical reference manual in your current programs?  Have you already incorporated that knowledge into your program design?

MS. SIGURDSON:  So using best available information for the filing that happened for March 27th, that's formed the basis of the inputs for our multi-year plan.

MR. MILLAR:  And as of March 27th did you know about 50 percent of what was coming for the technical reference manual at that time?

MS. SIGURDSON:  No, at that time it was probably at 25 percent, subject to check.

MR. MILLAR:  Okay.  So to some extent you've already managed the risk from the technical reference manual, the information you had you've already reflected in your application at least as of March 27th?

MS. SIGURDSON:  To some extent, yes.

MR. MILLAR:  Well, you said to some extent.  You did use -- the numbers you had as of March 27th you used the most up-to-date figures?

MS. SIGURDSON:  Correct.

MR. MILLAR:  Okay.

MS. OLIVER-GLASFORD:  If I could just, Mr. Millar --


MR. MILLAR:  Yes.

MS. OLIVER-GLASFORD:  -- add one point for consideration here, and it is captured in the Synapse report, I just can't find the exact reference, but we do know there to be a significant issue in California that was as a result of prolonged debate and litigation around using best available, and hence I think the tide change that we're seeing, in terms of a best practice, to moving to best -- sorry, to keeping those inputs the same for purposes of determining the utilities' incentive, and so I just want to draw your attention to that fact.  I will find the reference for you in Synapse's report, but they do call that out as well, but it was a major issue, and I think spurred a huge degree of change in the marketplace in terms of what was considered best practice.

MR. MILLAR:  Well, thank you for that.  I expect our counsel will probably ask Synapse about that when they are on the stand.

Some questions about the net-to-gross study.  That's going to be completed early 2016; is that right?

MS. SIGURDSON:  Yes, that's correct.

MR. MILLAR:  And I understand unlike the technical reference manual, which you have some involvement in, this is being done by a third-party, and you wouldn't be privy to any of those results to date?

MS. SIGURDSON:  Sorry, I just want to go back to the net to gross for a second --


MR. MILLAR:  Yeah.

MS. SIGURDSON:  -- I was letting you finish your question there.  So for the net to gross was the status update, we did -- that project actually was on hold, and now it's moving back into the queue.  We still have to have discussions with the TEC in terms of completion date.  The earliest I would suspect it would be done would be around Q1 2016.

MR. MILLAR:  Okay.  Thank you.

MS. SIGURDSON:  So I wanted to give you a more full answer for that one.

MR. MILLAR:  That's helpful, and I think my next question was:  So far you haven't seen any of the results of that study; is that right?

MS. SIGURDSON:  No, we have not.

MR. MILLAR:  And for people who don't do DSM all the time, like me, net to gross, that's essentially looking at free riders?

MS. SIGURDSON:  Correct.

MR. MILLAR:  Okay.  Are you worried about that?

MS. SIGURDSON:  Sorry.  So that's free riders as well as spillover.  That's what net to gross --


MR. MILLAR:  Okay.  I mean, a lot of -- changes to free ridership can make big differences in program savings; is that fair?

MS. SIGURDSON:  Absolutely, yes.

MR. MILLAR:  Are you concerned about what the conclusions of this report might be?

MS. SIGURDSON:  The conclusions of the report could be up or down, again, in terms of net to gross.  And as we've seen -- and I think it's quoted in the Synapse report on page 123, the actual calculation of net energy and demand savings can be more of an art than a science.

MS. OLIVER-GLASFORD:  Just to add to that arts and science point that Ms. Sigurdson has made, you know, we spoke about confidence intervals before, and certainly net-to-gross studies have those confidence intervals, so presumably you could get a 30 percent free rider rate, which is plus or minus 10 percent or 15 percent or even 20 percent.  And those are big swings when we are talking about moving from gross savings to net savings.

MR. MILLAR:  Forgive my ignorance, how does this work in the evaluation process if there's a confidence band; do you take the middle number?

MS. OLIVER-GLASFORD:  That's my understanding, is that it is the middle, and that a confidence band would be on either side of the selected or proposed number.

MR. MILLAR:  That's interesting, but I'm not going to pursue that, because it's probably not relevant to what we're discussing today.

Okay, so you recognize that -- I think you've already said that one of the reasons you're looking at the target adjustment factor is because this net-to-gross study is coming out.  It could change your free-ridership rates, which obviously would change your savings one way or another.  Have I summarized that accurately?

MS. SIGURDSON:  The question I was answering when I was talking about those is -- you were asking why was it was not an issue between 2012 and 2014.

MR. MILLAR:  Yes.


MS. SIGURDSON:  And I was merely stating that the results of those types of studies did not impact us in those years.

MR. MILLAR:  Sorry, I didn't catch that again.

MS. SIGURDSON:  I was answering when you were asking about why it wasn't an issue for us between 2012 to 2014, and that is because we did not have the results of those studies, up or down.

And then, as Mr. Lister pointed out, that's not the main reason and focus for our TAF.

MR. MILLAR:  I understand.  But one of the reasons you want target adjustment factor now is this study is coming, and it could make big changes one way other another.  I think I've heard you agree to that.

MR. LISTER:  Yes, I think we said changes in input assumptions.  Net-to-gross is a change to --


MR. MILLAR:  Is one of the changes to input assumptions.

MS. OLIVER-GLASFORD:  And a final thought is -- you know, I think kind of expanding Mr. Lister’s point about our plan in 2012 to 2014 was the product of a settlement agreement.  We did not build our targets based on formulaic adjustments.

There was no formula built into our targets and such, so we're seeing a similar approach in this plan, where we're again setting one target.  We are not setting a formulaic approach to a target, and that makes the TAF all the more necessary.

MR. MILLAR:  Even in advance of the net-to-gross study coming out, have you -- are there ways that you can seek to mitigate your risk?

Let me just give you an example.  Free ridership rates, as we’ve discussed, is important.  I think you've said on the stand several times, and doubtless it's in your evidence, you worked very hard to screen out free riders already.  Is that fair?

