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Monday, August 31, 2015
--- On commencing at 9:34 a.m.

MS. LONG:  Please be seated, everyone.


Good morning, everyone.   Today the Board is sitting in 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, there are not.


MS. LONG:  And Mr. Millar, anything you wish to raise?


MR. MILLAR:  No.


MS. LONG:  No.  Then we are going to proceed with panel 2.  Welcome back, and Mr. Gardner, I believe you are up.

ENBRIDGE GAS DISTRIBUTION - PANEL 2, PROGRAMS: RESIDENTIAL, LOW-INCOME AND NEW CONSTRUCTION, resumed
Michael Lister, Previously Affirmed

Jamie Paris, Previously Affirmed

Shannon Bertuzzi, Previously Affirmed

Erika Lontoc, Previously Affirmed

Steve McGill, Previously Affirmed

Cross-Examination by Mr. Gardner:

MR. GARDNER:  Thank you, Madam Chair.  Good morning, panel.  I have two sets of questions.  They're very similar to the questions that we asked for Union.  The first set is about the single-family home winter-proofing offering and the second set is about the multi-family market rate, or private-market low-income offering.  So those are the two categories.  If I'm talking about single-family or multi-family I mean within the low-income offerings.


So the first -- I don't think we need to turn to this, but I can give you the reference if you want me to, but Mr. Chris Neme's evidence for GEC, he recommends as part of his recommendations for low-income that the Board increase Enbridge's low-income single-family target by 10 percent.  So my question is:  What's Enbridge's position on Mr. Neme's recommendation?


MS. LONTOC:  Good morning, Mr. Gardner.  The targets that we had put forward are quite aggressive as they are. If on the basis of costs per CCM for target-setting I'd like to point out that the targets for '13 and '14 were a product of a settlement conference.  The target for 2013 and 2014 would be 33 percent higher than 2012 with a budget increase of only 2 percent.  So I just wanted to put it into context, because I think in Mr. Neme's suggestion/recommendation he was not quite sure as to why the cost-effectiveness ratio was quite different from '13 and '14, so I think that the reason why it is what it was.


MR. GARDNER:  Thank you.  Perhaps that already was covered on Friday by GEC.  I don't know.  But thank you.


MS. LONTOC:  You're welcome.


MR. GARDNER:  In Enbridge's application -- and this relates to something Mr. Shepherd asked on Friday -- the home winter-proofing offering is characterized as a direct-install offering, and my understanding from, I believe, your answer, Ms. Lontoc, was -- to Mr. Shepherd was, that's because there's no co-payment from the low-income customers.  Is that why it's called a direct install, as opposed to, it's signifying all measures are directly installed versus some are self-installed?


MS. LONTOC:  Well, generally speaking, direct install means it is a turnkey solution.  In this case, the weatherization program is a turnkey solution on the aspects on the various measures and most of the measures that's included in the program.


MR. GARDNER:  Okay.  So at the technical conference I think Mr. Paris explained that Enbridge plans to leave behind aerators, kitchen and bathroom aerators, as opposed to directly install them.  I think most of the other measures being offered are to be directly installed, but that one is a leave-behind.  So my question, is that still -- since the technical conference, still Enbridge's plan to leave those behind?


MS. LONTOC:  That is correct; that is currently the intention of Enbridge for it to move forward on the same basis as it was moving on the program implementation and delivery of the measures for 20 -- currently 2015, 2016, and beyond.


MR. GARDNER:  Okay.  Thank you.  We received -- we asked similar questions to Union.  We received an undertaking response back from Union that shows that Union surveyed low-income participants in 2012 and the survey showed that 85 percent of participants installed aerators, and these were leave-behinds in 2012.


Does Enbridge have similar numbers?  Can we get an undertaking to find out, if you don't have that information available?


MS. LONTOC:  Let me try to answer it and if there are any gaps, perhaps we can take an undertaking to do that.  Currently our practice as mentioned is as a leave-behind.  This is because, you know, our program implementation and delivery approach is informed by various things, including conversations, frequent feedback from our community-based delivery organizations, direct and frequent conversations with social housing providers and stakeholders; practices, constant review of practices with other jurisdictions, if we are at par or even better in terms of our program implementation, and of course our decade-long experience in low-income programming.


Our adjustment rate is actually of 44 percent adjustment rate for aerators, which means that 66 percent of them are kept in the homes, they have not been removed, so again, you know, we have been using 66 percent as the retention rate for the aerators, and this would be, again, a combination of our experience in water-conservation type of measures.


MS. LONG:  I'm sorry, so Ms. Lontoc, are you doing a survey?


MS. LONTOC:  We do have a survey.  We have a water conservation program for both our low-income weatherization program, as well as water conservation for buildings, and we do have a survey that happens annually if we have an aggregate sizeable sample to actually do an on-site verification at the end of the year to see if the measures have been installed -- not installed, have been removed.


MR. GARDNER:  In 2012 did you survey low-income participants so that we have apples-to-apples comparison with Union?


MS. LONTOC:  We'll take that as an undertaking.  I'm not quite sure if we did actually for the weatherization program in 2012.


MR. GARDNER:  Okay.  And that's specific to installation of aerators and how many were actually installed as leave-behinds.


MS. LONTOC:  Okay.


MR. MILLAR:  J9.1.

UNDERTAKING NO. J9.1:  TO ADVISE WHETHER LOW-INCOME PARTICIPANTS WERE SURVEYED IN ORDER TO GET AN APPLES-TO-APPLES COMPARISON WITH UNION.