MS. OLIVER-GLASFORD:  Yes, I think panels 2 and 3 can give you more flavour, but yes.

MR. MILLAR:  Given that, is it necessary to have more risk protection?  I guess I'm wondering why can't you -- are there ways -- other ways that you can seek to mitigate risk from changes to input assumptions, other than the target adjustment factor?

MR. OTT:  I guess what we struggle with, Mr. Millar, is that the most straightforward way to mitigate risk to that kind of adjustment would have been to propose a much lower target.

Fundamentally, we want to bring forward targets that we think are reasonable based on what we know today.

Really the most straightforward way that we could hedge, to use that word, would have been to come forth with a target that was lower just in case, and we didn't find that that was appropriate, and hence the TAF in this proceeding.

MR. MILLAR:  I thought you said the changes could have go either way.  Maybe you could have set the targets higher instead.  Maybe that’s a mitigation measure.

MR. OTT:  It certainly could go either way.

MR. LISTER:  I think an alternative, Mr. Millar, that you're seeking -- if I can just find the reference here. Synapse was -- I believe the Board Staff’s expert was careful to say that a best practice in most jurisdictions is to hold input assumptions constant for the duration of a multi-year plan.

They then go on to evaluate the Board's decision, or recognize the Board's decision in the past to use best available information.

So again, we say in accommodating the Board's decision, or in following the Board's decision to use best available information, and recognizing the best practice of holding input assumptions constant, you can't do both.

So in essence, Synapse seems to be saying we will have a jurisdiction that does not have a best practice.

So we see our TAF as being able to accommodate the outcome that's sought by holding input assumptions constant, for example, but does it in a way that lets us use best available information.

MR. MILLAR:  I've heard you mention Synapse a few times, including with other counsel.  Again, I'm sure those will be raised with them, but I'm going to move on in the interest of time.  So thank you for those answers.

My next topic -- just some quick questions on your budget and target setting.  There were some questions by Schools with regard to how you set your target, and then about the 150 percent to get to your maximum incentive band.

I'm not going to go over all that with you again, but he asked you some questions about, you know, how are you going to go about hitting 150 percent.

Everyone agreed it is a challenging target, and you gave him some answers to that and I think, if I could summarize it just at a very high level, and tell me if I'm wrong, you said you’re going to have to be innovative, you're going to have to be cost effective.  You are going to have to work very hard, you know, probably just to hit your 100 percent target, and even more so if you have a hope of hitting 150.

At a very high level, is that a fair summary?

MR. LISTER:  That's a fair summary.  We also concluded with Mr. Shepherd that -- I think we came to the conclusion that once in our history, we've capped out the total shareholder incentive.  So I want to just be very particular, though.

Though we may hit 150 percent by being very creative and innovative on a particular metric, I don't think we've ever experienced a year where we've hit 150 percent on multiple metrics.  I just wanted to make --


MR. MILLAR:  No, I understand.  I’m not going to ask you about that.

MR. LISTER:  -- that distinction.

MR. MILLAR:  It was more a high level.  My next question, I guess, is:  You don't just start looking to be innovative and cost effective once you get to 100 percent, right?

MR. LISTER:  Yeah, well, I think --


MR. MILLAR:  You do that all along, I assume.

MR. LISTER:  Before we get to 100 percent, we would evaluate how our program is doing and how the market is reacting, and what stakeholders think and what customers think, and do we need to make changes or any innovations in delivering the program or the offering.  So, yes.

MR. MILLAR:  In order to exceed 100 percent, you do have access to the 15 percent overspend; is that right?

MR. LISTER:  The DSM -- be careful to say variance account, yes.

MR. MILLAR:  Yes, but you're not assuming that the only way to exceed 100 percent is to access that variance account, is that fair?  You might well exceed the target without accessing that?

MR. LISTER:  I would agree that that could happen.

MR. MILLAR:  So accessing the 15 percent overspend is not the only way.  That's the question I asked and you’ve answered, so I'll move on.

Could I ask you -- you may not have this in front of you.  It is a Union document, which hopefully is available.  It's Exhibit A, tab 3, appendix E, schedule 4.

It is a bill savings by rate class chart, and I don't know if you sat through any of the cross-examination.  I think I did see many of you here in the room.  Have you seen this document before?

MS. OLIVER-GLASFORD:  This is the first I'm looking this document.

MR. MILLAR:  I know it is not your document, so please feel free to have a look.  It was raised by Mr. Shepherd, and I think some other counsel in cross-examination of Union's witnesses.

So have you seen this before?

MS. OLIVER-GLASFORD:  I hadn’t seen it before now, but I'm looking at it now.

MR. MILLAR:  I know it's not your document, and I'm not going to ask you to speak to the veracity of it -- although I don't think there is any reason to doubt that.

What it's showing essentially is the annual savings for DSM-participating customers by rate class.  Do you see that?  That's what it says on the top.

My question for Enbridge is:  Is there anything similar to this chart on the record with respect to Enbridge?

[Witness panel confers]

MS. OLIVER-GLASFORD:  No, we don't have anything similar to this.

MR. MILLAR:  Now, I recognize this is late in the day, and this was on the record for Union.  Why no one asked it, including Board Staff, from Enbridge, I actually don't know if it was by way of oversight.

So let me first ask you:  Is this the type of thing that you could prepare and, if so, at what level of effort?

MS. OLIVER-GLASFORD:  We could certainly seek to do it, if it would be helpful.  It would be a fair -- fair bit of effort and it would be highly speculative, because the rate impacts are where the actual spending occurs.

So we would have to make a lot of guesses as to where the spending did, in fact, occur.  So it would be highly illustrative.

MR. MILLAR:  Madam Chair, I am a bit in the Board's hands on this one.

MS. LONG:  The Board would like to see it.

MR. MILLAR:  So there's our answer.

MS. OLIVER-GLASFORD:  Yes, we will do that.

MR. MILLAR:  So you will endeavour to prepare something similar to Union's Exhibit A, tab 3, appendix A, schedule 4?