MR. GARDNER:  Thank you.  Okay.  So, I mean, my understanding is that there's potentially two issues with directly installing aerators versus leaving them behind, costs, because of potentially liability insurance and also access.


So we'll get to the liability insurance piece, but in terms of access, if access -- assuming access was granted, wouldn't direct install mean 100 percent of these aerators are getting installed when delivery agents are through the door for other measures?


MS. LONTOC:  Two things.  One of the reasons -- well, there are a few reasons why a measure, even if it's a direct-install measure, cannot be installed.  In this case there is fear that the aerator is going to -- there is fear that the aerator will actually damage the faucet fixture, so keeping in mind that the aerator is attached to the faucet fixture itself, so there is fear that it will damage the faucet fixture.


There are also instances when the aerator itself is not compatible with the faucet fixture; and thirdly, where the faucet fixture and plumbing fixtures, related plumbing fixtures, are already damaged, so in that case, an aerator cannot be installed.  That's on the installation side.


When it is installed it doesn't necessarily mean that it is going to stay there, so there is a removal aspect that we also consider as part of the verification.  So again, you know, as a direct install, it doesn't necessarily guarantee that it will not be removed and a verification study covers this.


MR. GARDNER:  Okay.  Thank you.  I guess it's complicated, so even if, going back to the last undertaking, if you are looking at a percentage from a survey in 2012 and X percent -- let's say it's something like 85 that Union has presented -- shows that the leave-behind aerators were actually installed, that number, in your opinion, could be -- there could be some behind-the-scenes aspects to that number because it's a complicated process to install these and low-income participants may not know how to do it properly, there may have been issues.  They may have said on a survey, obviously, Yeah, we installed it, but it could have been removed six months later.


MS. LONTOC:  That's correct.


MR. GARDNER:  Okay.


MS. LONTOC:  The other thing as well, another experience that we have that has been shared with us is the experience of dissatisfaction, so if this aerator is not performing as it promised to perform, there is a customer satisfaction issue and customer satisfaction.  And customer experience is very important to us because --especially for the low-income, low-income customers, this might be their first experience in participating in an energy efficiency program, and you want that experience to be pleasant, to be positive. 

So there have been experiences of callbacks; return visits is quite frequent as well.

MR. GARDNER:  Thank you.  So you've mentioned the adjustment rate and percentages that were left in place.

There is obviously some survey material or some data that Enbridge has over a certain number of years.

Let's go back to 2012.  I don't know specifically what you have, so my question he is generic.  But can you undertake to provide further information, further to the last undertaking about 2012 participant results, about aerators in the low-income context, so that we have the data and can look through that?

MS. LONTOC:  Yes, I do.

MR. MILLAR:  J9.2.
UNDERTAKING NO. J9.2:  ENBRIDGE TO PROVIDE FURTHER INFORMATION, FURTHER TO THE LAST UNDERTAKING ABOUT 2012 PARTICIPANT RESULTS, ABOUT AERATORS IN THE LOW-INCOME CONTEXT


MR. GARDNER:  Thank you.  Has Enbridge asked its delivery agents or agent, the ones who would be doing the installation of these -- leaving behind or actually installation if they were to do direct install, if their current liability insurance would cover direct installs of aerators?

MS. LONTOC:  We have not asked them directly about the impact of adding on aerators as one of the contract work for them. 

They have -- what we require from them from a contracting perspective is general liability insurance for all the measures.  And, you know, I would want to think that the bigger component of this would be those that pertain to the highest ticket items, which would be the insulation and air sealing.

MR. GARDNER:  Okay, can you undertake to ask -- I guess it's probably one agent in particular -- if their insurance, if they can look at the coverage and confirm it covers.  Because my assumption is it does.  Union answered to that effect.

MS. LONTOC:  Yes, we'll ask our delivery agents.

MR. MILLAR:  J9.3.


UNDERTAKING NO. J9.3:  Enbridge to make best efforts to ask its delivery agents or agent, the ones who would be doing the installation of these, leaving behind or actually installation if they were to do direct install, whether their current liability insurance would cover direct installs of aerators

MR. O'LEARY:  I hesitate to interrupt, but I'm just uncertain of the relevance of asking one agent whether or not the insurance they have is really representative of the insurance that other contractors would have. 

We're happy to give that undertaking, but I wonder if it really is going to be of any benefit.

MR. GARDNER:  And if we can expand the undertaking, that would be great.  My learning from Union is --


MS. LONG:  Careful what you ask for there, Mr. O'Leary.

MR. O'LEARY:  I wasn't going there.  I mean, at the end of the day, a commercial general liability policy is what it says.  So, you know, to ask a contractor, who may not even be familiar with the terms of the contract, as to whether or not it is applicable, I just question the benefit of this. 

We have the answer that they have -- and are required to have CGL policies; shouldn't that be sufficient?

MR. GARDNER:  If that means that it covers direct install of aerators, then yes.

MR. O'LEARY:  I think the policy would speak for itself, and I don't think either this witness or any person that this witness asked as part of this undertaking could actually give you an answer which is reliable, because they are not insurance contract experts.

MR. GARDNER:  Unless they spoke to their broker or the actual insurer.  I mean, Union gave the answer, so I'm just asking the same question of Enbridge.  They were able to give that answer, and they specified in their answer one particular agent, I believe; they used the singular.  That's why I asked this question of Enbridge.  They were able to do it.


MR. O'LEARY:  I just wanted to point this out.

MR. GARDNER:  Okay, I don't know if we've resolved if that's an undertaking or not, but --


MS. LONG:  Ms. Lontoc, are you able to give the undertaking with respect to one agent?  That's how it was asked for by Mr. Gardner.  Are you expanding that or are you not, Mr. Gardner?