MS. OLIVER-GLASFORD:  Correct.

MR. MILLAR:  Thank you, so that will be J6.10.

UNDERTAKING NO. J6.10:  ENBRIDGE TO ENDEAVOUR TO PREPARE A DOCUMENT SIMILAR TO UNION'S EXHIBIT A, TAB 3, APPENDIX A, SCHEDULE 4


MR. O'LEARY:  Sorry to interrupt, Mr. Millar, can I --


MR. MILLAR:  Yes.

MR. O'LEARY:  -- just enquire, is it limited to the 2020 year or are you looking for something -- I dare ask that question, because we will obviously be --


MR. MILLAR:  Yes.  Thank you, Mr. O'Leary, this is for 2020, so I would suggest it just mirror to the extent possible what Union has done.

MR. O'LEARY:  So for that year.  Okay.

MR. MILLAR:  I think why it's 2020 is that's the highest budget, so...

Moving on, if we could turn to Exhibit B, tab 1, schedule 6, page 3.  And that's Exhibit B, tab 1, schedule 6, page 3.  There we go.  And this is just a quick set of questions on the rollover provisions you provide, and just to bring our minds into the conversation, you will see at paragraph 4, it says:

"Enbridge believes that it is appropriate to establish a new deferral account to record any amounts which become eligible to roll forward into a future year in accordance with the cost-efficiency incentive.  Where the company has achieved its overall annual savings targets, natural gas savings targets, on a pre-audit basis and the company decides to roll forward, any remaining approved DSM budget, it will record this amount in the deferral account."

Do you see that?

MR. LISTER:  Yes, we see that.

MR. MILLAR:  And my question to you, I think, is a simple one:  Why do you anticipate measuring your performance on a pre-audit basis as opposed to a post-audit basis?  I think what the follow -- is what happens if something changes through the audit process?

MS. OLIVER-GLASFORD:  During the audit process everything -- you know, we review all of the programs, they go through a rigorous process, so we can't foresee what all of those impacts are going to be, so it seems appropriate that we would plan and use this account based on what we achieved going into the audit process.

MR. MILLAR:  What if the audit showed that those numbers were incorrect?  Would you later look to change the amount that goes into the deferral account or would we just let that one go?

MS. OLIVER-GLASFORD:  Presumably we would be acting as if we had achieved those -- the targets or the amount that we've put forward for the audit -- pre-audit, and so that spending would have taken place or not taken place.

If you are asking about a situation where we would use that leftover money from the year before and go just below the threshold -- is that what you're asking about, about Mr. Millar?

MR. MILLAR:  Well, I guess there is a theoretical concern that if -- doing things on pre-audit, if the numbers change, that that could impact the amount that should go into the deferral account.

MR. LISTER:  As a practical matter as well, our experience has been, as you probably well know, the audit, not only can changes be made, but it can be up to a year later, so in effect, the deferral account may actually be meaningless if you don't find out until well over a year later that you even have the support or an approval to add that incremental amount to your budget.  In effect, it becomes not available, so --


MR. MILLAR:  So it is a timing issue.  If you waited until post-audit --


MR. LISTER:  That would be a very practical aspect to it, yes.

MS. OLIVER-GLASFORD:  I would also add, Mr. Millar, that in determining -- or looking at the framework and the filing guidelines, we took guidance from how the DSMVA was documented, and the filing guidelines, page 38(a), it had achieved its weighted scorecard targets -- i.e., 100 percent -- on a pre-audited basis for the program prior to additional spending being made on those programs.

So we really took that as the basis of our guidance on how to treat DSM CEIDA as well.

MR. MILLAR:  Thank you for that.  Let's move along.  Just a couple of quick questions about the technical reference manual that is being worked on as we speak.

Now, as I understand it, the technical reference manual is -- essentially it's replacing a previous document that had been prepared by Navigant; is that right?

MS. SIGURDSON:  Navigant, I believe, did some work on updating input assumptions as part of the 2009 work.  We filed our input assumptions each year, and so this TRM is updating the most -- or the best available input assumptions that we have moving forward.

MR. MILLAR:  Okay.  Fair enough.  My understanding was that that had actually began with the Navigant report and you've been sort of updating that as we go along?

MS. SIGURDSON:  Right.  So the TRM picked up, so it is just the next way of updating the input assumptions.

MR. MILLAR:  And you are familiar with that Navigant report; is that right?  You would have seen that, or somebody on the panel?

MS. OLIVER-GLASFORD:  Yes, I am familiar with that.

MR. MILLAR:  Okay.  And I understand that -- there was a discussion, I think it was yesterday, with GEC, and -- about this manual, and it was discussed that penetration rates or market share are not going to be included in the new technical reference manual; is that correct?

MS. SIGURDSON:  Right, I raised that that was something that was discussed at the TEC --


MR. MILLAR:  Yes.

MS. SIGURDSON:  -- where I think one of the thoughts was, could we actually include market share as part of the technical reference manual.

MR. MILLAR:  And did I understand Enbridge to think that that actually would be a good idea?

MS. SIGURDSON:  No, what we were saying is the actual market share study, that concept, yes, that makes sense separate from the TRM.  We see the TRM as a menu of sorts of all viable technology options.

MR. MILLAR:  Okay, because that information was in the Navigant study, as I understand it, and you're not now saying that you don't care about penetration rates, it's that it shouldn't be part of the technical reference manual, that it would be a separate document?

MS. SIGURDSON:  Correct.

MR. MILLAR:  Okay.  So Enbridge does think that's important information and would support whether it's a study or what-have-you to establish what the penetration rates are?

MS. SIGURDSON:  Yes.

MR. MILLAR:  Okay, you are being very helpful, and we're moving along quite quickly.

Very minor question, and this may be for panel 2 -- I'll throw it to you.  If you don't know the answer that's fine.  Some members of staff were quite interested in air-source heat pumps, and I wanted to know if, to your knowledge, air-source heat pumps are included in any of your residential or commercial programs.