MR. GARDNER:  Let's expand it.  Whoever the agent or agents may be.

MS. LONG:  Let's get to the bottom of this.  Ms. Lontoc, how many agents would this affect?  I want to get a size of --


MS. LONTOC:  We have four program delivery agents, and I must say they are community-based organizations, so they are non-profit, community-based organizations.

MS. LONG:  Okay, but they still have general liability policies?

MS. LONTOC:  Correct, we require them to obtain general liability insurance.

MS. LONG:  So four agents.  So, Mr. Gardner, have you changed your undertaking request to ask for the four agents?

MR. GARDNER:  Yes, please.

MS. LONG:  Mr. O'Leary?

MR. O'LEARY:  Well, my concerns remain whether or not these agents will be able to appropriately answer the question. 

We know that they have, or they have confirmed they have CGL policies in place.  So if Mr. Gardner is happy with us speaking with one, I would think that should suffice.

MS. LONG:  Well, now he's asking for four.

MR. GARDNER:  If --


MS. LONG:  I mean, I don't want to spend a lot of time on this.  At the end of the day, it the Board were to order Enbridge to do direct install of these aerators, you would have to ask some questions of your agents.

So I think what Mr. Gardner is trying to find out is whether or not there would be additional cost if they had to get additional insurance.  That's what he's asking.

I'm not going to tell you whether or not you want to answer that undertaking, but it may be something that -- information that you want to provide.

MR. LISTER:  Why don't we accept the undertaking and offer to provide it under best efforts.  So we'll certainly ask the agent and if we can dig further, then we will and we'll try to be responsive.

MR. GARDNER:  Thank you.  Picking up on what Madam Chair just asked, those are my next two questions:  Are there incremental costs and if you can figure out what those costs are, would it still be cost effective at the low-income threshold.

MS. LONTOC:  Are you saying incremental costs on the insurance component, or incremental cost on program delivery overall?

MR. GARDNER:  Overall.  There may not be incremental costs in the insurance, pardon me, because the policy might be the exactly the same and there's no additional premium, but to go out and actually install them.

MS. LONTOC:  There will be an incremental cost for sure to make it a direct install for the aerators, because they are costed on a per measure basis.

The other hidden cost that I can mention here is around program management.  Because this can potentially require additional or repeat visits and additional customer service calls, it will find its way in our program management costs. 

MR. GARDNER:  Thank you.  So I guess I'm asking for undertakings.  If, once you speak to the agents, you are able to calculate the incremental costs, can you come back and provide with us your assessment of whether the direct install of the aerators still makes the offering, the single family offering cost effective?

MS. LONTOC:  Yes, we will take that undertaking.

MR. MILLAR:  J9.4.
UNDERTAKING NO. J9.4:  ENBRIDGE TO CALCULATE INCREMENTAL COSTS AND ADVISE WHETHER the direct install of the aerators still makes the single family offering cost effective

MR. GARDNER:  And then after that, assuming that it is cost effective, would Enbridge be willing to modify its program to have direct install of aerators?

MR. LISTER:  I think it is something that we certainly would be very open to, so I think the short answer is yes, we're very open to that.

The more qualified answer is if there are more cost effective ways to spend budget, then obviously we might prioritize.  But that would be a good screen, or a good place to start, is to determine that it is cost effective under those circumstances.

MR. GARDNER:  Thank you.  So shifting gears to the multi-family, multi-residential, low-income program -- and this is the private market rate side of it, not the affordable housing -- the social housing piece that's been in place for some time.

Do you know what percentage of total low-income households in your territory are in that sphere, multi-residential, private market?

MS. LONTOC:  We have about -- I believe we responded to an IR on the count of private multi-residential buildings, which would be about over 900 buildings out of the 9,802 buildings in the Enbridge multi-res customer base.

MR. GARDNER:  Okay, thank you.  I think -- I don't know the reference for this, but I think I read it.  It could have been in response to an IR -- or it's the evidence, I don't know, but Enbridge's is targeting 50 percent participation from this program, this offering by the end of 2020.

So I just want to make sure that I understand how important this program is.  If it's 50 percent participation by the end of 2020, does that represent the biggest chunk of gas savings of all of the proposed offerings in the low-income program?

MS. LONTOC:  We are expecting a very significant contribution of private low-income buildings in our results from 2016 to 2020.

MR. GARDNER:  Do you have the numbers of what the gas savings might look like for that at 50 percent participation, if that's your target?  Thank you.

MR. LISTER:  While Ms. Lontoc searches for that reference, I believe the reference to that effect was provided in an interrogatory response, and my recollection was that going forward the multi -- I'm sorry, the multi-residential private-sector number represented about 60 percent of the part 3 results.

MR. GARDNER:  Okay.

MR. LISTER:  So, you know, generically, to answer your question, it is a significant part of the low-income program.

MR. GARDNER:  That's fine.  Thank you.  Very helpful.

So this was a response to the -- I think it's an undertaking response to the technical conference.  It's Exhibit JT1.2.  You don't need to turn it up.  I just refer to it for the record.

Enbridge estimates that approximately 90 percent of this program, low-income multi-residential buildings, in your territory have this hydronic hot-water heating system likely in place, because they are older buildings, I think pre-1985 or something, so that means that they are eligible for these Novatherm heat reflectors, which LIEN thinks are great.

What about the other 10 percent, those buildings that aren't on hot-water heating, where Novatherm heat reflectors wouldn't apply?  Does Enbridge intend to actually target those buildings, or are they just going to leave them completely out of the program?