MR. LISTER:  By all means follow up with panel 2, but the answer I gave to OSEA yesterday in, you know, air-source heat pumps, I had sort of lumped that in with the same answer.  It could be made available through Savings by Design, but at the customer's discretion, if that's how they chose to pursue the program, but as part of our list of gas measures, typically, no, it's not included.

MR. MILLAR:  Thank you, I think that answers the question, and I won't have to pursue it further.

All right.  Just one final area.  Mr. Smith from Union asked you a couple of questions, and I just want to make sure that I had the answers to that clear.  They were questions largely for you, Ms. Oliver-Glasford, and I think if I could summarize what he asked you was whether you had any reason to disagree with a couple of statements that had been made by Ms. Lynch in her testimony over the previous days; is that right?

MS. OLIVER-GLASFORD:  That was my understanding of the question --


MR. MILLAR:  That's what he asked you.  And you gave him an answer, and I don't mean those questions in any way critical, I just want to make sure the record is clear.  You don't work for Union Gas; is that fair?

MS. OLIVER-GLASFORD:  I do not work for Union Gas.

MR. MILLAR:  And you don't have any inside information on the motivations of shareholders or any of their inner workings?

MS. OLIVER-GLASFORD:  I cannot speak for Union Gas at all.

MR. MILLAR:  Okay.  And you may -- I'm sure you know Ms. Lynch, and nobody would disagree that she is a very competent manager, so you'd have no reason to disagree with her, but in truth you really don't know one way or another; is that fair?

MS. OLIVER-GLASFORD:  That would be fair.

MR. MILLAR:  Okay.  Thank you, those are my questions.

MS. LONG:  Thank you.  We're going to continue with Panel questions.  I don't expect that we'll be very long.
Questions by the Board:

MS. FRANK:  Just a few questions.  I'm going to carry on with some of the discussion of variance accounts that we were having a moment ago, but different variance accounts.  We'd spoke earlier today about the DSM PIDA, which is a new variance account that you are proposing; is that correct?

MR. LISTER:  That's correct.

MS. FRANK:  Okay.  And I want to understand the difference between that variance account and just the basic DSMVA; why do you need a new account, is really my basic question.

MR. LISTER:  Yes, there are good references to that.  I can't remember the tab numbers, but SEC 12, and there is an undertaking as well.  I believe it's JT1.38.  I'd have to follow up on that.

But the reason we have proposed a new variance account is to deal with a specific program that is multi-year in nature; that is, the process, the work that we undertake with the customer involves a multi-year horizon.

So they -- it is called Savings by Design, and when the program begins they go through an integrated design process, and as a result of that, they commit to building a certain number of units or commercial buildings, whatever the case might be, up to certain specifications.  And if they do, then we will pay them an incentive at the end.

But the process actually begins up to 3 or 5 years earlier, so, it creates a mismatch between when we've set the budget and when we'll actually have to make an incentive payout to the customer.

Another complication that arises is in the interim, we don't know if -- of course, we always try to achieve better than our 100 percent target, and to the extent that we do, we are not able to accurately forecast what future incentive commitment we'll have to make or that there will be as a result of, say, over-delivering on the 100 percent target -- which is, in fact, what's happened over the past few years.

MS. FRANK:  Mr. Lister, would you not say that in the normal DSMVA, that's exactly what you're capturing in terms of the exceeding your expectation, and therefore spending more money.  It’s been a very attractive program, so you spent more on it.  That portion would be consistent.

And then the other portion, in terms of you budget all the money up front, even though you don't plan to pay it out over several years, that’s just a budgeting problem.  Maybe you should budget a bit more accurately in terms of when you expect to make the payment.

MS. OLIVER-GLASFORD:  I think just in terms of -- and perhaps this is something that we are all familiar with.  I just call it out as a point of clarity.

The DSMVA is cleared each year, whereas the DSM PIDA would hold if there is amounts in it.  And this is a very new issue because it's a -- frankly, it's a leading-edge program design where we are having a program run over the course of several years.

This is brand new, so I think, you know, we've been learning how to appropriately budget those numbers.

MS. FRANK:  Clearing it every year wouldn't be a problem.  You get your money as you spend it, right?  There’s not a fundamental problem with that, is there?

MR. LISTER:  More or less, one could look at it that way.  We did address in the response to SEC 12 that that was one alternative that we considered, was to just front-end-load the budget with however much we think might actually be paid out.

And that has been done in the past.  That used to be how we would budget for this program.

But what we have seen over the past three years is a large waterfall effect, it I can call it that, where our current -- because we've been doing so well in the program, our current obligation is quite large.

And if we continue to be successful in delivering this program, we didn't think it would be appropriate for us to put in sort of our biggest budget estimate possible, only to have to return that through the VA.  But that is an alternative.  To us, it's a less preferred alternative than simply isolating this one program and the incentive payout and truing it up year after year.

MS. FRANK:  Thank you, I understand that.  I had concerns about some of your other variance accounts, but I might leave that to a later panel to talk about.  I'm concerned about the number of variance accounts and the tracking, and the multitude of effort in administration in trying to reduce those administration costs.

So let me turn to another topic area.  We've talked a lot about budgets, and you talked about doing a bottom-up exercise with budgets, and using history for both budgets and targets.

And I wanted to ask a little bit -- is that an every year exercise?  So for the whole period, you've done a bottom up for both the budgets and the targets?

MS. OLIVER-GLASFORD:  I certainly can't speak to every year, but where we've needed to, that would be how we would approach it.  So for the years of 2012 and 2013, we would have done the ground-up analysis exactly as we did --


MS. FRANK:  I'm interested in '16, '20.

MR. LISTER:  Just to qualify the answer a little bit, or to extend the answer, I suppose, and our evidence speaks to this.

We started from a very -- at a very sort of ground-up basis for all of our programs, and we assessed what we thought we could achieve.  We looked at the potential study, we looked at historically what we've been able to do, and we built up a budget and a forecast.

Then what we did was we applied some guidance from the framework and we said, okay, based on this, does it make sense in terms of where the framework is guiding us or directing us.

So we created sort of an iterative program process where we started ground up, and we looked at it top-down, and iteratively we arrived at our total proposal.

MS. FRANK:  So is there any difference in the quality of the budgets and targets between, say, '16 and '20?  Is one something you feel is more soundly based than the other?

MR. LISTER:  One that we call out is obviously the further out the horizon, the more difficult forecasting becomes, and DSM markets in particular are very fluid and every-changing.

So in fact what we did was we created that iterative process that I just talked about through to 2018, and then we assumed for '19 and '20, an escalation factor.  And then we said those targets could be appropriately measured or evaluated in -- for the mid-term review.

MS. FRANK:  Then on the same topic area, one last question.

When you looked at doing these programs -- and one of the factors, you said, was the capability of actually delivering the programs, so ramping up your ability to execute the programs.

 I heard earlier when you were talking, I think maybe to Mr. Brett about you could manage 5 to 10 percent more, but that seemed to be within your comfort zone, and beyond that less comfortable.  This ramp-up far exceed that kind of percent, between you are doing in '15 and what you're doing in ’16.

So what's your comfort level that you can deliver it?

MS. OLIVER-GLASFORD:  We certainly have a comfort level that we can deliver the plan that we have put before the Board.

 I think in that comment, I was trying to make the distinction between adding additional money towards the incentives versus doing more.  And I thought think what we did is put forward a balance on that front.  We have increased some of the custom incentives, as we spoke with  -- I believe it was Mr. Shepherd about this morning, but as well doing more.

And so we've got a year where we have a transition year and we feel that we can manage that.

MR. LISTER:  There was a specific interrogatory response that asked -- an interrogatory that asked us the same question, and our response was -- and it holds true today -- we believe we can deliver what we've proposed.  Should we need to staff-up or reorganization ourselves to accomplish as we go along and we learn things, then we'll make those adjustments, and we'll make them within the budget that we have proposed to the Board.

So we wouldn't come back as a result of finding we didn't have enough labour, for example.  So that's how we've answered it to date.

MS. OLIVER-GLASFORD:  Sorry, if I could add one more thought?

One of the things we did recognize as one of the biggest drivers of that budget increase is a program that has a lot of third party delivery agents.  So that was some of the thinking as well.  It is not all incumbent on Enbridge staff.

MS. FRANK:  Okay, one other area that -- just the last question you had about on-bill financing from Mr. Elson, and you talked about your experience, and I'm very interested in your experience.

I know you took an undertaking, but I was wondering about -- what was the purpose of your on-bill financing that you did originally?  I’m just going to ask you a series of questions and you can decide if you want to answer them directly or take an undertaking.

So why did you do it?  It was it DSM-related?  What kind of participation did that change?  Did you have a lot of customers participating, and what was the cost to deliver that?  Were there any challenges?  Were there any lessons that we could learn from doing that?

So that's my interest area.  Do you want to do that orally, or would you want to take an undertaking?

MR. LISTER:  I can try very quickly.  The experience that I was referring to was back when Enbridge had an appliance division, and there was financing that accompanied that.  And it was determined that that should be a non-regulated activity.

I think there was also a proposal made in 2007 to introduce financing as well.

But we can certainly take your questions now that we'll have the transcript, and we can provide a more concise or full answer, if you'd like, by way undertaking.

MS. FRANK:  What I’m trying to do, Mr. Lister, if there is something that would help us set the criteria for a new on-bill financing that we could learn from your past experience, that would be beneficial.

MR. LISTER:  Terrific, we'll take that undertaking.

MS. FRANK:  Thank you.

MR. MILLAR:  J6.11.
UNDERTAKING NO. J6.11:  ENBRIDGE TO PROVIDE A RESPONSE TO MEMBER FRANK'S SERIES OF QUESTIONS ON ON-BILL FINANCING


MS. LONG:  I believe Ms. Duff has some questions for you.

MS. DUFF:  Thank you, panel.  I have a few questions.  If we could turn up Exhibit B, tab 2, schedule 2, page 5, and this is regarding the process and impact evaluation budget.

Great.  Thank you, the Board issued a letter last week regarding, you know, the DSM evaluation process.  And as a result of that there are certain tasks and responsibilities that are changing from the time that you filed this application with this information.

Have you had a chance to consider which costs you will now be avoiding or not incurring in the first instance as a result of that letter?

MS. SIGURDSON:  Thank you, Ms. Duff.  As per Staff 13 we commented that we knew this governance was going to be forthcoming, and as such, we recognized that we'd need to understand what that governance entails to actually realize if we need to change some of these figures or not, so that work has not been done yet.

MS. DUFF:  Okay, I mean, eventually if the Board incurs them in the first instance, I assume they will be allocated back, so I realize, perhaps it's a zero sum game.  I was just wondering in terms of the information on here.  All right.  Well, fine, we'll leave it at that.

Mr. Poch was talking to you about avoided infrastructure, and this was right at the beginning.  It was -- you don't have to turn up the transcript reference, but in terms of the total savings that you've done, in terms of -- achieved in terms of cumulative cubic metres from 1995 to 2013, 8.8 billion, and he was asking you if there had been any measurable impact on your distribution, and I think the answer was no.  Do you confirm that?

MR. OTT:  Thank you, Member Duff.  My recollection was that the answer was that we don't know or would have extreme difficulty in quantifying that.

MS. DUFF:  That's fair enough, and in particular, because the way you plan your infrastructure it is based on peak hour, one of the -- that's one of the considerations.

MR. OTT:  Certainly that was a consideration brought forward at that time.  I believe, if recollection serves, the other consideration was our DSM programs are available franchise-wide and can take place in any given time and any given place.

MS. DUFF:  Geography.

MR. OTT:  Yeah, linking that broad spaced-out geography, which is based on annual savings to a more targeted review of projects which are based on peak savings would be a very challenging undertaking.