MS. LONTOC:  We are targeting all private multi-residential buildings in our franchise, including approximately 10 percent that would not have the kind of space heating system for which the Novatherm's applicable to.

We continue to explore the viability of new technologies and viability of new technologies for in-suite application, so this is a constant thing that we are doing, keeping in mind that we would want the benefits to transfer as much as possible to the low-income residents.

MR. GARDNER:  Okay.  And so what kind of measures are you thinking that would obviously result in gas savings but also improve tenants' comfort, you know, that direct benefit to tenants that we've spoken about and that we were speaking about with Union?  Is it windows?  Is it air sealing?  Is it caulking?  Is it insulation and cladding?  What are those suite of measures that you're thinking of for the 10 percent?

MS. LONTOC:  I could not speak comprehensively of a list, but certainly we are looking at opportunities to improve the windows.  We're also looking at air-sealing measures as well.  To the extent that we are looking at the impact of cold-water washing to change the behaviour of low-income residents for them to use cold-water washing with an incentive towards buying down the cost of cold-water washing, more money in their pocket and gas savings to be had from reduced hot-water heating.  So there would be a dual benefit in that case.

MR. GARDNER:  How do the tenants have more money in their pocket in this context, because it is a landlord-tenant situation if they're using cold water?

MS. LONTOC:  Hypothetically -- and this is just something that we are exploring at this point -- there are now what they call smart cards for laundry applications, where we are able to buy down the cost of smart cards for cold-water-only machines.  That means that, you know, they are benefiting from reduced laundry costs, as opposed to being directed to a regular cost -- a smart card that uses warm- or hot-water machines.

MR. GARDNER:  Great.  Okay.  Thank you.

Are you picturing one measure that improves tenant comfort that also has gas savings per building, or are you thinking about doing more than one?  What's your screening criteria, your process, to determine that?  I guess, through discussions with the landlord?

MS. LONTOC:  Our approach for the buildings will be, you know, comprehensive building as a system, where we look at the mechanical measures of the building, the building envelope, to the extent that they would have air sealing as a measure or even the heat reflectors, hot water hearing, and a big part of what we're currently doing is actually resident engagement, to which we are looking at opportunities to influence the behaviour of the tenants through our resident engagement and residence education means.  Again, the cold-water washing is one example.  We are supporting resident education programs through various sector organizations, and that's currently under development.

MR. GARDNER:  Do you have any materials, or what's the form of those customer-education pieces that you're working with and developing right now, and who are you discussing them with?  How does it work?

MS. LONTOC:  We have been delivering a customer-education program in the social housing sector through the Housing Services Corporation.  It is called -- the program is called Community Champions, so they go community by community to deliver this half-a-day or two-day program which has a lot of information regarding where energy comes from, so a lot of energy literacy information, and then the practicality of adopting energy efficiency even if they're not paying for their own bills.

That's on the social housing sector, and they continue to support that.  On the private side we are working with FRPO in the development of a model resident engagement program through their certified rental buildings program, which is a best practices program.  We are providing input on the content of that.

We are working with another group as well, which is part of Civic Action, called STEP, looking at developing a business case for private multi-residential building owners to adopt resident engagement.


And lastly, to support the efforts that we have with the city of Toronto, because that's by far the largest concentration of private multi-residential buildings.  We are working with the Tower Renewal office, again in the development of a resident engagement program, which covers beyond energy efficiency.  It covers water conservation and recycling as well.

MR. GARDNER:  Thank you very much.  Will Enbridge agree to, as a screening eligibility criterion, as part of the screening process, to require that there is at least one measure implemented that provides these direct benefits, comfort -- improved comfort to low-income tenants, in order for that building to be eligible for the multi-res low-income program?

MR. LISTER:  Sorry, could you restate the question?  Is your question:  Is Enbridge willing to adopt a criterion whereby, in order for the multi-residential private-sector facility to partake in the program, they must adopt one of these other measures?

MR. GARDNER:  One measure, but that measure must improve the comfort -- have a direct benefit to the low-income tenants.

MR. LISTER:  We haven't specifically turned our mind to a question like that, and sitting here, I'm a little bit sceptical of saying yes or no one way or another.  It does seem reasonable -- of course, we'd want to ask ourselves what the impact would be in terms of participation going forward, and our expectations, and would that, in fact, have any impact on our targets going forward or should that have an impact on our targets.  It is a reasonable request.  If it's all right we could take that away and give it some thought and think about how it might impact our plan as we put it forward.

MR. GARDNER:  That would be great.  Thank you.  And the reason -- just so that you understand the reasoning behind it, it's, if there is no direct benefit to the low-income tenants, then this program may be better shifted under the resource acquisition stream budget.

MR. LISTER:  Again, your comment is not unreasonable.  We've always faced this question with low-income programs in general.  And we've always taken the view that anything that we can do to help the administration or the building owner to keep their costs down will translate.  It is an assumption, to be sure, but -- so I would just caution that we don't want to go too far that we end up with an unintended result.  So we'll take that away and think about it further if that's all right.

MR. GARDNER:  That's fine.  Thank you.

MR. MILLAR:  The undertaking is J9.5. 
UNDERTAKING NO. J9.5:  enbridge TO ADVISE whether it will agree to, as a screening eligibility criterion, as part of the screening process, to require that there is at least one measure implemented that provides these direct benefits, comfort -- improved comfort to low-income tenants, in order for that building to be eligible for the multi-res low-income program. 

MR. GARDNER:  Those are my questions.  Thank you.

MS. LONG:  Thank you, Mr. Gardner.