MS. DUFF:  And in looking at the design, doubling your budget, did you look at geography or peak hour as being two of the objectives that you were trying to achieve by the suite of programs?

MS. OLIVER-GLASFORD:  Yes, we certainly have been thinking about those issues, and that is the reason that we put so much thought into our IRP study scope and see that, as in scope for our study that would be informing the midterm review.

MS. DUFF:  Mm-hmm, thank you.  Just talking about avoided costs again, there is one quote that you surprised us with, Ms. Oliver-Glasford, you said 90 percent of the avoided costs were actually natural-gas avoided costs.

MS. OLIVER-GLASFORD:  The 90 percent of the natural-gas component are the commodity.  And I think probably we'll talk about that a little bit more with panel 4 because we have the appropriate expert there, but it's my understanding that the largest component of our natural-gas avoided costs are commodity.

MS. DUFF:  Okay, and those are accruing to the participant who participates in your programs.

MS. OLIVER-GLASFORD:  Correct.

MS. DUFF:  Thank you.  Regarding -- there is a few -- I want to talk about calendarization of your targets and your incentives, so the simple fact that your rate year is 12 months, there are a number -- I was keeping a little list of all of the proposals in which you have -- in which you can carry forward either money or expenses from one year to the next.  I was wondering if you would undertake to provide us with a complete list, so in particular, the 15 percent in 2015, you under-spend.  There is the carryover efficiency incentive, the participant incentive.  I don't know, can you do a complete list right now or is -- or can you provide that by way of undertaking?

MR. LISTER:  It would probably be helpful to take that away and ensure you have a complete answer.

MS. DUFF:  Thank you very much.

MR. MILLAR:  It's J6.12.
UNDERTAKING NO. J6.12:  ENBRIDGE TO PROVIDE A COMPLETE LIST OF CALENDARIZATION.

MS. DUFF:  I'm going to talk a minute about the home health record.  So in 2015 you are planning to spend about $2.6 million on the program to get it started because it's new.

MS. OLIVER-GLASFORD:  Correct.

MS. DUFF:  Did I hear you correctly that OPower, which has been engaged to this work for you, there has been no RFP?

MR. LISTER:  I can start.  We answered a number of interrogatories on this.  We -- there was no RFP.

At the time we evaluated OPower they were the only service provider that provided gas-only programs that have verified results for gas-only programs so we worked with OPower and we established a pilot program which recently completed, I want to say, in May of this year.

We will have a panel up that can discuss more specifically the -- what OPower is all about, but the answer still stands that, no, we did not conduct an RFP.  We got so as far as a pilot program, which was successful, and decided that the best way forward was to propose OPower as a program.

I'll also mention, it's more of interest than anything, others within Ontario are specifically looking to work with OPower as well.

MS. DUFF:  Thank you.  And looking at this program from over the 2016 to 2020 time period, if we could turn up Exhibit B, tab 1, schedule 4, page 27.  Sorry, I should have reviewed a compendium.  Exhibit B, tab 1, schedule 4, page 27.  Perfect.  Thank you.

So on the monitor there you can see the percentage of the dollars involved with the home health records, the first line of the table, and it's going from 3.9 million to the 7.21 million.

Given it's a new program, how did you justify those dollar amounts being spent, especially as a percentage of the total program budget?

MR. LISTER:  I'm sorry, the question is to justify the level of the budget spent?

MS. DUFF:  Correct, for -- in, you know, market transformation as a whole, I think that percentage --


MR. LISTER:  It rises to roughly a little probably less than 50 percent, yes.

MS. DUFF:  Yes.

MR. LISTER:  And --


MS. DUFF:  That's a huge emphasis, and I just wanted to know your rationale behind that.

MR. LISTER:  Well, okay, I can start at the beginning.  The rationale behind home health record as a program, and again we have a panel on this particular -- that can speak at a more level of granularity -- is a program that is really intended to reach the mass market.  We think it's very aligned with the direction the framework has taken us.  It specifically will result in CCM reductions, but it will have a number of other benefits as well, including, we hope, cross -- the benefit of cross-marketing other programs, generating energy awareness and consumer -- and literacy with respect to energy.

So it has a whole host of benefits that we see.  And there is a cost that is associated with that, and the cost is really associated with -- we're targeting to ramp the program up to 1.35 million customers, so it is -- it does -- it is a significant amount of our total customer base.

MS. DUFF:  Thank you very much.

MS. LONG:  Just a follow-up question on that, Mr. Lister.  Perhaps you could advise the person that is going to speak to this program on the next panel that I will have some questions about that, just the evidence that you have to show that the home health record will have spin-off benefits for other programs.  I would be interested in hearing about that.

MR. LISTER:  Okay.

MS. LONG:  And just how you are -- as Member Duff talked about, this is a significant increase and it seems that it is an untested program.  So how are you going to monitor that this actually is a success in each year, building up to what is a pretty hefty budget there.

MR. LISTER:  Absolutely, I'll make sure that the witnesses --


MS. LONG:  I'm putting you on notice that I'm going to ask those questions.

MR. LISTER:  Yes, thank you.

MS. DUFF:  And my final question is regarding a conversation that you had with Mr. Millar, it is regarding risk, risk for the utility, and the risk to the utility associated with the TRM changing, the net-to-gross study which is outstanding -- people are hanging up.

But the underlying risk to the utility, is it not that this is a six-year application and a six-year time period?  Is that the biggest risk that is underlying as a utility, or, you know, DSM initiatives that are evolving with time?


MR. LISTER:  I would say that very accurately states the risk, and I don't think we've ever had a duration that long.  And as we've stated a number of times, the DSM market is very fluid.  There are changes from year to year, so a six-year time horizon is a risk.

MS. DUFF:  Thank you.  Those are my questions.

MS. LONG:  I just had one brief clarification.  You've mentioned this afternoon a few times certain things being the subject of a settlement agreement in the last DSM go-around.

I just want to be clear.  Are you asking the Board to draw some type of inference?  Because the way that the Board views it is when parties agree to a settlement, yes, there may be trade-offs.  But parties agree to be bound by what is in that settlement, and that is the basis upon which we move forward.

So are you just stating it as a matter of fact, or is there something that you want us to glean from that?

MS. OLIVER-GLASFORD:  No, exactly as you've stated. That is exactly what we were hoping to call out by it, that we had agreed to these terms, all parties.

MS. LONG:  Thank you.  Mr. O'Leary, any redirect?

MR. O'LEARY:  Madam Chair, I had several issues that were addressed ultimately through the questions asked by other parties, so we have no redirect.

The only comment I thought you were going to get into the importance of a settlement agreement, and I was going to give the legal response and it was going to be simply exactly what we heard here and to remind the panel that there was update with the 2012-2014 plan, which is also something that's important as well.

MS. LONG:  Thank you.  Well, we are going to take our afternoon break.  We will be back at 4:05 and perhaps, Mr. O'Leary, you could get your next panel up and ready.


And, Mr. Poch, you are going next, and we're going to sit until 4:45 today, if that works for everybody.
--- Recess taken at 3:47 p.m.
--- On resuming at 4:06 p.m.

MS. LONG:  Mr. O'Leary, would you like to introduce your panel, please.

MR. O'LEARY:  I would be delighted to, Madam Chair.

So again, starting on the left from your vantage point, from Navigant we have Mr. Corey Welch, who will be speaking to the potential study that Navigant prepared for Enbridge.  To his left is Mr. Andrew Welburn, and to his left is Ms. Suzette Mills, and then you are aware of Ms. Oliver-Glasford, and to her left Ms. Hilary Thompson, and at the far right we also have from Navigant Mr. Trent Winstone, who is responsible for the avoided cost study that was also filed in evidence.

Could I ask that five of these witnesses be sworn in?
ENBRIDGE GAS DISTRIBUTION INC. - PANEL 2, IRP, AVOIDED COSTS, POTENTIAL STUDY
Corey Welch, Affirmed;

Andrew Welburn, Affirmed

Suzette Mills, Affirmed

Fiona Olive-Glasford, Previously Affirmed

Hilary Thompson, Affirmed

Trent Winstone, Affirmed

MS. LONG:  Mr. O'Leary, do I understand you have some direct for this panel?

MR. O'LEARY:  We do.  There are a couple of steps, perhaps, before we get there.  We do have the two Navigant witnesses, and I have just provided you with a copy of more up-to-date and complete curriculum vitae for both these witnesses.

We did file in evidence earlier at Exhibit A, tab 2, schedule 3, pages 5 and 10 an abbreviated version of the CV for these two gentlemen from Navigant, but I would like to mark the further updated curriculum vitaes with your permission as an exhibit.

We did send around copies electronically today and felt it was appropriate to give a more fulsome view of their expertise and background for the purposes of having them qualified.

So there is the -- you should have now a copy of the curriculum vitae of Mr. Corey Welch and of Mr. Trent Winstone.

MR. MILLAR:  Yes, we'll mark those, Madam Chair, as K6.3 for Mr. Welch and K6.4 for Mr. Winstone.
EXHIBIT NO. K6.3:  CURRICULUM VITAE FOR MR. WELCH.
EXHIBIT NO. K6.4:  CURRICULUM VITAE FOR MR. WINSTONE.

MR. MILLAR:  Mr. O'Leary, I see that the acknowledgment of the expert's duty is attached to those.  Was that filed previously or should that just form part of the exhibit?

MR. O'LEARY:  It should form part of the exhibit, and it wasn't clear to me that it was, so I just wanted to make sure that it done before the witnesses actually appeared.

MR. MILLAR:  Understood.  Thank you.
Examination-In-Chief by Mr. O'Leary:

MR. O'LEARY:  If I may, Madam Chair, turn to Mr. Welch first of all.

MS. LONG:  Yes.

MR. O'LEARY:  All right.  Mr. Welch, my understanding is that you are currently the director of energy modelling with Navigant Consulting and you have 20 years of experience with complex system modelling, project management, and engineering experience in fields, including fuel cell development, energy efficiency, renewable energy, energy R&D portfolio and policy analysis, amongst other things; is that fair to say?

MR. WELCH:  Yes, that is fair to say.

MR. O'LEARY:  And you hold an SM in mechanical engineering -- I'm afraid I'm going to ask you what an SM is.

MR. WELCH:  Yes, that is MIT's version of a Master of Science.

MR. O'LEARY:  Thank you for that.  From MIT, and an MBA also from the MIT's Sloan School of Management?

MR. WELCH:  Yes, that is correct.

MR. O'LEARY:  And an earlier Bachelor of Sciences and Engineering?

MR. WELCH:  That's correct.  This mic is -- can people hear now that I'm a little closer to the mic?  Okay.  Great.

MS. LONG:  Is that going to be comfortable for you?  Maybe we can see if we can adjust that so you don't have to lean over.

MR. WELCH:  I don't mind.

I'm sorry, Mr. O'Leary, could you please repeat the question?

MR. O'LEARY:  And you have earlier your BS in engineering from Cornell.

MR. WELCH:  Yes, that's right, mechanical engineering.

MR. O'LEARY:  All right.  Thank you, and without going through your CV in detail, I do note at the bottom of page 1 that you've been involved in projects estimating energy-efficiency potential analysis for ten electric gas utilities?

MR. WELCH:  Yes, that is correct.  I was the direct lead for ten utilities.

MR. O'LEARY:  All right.  And can you tell us the relevance of those to the work you did for Enbridge in this proceeding?

MR. WELCH:  Absolutely.  They were all using similar methodologies, and the same model, which is a model that I developed at Navigant, I originally developed at the National Renewable Energy Laboratory and further developed at Navigant.

MR. O'LEARY:  All right.  And are you able to hear?  It sounds like he's cutting in and out, at least from my perspective.

MS. LONG:  I'm able to hear, but what about the reporter?  Are you having difficulty?  A little bit of difficulty?

THE REPORTER:  No, I'm fine.