The Panel does have some questions for this panel.  We'll start with Ms. Frank.
Questions by the Board:

MS. FRANK:  Good morning, panel.  I have two questions for you. 

First, we've heard a lot about the success of some of your programs, so much so that you've had to stop the program; you've run out of funds.

So I was wondering what your thoughts might be in terms of a new process that you'd encourage the Board to  consider when you have a successful program and there are negative consequences, both in terms of customer reaction and your staffing to resource the program, by stopping it mid-year.

How might you bring this forward to the Board for their consideration to expanding budgets, to changing targets?  What are your thoughts on that?

MR. LISTER:  My very preliminary thought -- it's a provocative question and I think it does require further thought.  But a very preliminary thought would be is there something -- is there an account, or a variance that the we could apply under those circumstances, and should we also consider how that might impact the shareholder incentive award, as well, to actively and aggressively pursue those programs that are being so successful. 

I'm not sure that's entirely responsive to responsive to your question.  I think again we could give that further thought.

MS. FRANK:  Mr. Lister, my concern with that might be that there could be a program we said, no, no, we really didn't want you to go further, and the fact that you got the work done in six months rather than twelve, so be it.

But I think there is some judgment that the Board would want to render, so a variance account doesn't allow them that judgment.

MR. LISTER:  It's a good point, and so an alternative might be some sort of application process, or some sort of acknowledgement from the Board that we are where we are in any given year, and future direction -- should we keep going with this.


My concern with that type of an option would be, of course, time.  When we're in the middle of a current sales year, we can't say with great precision when we'll, for example, run out of budget.  We can estimate within several weeks or within a month, but will that be timely enough given the process that -- whatever process is established.

MS. FRANK:  You must have told your own board about stopping this initiative, or senior management as a bare minimum.

MR. LISTER:  Yes, we did.  We have had discussions and we arrived -- our team arrived at a conclusion that we were simply going to run out of budget, and we didn't see -- maybe very much to your point, we didn't see that there was an alternative process, short of looking at all of the metrics and budgets and targets for 2015, while we were in the midst of a year.  So it is unfortunate that that situation has occurred. 

I would also point out that we had an undertaking to provide our year to date current results, and I believe that's in the works if it's not already complete, and one conclusion that we came to was that we were not going to sacrifice our large commercial-industrial CCM efforts.

So we still have budget available, and you will see in that undertaking -- I'm generalizing, but I think we've acquired somewhere in the neighbourhood of 170 or 180 million CCM, and our efforts are to continue pursuing that, those programs that generate the CCM.

We're not abandoning it, even though we've recognized we need to stop the residential sector.

So is becomes a balance of where are we going to focus, where are we going to spend the budget.

But the insinuation I think that some parties have made is that we would stop unsuccessful or challenged programs.  In fact, we are living that right now, and we're not stopping.  We are going to continue to aggressively pursue and find innovative ways to deliver CCM.

MS. FRANK:  I'll invite you, as part of that, if there is any other thought you can give us --


MR. LISTER:  We'll give it some thought.

MS. FRANK:  My other question goes to the Home Health.  I think there's -- we've heard a lot about this program and it is a behavioural program that we find new, and therefore interesting. 

I know that one of the things that you've talked about is looking at other jurisdictions where this program is important, in terms of cross benefits to other programs.

I was wondering, when you looked at that benchmarking type work, was there any direction in terms of how many years you would keep a party in the program?  Does it take two years before they change?  After they've made a change do you say, you know, you're finished because you've made the change?

What do other jurisdictions do?  Do they actually keep them in for a five-year period?

MR. LISTER:  There has been some work on this and in one of the undertakings that we're providing, you will see that OPower has administered the program many different ways. 

What we have proposed is that savings have a four-year measure life.  So a customer may stay in a program over the duration of the five years, but really the savings from behavioural opportunities really start to dry up after about four years.

Of course, customers can opt out, or they might move or otherwise, and that would impact the mix of customers and the actual savings that are incurred.

But we have proposed, based on OPower's experience in other jurisdictions, that a four-year measure life is appropriate for behavioural-type savings.

Does that answer your question?

MS. FRANK:  Well, I'm interested in the continuing to contact customer who has already implemented the savings.

MR. LISTER:  Yes, and we did see some discussion with Union and Board Panel around what -- so one of the benefits of the OPower My Home Health Record program is that it produces cross-marketing benefits, and that is something we very explicitly took into consideration when we designed our targets going forward. 

We had very specific research from OPower about their experience in uptake in other programs, so we have that research available.

So ideally, we would continue to have a customer in the program to continue with that benefit, if for no other reason.  But from the behavioural aspect of the program itself, savings generally tend to dry up after about four years.

MS. FRANK:  Okay, thank you.  Those are my questions.

MS. LONG:  Thank you.

MS. DUFF:  If we could turn up Exhibit B, tab 1, schedule 4, page 9, please?  It is the resource acquisition budget.

MR. LISTER:  Yes, we have that.

MS. DUFF:  Thank you.  Just noting here that there are six programs under this budget.  The largest one is the home energy conservation and, I think by 2020, you have $18.73 million of the total, approximately 40, 45 percent.

But when I to go your scorecard, I can't identify exactly the scorecard metrics associated with that program.

So if you want to just turn two more pages on to page 14, that gives you the 2020 resource acquisition scorecard.

If I try to find the home energy conservation program it's mixed within two of these metrics.  Why did you decide to group them by customer type?

MR. LISTER:  That is the product of sort of the design of scorecards, the way they have been designed historically.  We believe there is great reason to do that -- and just by the way, it is not just the HEC program.  You will see in the large volume bucket, I'll call it that, we capture all of the programs that generate CCM towards large volume customers, or what we call large volume CCM.

We have introduced this year a new bucket called small volume CCM.  So to directly answer your question, the CCM that are generated out of the HEC program, the home energy conservation program, would go into that bucket called small volume customer CCM.

As well, we thought it important to continue to focus on the number of participants for that program, because there is an effort in getting customers into the program and signed up.

So really the answer to your question is by design, by tradition, we've typically had these larger buckets and, within those larger buckets, we have various programs.

It has been our position historically and I think remains so that having the flexibility to deliver the CCM 
in different ways is valuable for us, because as we have said many times, we don't know at the beginning of the year, say for example, how the manufacturing sector is going to do.  So if something is not working, we can re-tool and try something else.


So we prefer to capture the buckets as we've laid them out here, which is consistent with the way that scorecards have traditionally been designed.

MS. DUFF:  Thank you for that.  If I'm looking at the large customers, the CI customers, that budget is about 23 percent of the total, yet the scorecard is 40 percent weighted.  What's the rationale for that?  Am I doing the right measurement?

So the first program listed on page 9 is "large C&I customers".  So when you have your -- we don't have -- just leave it on that page, thank you -- but when you look at the scorecard, the large-volume customer scorecard combines the first program and what else?

MR. LISTER:  That would include large C/I customers, which would include -- in terms of budget, that would include various different offerings, such as --


MS. LONG:  It's not going to include the small customers.  It is not going to include the HEC.  

MR. LISTER:  Correct.

MS. LONG:  It is not going to include the adaptable thermostats.

MR. LISTER:  Correct.

MS. LONG:  It's not going to include the -- oh, well, I don't know.  What about the last two?

MR. LISTER:  It does include some amount of comprehensive energy management.  Our view here -- so we didn't specifically or explicitly try to equate the percentage of budget to the percentage of scorecard outcome; that's something that the Board could look at.

The way that we approached the scorecard -- so the budget was the budget.  That was a result of where we thought we could be successful in various programs in the cost, in the ground-up building up of cost and achieving the targets.

The scorecard itself, keep in mind that where we're coming from is a resource acquisition scorecard that has one measure and only one measure for CCM, so it is, you know -- for all intents and purposes it is just one massive CCM bucket that is weighted 92 percent, so our attempt here was to say, well, that's -- we should try and evolve that a little bit, and instead of having one bucket weighted at 92, let's create the right sort of focus so that we're -- so that we're necessarily incented to do the right things, so we've taken that bucket and we've virtually split it in two, so we gave it weights of 40 and 40.


But to be sure, the Board could look at changing those weights or some other design, but that's the way we've approached scorecard design.

MS. DUFF:  Thank you.  Now I want to do the same kind of comparison, looking at your market transformation.  If we could turn to page 27 of that same, Exhibit B, tab 1, schedule 4.

Thank you, it's on the screen now.

So looking at the Home Health record, which increases from 3.91 million in 2016 to 7.21 million in 2020, so in 2020 that's about 46 percent of that budget for that particular year.  And when I go to the scorecard weightings, it stays at 5 percent every year for Home Health report, so in 2016, it's 5 percent, '17, 5 percent, and it stays constant throughout the whole duration of the program, and in fact, the CCM target goes down every year.

Could you explain that?

MR. LISTER:  Yeah, my answer would generally be the same.  We didn't specifically try to equate percent of budget with percent of outcome.  I can explain the decline in savings attributed to My Home Health Record.  It is actually a function of a few things, so as I just mentioned with Member Frank, there is well-documented evidence that savings exist from behavioural programs, not really much more than four years, so of course from beginning to end that means that of those participants who began in the program, their savings really start to dry up by the fourth and fifth year.  That's one part of it.

The other part is in our targeting approach we've said that we would start by targeting the highest consumers first, and so incrementally we're adding those customers who consume less, so the incremental savings amount that are generated year over year declined.  They still rise, but they rise at a declining rate, so that's why you see the savings profile, as we've put it.


But to your budget versus scorecard question, same response.  We didn't specifically try to equate the budget generation as a percentage level versus the scorecard.

MS. DUFF:  Because my concern when I do the math, the math, just raw, is that the Home Health record is about 10 percent of your overall DSM budget, but it really is about 1 percent of your opportunity cost of shareholder incentive.  So if you do not meet this target, at most, the company has a 1 percent shareholder incentive opportunity cost.

MR. LISTER:  Yeah.  Well, this particular scorecard, MTEM, we approach from several different angles.  There was commentary in the framework suggesting -- not suggesting, but clear guidance that the utilities should consider more than just CCM, and we believe the best place to do that is in this MTEM scorecard.


But where we can measure CCM we have attempted to do so, and we had some dialogue about that earlier, about how it is, even though participants are included in the My Home Health Record, it is EGDI's onus or in EGD's interest to continue to drive CCM, and that's why we've proposed it that way.

But certainly there is a large -- there is something to be said about the level of effort that's required. too, in each of these programs.  So for example, we are measuring comprehensive energy management as number of participants, because we really believe that's where the utility's efforts will be required to be successful, is in listing participants and not so much on the back end, the CCM that are generated, out of that particular program.

So we try to provide the weighting that we saw was congruent with the level of effort that would be required.

MS. DUFF:  Just building on that effort conversation, when I look at what OPower has been contracted to perform -- and I'm just comparing the roles and responsibilities that Enbridge has versus OPower -- if we could just kind of go through that process together.

So you're the source of the data; you have the customers, you know what their address is.  You know their -- do you know their residential type?  What type of information are you providing them, OPower?