MS. LONG:  You're fine?  Mr. Poch, can you hear?  Okay.

THE REPORTER:  Just if you can slow down a tad I'd be grateful.  Thanks.

MR. O'LEARY:  No one's ever said that to me before.

And just briefly, Mr. Welch, are there any publications or other documents that you would like to point the Board to which you would consider relevant from the perspective of your evidence in this proceeding?

MR. WELCH:  Yes, there are two, both published for the American Council for the Energy Efficient Economy.  One of them relates to best methods to set incentives in DSM potential studies and the other one specifically relates to modelling techniques related to simulating the failure of efficient equipment and the turnover of efficient equipment.

That is relevant, because it is directly applicable to one of the issues raised by intervenors regarding our methodology in that regard.

MR. O'LEARY:  Thank you, Mr. Welch.

Madam Chair, we would ask that Mr. Welch be qualified to give opinion evidence in respect of the modelling of efficient technology adoption.

MS. LONG:  Do any intervenors wish to challenge that?  Board Staff?  No?  Then you are so qualified.

MR. O'LEARY:  Turning now to Mr. Winstone, Mr. Winstone, I understand that you have an MBA from Queen's University?

MR. WINSTONE:  That is correct.

MR. O'LEARY:  And a Bachelor of Engineering Science from the University of Western Ontario.

MR. WINSTONE:  Again, correct.

MR. O'LEARY:  And according to your CV you've had over 20 years of broad-based experience in both electric and natural gas specializing in regulatory compliance issues, financial forecasting, project feasibility, and tariff design.

You've been involved in the economic evaluation of various power generation projects, transmission and distribution projects, power purchase projects, and long-term development strategies, and you perform cost-of-service studies and designed retail tariffs; is that all correct?

MR. WINSTONE:  That's correct.

MR. O'LEARY:  Thank you.  And I understand you've undertaken a number of projects for various clients in Ontario, and they are listed, and they included the Board, the Ontario Energy Board?

MR. WINSTONE:  Yes.

MR. O'LEARY:  FortisOntario?

MR. WINSTONE:  Yes.

MR. O'LEARY:  Great Lakes Power and the OPA?

MR. WINSTONE:  Correct.

MR. O'LEARY:  -- amongst others, and in respect of the work that you've provided for Enbridge in this proceeding, which is the avoided distribution cost study, can you tell us how your background has been of assistance to you in generating that report?

MR. WINSTONE:  A strong understanding of regulatory finance, financial modelling, and just the cash flows to evaluate what the value of the avoided costs would be.

MR. O'LEARY:  Thank you, and Madam Chair, subject to any questions from others, we'd ask that Mr. Winstone be qualified to give opinion evidence in respect to regulatory and financial modelling.

MR. POCH:  Madam Chair, I do have some questions on that question.

MS. LONG:  Mr. Poch?

MR. POCH:  Yes, Mr. Winstone, how many times have you developed avoided cost schedules, the full set of avoided costs for utilities for -- perhaps for state intervenors or public-interest intervenors?

MR. WINSTONE:  This would be the first time, but in my view the mechanics of the calculation are still the same.  It's looking at the value of a deferred capital expenditure in a regulatory environment.

MR. POCH:  Right.  So I take it that you've not -- all right.  Is my friend seeking to qualify his witness as an expert in avoided cost analysis and development of avoided cost schedules?  I think that's -- he stated it much more broadly than that.  I would be concerned if this witness is being put forward as an expert on avoided cost analysis, this being his first time.

MR. O'LEARY:  Well, Madam Chair, there is a first time for every expert, otherwise there would never be an expert called, but the intent was to indicate the breadth of Mr. Winstone's experience and the fact that he has been involved in regulatory and financial modelling, and the fact that avoided costs are the issue in this proceeding -- is particular to this proceeding, but his expertise allows him to speak to that very issue.

MR. POCH:  Madam Chair, I renew my objection.  He may well have expertise in a number of areas, but it seems quite apparent on its face that he does not have expertise in this particular area.

You can certainly obtain expertise without having been qualified as an expert witness to give opinion evidence on that area.  And yes, I'm delighted that he has had the opportunity to expand his horizons.  But I don't think that qualifies him as an expert witness on the question of avoided costs.

I have no problem with his testifying on the facts, but opinion evidence, I think, is going too far.

MR. O'LEARY:  Madam Chair, Mr. Winstone has been provided with the facts, and was asked to use it in the modelling that he has used to develop the avoided costs that are in his study.  It is that type of analysis which he does day in and day out.

If my friend is talking about considering what the Board's methodology is in respect of avoided distribution costs that have been used in the past, and have been used for a number of years and going to the future, that, in my view, is never going to be a subject for this proceeding.

And therefore, Mr. Winstone was not going to be talking about the methodology, but rather talking about how you apply the facts to the models that currently exist.

MR. POCH:  Madam Chair, if that's the case, I don't think he has to be qualified as an expert witness.  If all he's doing is showing the math he's done, that's fine.

But we've squarely put into contest in this proceeding methodological questions about how the utility and its experts have approached avoided costs.

You will see a number of features in Mr. Chernick's evidence with respect to that, and it is precisely that area that I don't want someone unqualified to be rendering an opinion on.

MR. O'LEARY:  Well, I beg to differ.  Whether a particular unit should be included in avoided costs based upon the facts delivered is precisely what Mr. Winstone should be able to opine upon.

At the end of the day, Madam Chair, if we could move this along, my suggestion would be that you qualify this witness and if, for some reason, you feel that there is some question, you can obviously give the matter the weight that you consider appropriate.

But Mr. Winstone is an expert from Navigant and has been retained to do a study, and is here to provide his opinion as to the conclusions in that study.  And if he's not permitted to do that, then you will not have the benefit of his views on the subject.

MS. LONG:  Well, I think, given the hour of the day, we're going to break for the day and have a discussion, the Panel amongst ourselves, and we'll be back tomorrow morning at 9:30.  Thank you.
--- Whereupon the hearing adjourned at 4:19 p.m.
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