MR. LISTER:  Yeah.  So to my knowledge, we're the source of information for consumption and some customer data.  OPower is the source for demographic, and we're going to provide that in the undertaking around technical -- how they technically acquire their customers, but they're the owners of that data around demographics and similarities and how to tranche customers together.

MS. DUFF:  So they're going to establish the control group from the raw population, taking probably the customers from your billing system; they are going to merge that with some other demographic -- other information they can get from postal code.  I don't know.  There is no privacy issues here, are there, with sharing this data?

MR. LISTER:  There are -- again, this is -- goes -- this is sort of over my head in terms of the legal provisions, but I will say that, no, there are no privacy issues.  They've been effectively dealt with.  I can't speak to how, but I know that there are no privacy issues.

MS. DUFF:  That's fine.  Thank you.

But they are taking this information, merging it, in order to develop the targets, and they design the report that they're sending out to customers?  This Home Health record, you said it is a report, so they are the ones coming up with that design.  I mean, that's where they have the experience, and you are leveraging from their experience.

MR. LISTER:  Yeah.  That's accurate.  So they have a number of other programs in there, and they have been delivering the -- I'm sorry, they have another programs -- a number of other programs that they have delivered throughout North America, and they have experience, so they have learned which reports generate the most interest, and so we will take advantage of that, and we'll leverage that.  So essentially, yes, you're correct, they have proposed how the report should look, and that's effectively what customers would see.

MS. BERTUZZI:  I just wanted to add to that that we actually do have input into the design of that and what the messages would be on a cross-selling up-selling of the customers --


MS. DUFF:  And --


MS. BERTUZZI:  -- into other programs.

MS. DUFF:  No.  And thank you for that, because I assume it is Enbridge's envelope.

MR. LISTER:  Yes.  Yes.

MS. DUFF:  When the letter goes out it is Enbridge.

MR. LISTER:  OPower has no -- I don't -- the customer wouldn't necessarily know that it is OPower.

MS. BERTUZZI:  It is branded Enbridge, and it looks like it is from Enbridge.

MS. DUFF:  So they're going to also -- when consumption happens a year later, you have the control group, the target group, I guess -- are you going to provide OPower with data reports on usage after the fact, and then they do the analysis of what has been the lift of the test versus control?  You provide the data; they're doing the analytics?

MS. BERTUZZI:  Yes, we are actually providing weekly data based on those customer segments and that, in turn, they will leverage that data and they will be providing us with reports where we will see the lift with customers.

MS. DUFF:  If you decide that you want to leverage, you've got activity that you think you could cross market with another program that you're offering, who makes that decision?
 Like, who comes up with the idea that, oh, this customer profile is ideal for another program.  Who makes those determinations?

MS. BERTUZZI:  That would be us at Enbridge, with obviously the help and experience from OPower.

MS. DUFF:  Now, in terms of providing the reports, electronic billing, people are asking for online, the pieces of paper going in the mail, that's not your primary source?  Is that your primary source of distribution for those reports?

MR. LISTER:  We have proposed both forms of distribution, both a letter for those who are not e-bill customers, but we don't want to exclude e-bills customers.

MS. DUFF:  And I know that you have a web portal.  I take it you are going to leverage your existing web portal on which to put these reports on.

MR. LISTER:  Yes.

MS. DUFF:  So if I am an e-bill customer, I am not going to get something in the mail; I am going to get instructions on your website to --


MR. LISTER:  That's right.  And by the way, any customer can access the portal, whether they are e-bill customers or not.

But yes, the e-bill customers who have elected to be communicated with electronically would be directed electronically.

MS. DUFF:  And the report format, you are obviously updating your web portal to accommodate this report?

MR. LISTER:  Correct.

MS. DUFF:  Thank you.  Those are my questions.

MS. LONG:  I was just going to ask, do we have a sample anywhere in the evidence of what one of these individualized reports would look like?  

MR. LISTER:I can't recall --


MS. LONG:  I didn't see it, but maybe I've missed it.

MR. LISTER:  My hesitation is only -- we were providing you an undertaking with the presentation that was provided at the stakeholdering, and it might have been included in there.  If it's not, I'm happy to --


MS. LONG:  Is it possible for to us see what one would look like?

MR. LISTER:  Absolutely.  Why don't we call it a different undertaking, that way I'll be sure that you will see it.

MR. MILLAR:  J9.6.
UNDERTAKING NO. J9.6:  ENBRIDGE TO PROVIDE A SAMPLE OF THESE INDIVIDUALIZED REPORTS


MS. LONG:  Mr. Lister, another question for you.

Mr. Millar had asked you about your contract with OPower, and he had asked you on Friday, if you can remember back to that, he had asked you if it was scalable.  And you had said that you thought that it was, however there may BE a change in pricing because you got volume pricing based on the contract as is.

MR. LISTER:  Correct, that's right.

MS. LONG:  But I wasn't sure that that meant that there would be any penalty if the contract were to be lessened, or the volumes were less.  You talked about price, but you didn't talk about penalty.  Do you know?

MR. LISTER:  To my knowledge, there is no discrete penalty, I suppose -- but it does hold that the pricing per customer would change.  It would go up obviously because --I'm assuming the scale would be down, not up.

MS. LONG:  Okay, but no independent penalty?


MR. LISTER:  No independent penalty.

MS. LONG:  And my final question was again with respect to OPower.   Mr. Janigan's compendium, I'm going to rely on, that was K8.2, page 37 of his compendium. 

This is dealing with your forecasted budget for marketing for all your programs, and if we look down to the bottom third of the page, you will see OPower there for a five-year total of 889,019.

MR. LISTER:  Yes.

MS. LONG:  Are those marketing costs in addition to the program costs that we've already seen?

MR. LISTER:  Yes, and thank you for bringing that up.  Over the weekend, I realize that I misspoke to one of the questions, which was does the entire budget go to OPower.

I said yes, and that's incorrect.  Part of that budget is represented here.  We call them "marketing" here.  They are really fixed or program costs.

So there are costs associated with research and generally keeping the program administered, to the extent they start at 150 and by year five, they're 171.  So we'll be sure to highlight that in the undertaking that we are providing.

MS. LONG:  So quite the opposite.  It is not an OPower cost; this is an Enbridge cost.

MR. LISTER:  This is an Enbridge program administration cost, yes.  That is where I misspoke.  So with my apologies, we'll make sure the undertaking is correctly reflective of that.

MS. LONG:  Thank you for the clarification.  Those are the Panel's question.  Mr. O'Leary, do you have any redirect?

MR. O'LEARY:  I do not, Madam Chair.

MS. LONG:  Well, I think what we will do is we'll take a break for five minutes just to get your next panel up, but it won't be our morning break.


And then, Mr. Brett, you are going to start with cross-examination.  Do you have any direct for the panel?

MR. O'LEARY:  We do not.

MS. LONG:  Okay.  So when we come back, Mr. Brett, based on your estimate, you can probably get halfway through and we'll break around 11:05.

And thank you, panel.  You're excused with our thanks. 
--- Recess taken at 10:30 a.m.
--- On resuming at 10:38 a.m.


MS. LONG:  Mr. O'Leary?

MR. O'LEARY:  Madam Chair, thank you.  I'm delighted to be able to introduce our third and final panel, panel 3.  Beginning as usual on my left, I have Mr. Terry Whitehead, and to his left is Mr. Rob Kennedy.  Mr. Lister, of course, you know.  To his left is Mr. Peter Goldman, and finally on the end as well is Mr. Brandon Ott, who you've seen on previous panels.

If I could ask, Ms. Frank, that they be sworn.
ENBRIDGE GAS DISTRIBUTION - PANEL 3, PROGRAMS:  COMMERCIAL, INDUSTRIAL, AND ENERGY MANAGEMENT


Michael Lister, Previously Affirmed


Rob Kennedy, Affirmed


Peter Goldman, Affirmed


Terry Whitehead, Affirmed


Brandon Ott; Previously Affirmed

MR. O'LEARY:  Madam Chair, if I may?  If I could first turn to Mr. Whitehead.  Could you and each of the panel members please just provide your position with the company?

MR. WHITEHEAD:  My name is -- sorry.  Again, my name is Terry Whitehead, and I'm the team lead for DSM commercial programs.

MR. KENNEDY:  Rob Kennedy, manager of commercial energy solutions.

MR. GOLDMAN:  Peter Goldman, manager of industrial energy solutions.

MR. LISTER:  Sorry, we skipped me, Michael Lister, senior manager -- Michael Lister, senior manager, energy solutions.

MR. OTT:  Brandon Ott, lead DSM policy.

MR. O'LEARY:  And we do not have any evidence in-chief, so this panel is now available for cross-examination.

MS. LONG:  Thank you, Mr. O'Leary.

Mr. Brett?
Cross-Examination by Mr. Brett:

MR. BRETT:  Thank you, Madam Chair, Panel.  Good morning, panel.  I represent BOMA, the Building Owners and Managers Association.

I wanted to start with a statement that appears at page 21 of 100 of your -- Exhibit B, tab 2, schedule 1.  I'm just going to read it.  I don't know that you need to turn it up, but I want to read it and ask a question about it.

It is in the second -- it's the first full paragraph of page 21, and it says: 
"Enbridge believes that further efficiencies for commercial and industrial customers can also be accomplished through operational and behavioural improvements, including commissioning and continuous monitoring to optimize energy use over time, as well as incentives to implement new, emerging, and cutting-edge technologies."


That's a statement that we agree with, my clients agree with, and I wanted to ask you, you seem to be beginning to reflect that approach to programming in some of your evolved and new programs, and I'm thinking particularly of the CEM program, Run It Right, and then perhaps others.  Would you agree with that?

MR. LISTER:  Yes, we would.

MR. BRETT:  I have a couple of preliminary questions on -- just on the data, the consumption data that are the criteria for these programs.  And I'm going to go through this with a few questions on each C&I program, and not every one, but most, but before I do that -- so I'm not looking for -- at this point for an explanation of the criteria of eligibility for a particular program, but I want to get some sense of the number of -- if you can give it to me, of the number of customers that are in each of these categories.

And there's a category that you have here between -- it's between 340,000 cubic metres a day and 5 million cubic metres a day.  And is that -- that shows up as a criteria, I believe, in the CEM program; is that right?

MR. GOLDMAN:  Yes, that's right.

MR. BRETT:  And how many customers --


MR. LISTER:  Sorry, can I just clarify?  It is not consumption per day, I believe, it is annual consumption.

MR. BRETT:  Sorry?

MR. LISTER:  You had referred to it as consumption per day.

MR. BRETT:  Right.

MR. LISTER:  It's annual consumption.

MR. BRETT:  Annual consumption.  Okay.  So they're not quite as big as I -- my mistake.

Now, how many customers do you have in that range of consumption?  How many industrial customers?  How many C&I customers would you have that have that -- fall within that consumption range, approximately?

MR. GOLDMAN:  Approximately in the industrial sector we have about 680 customers that fall within that category.

MR. BRETT:  Okay, and do you know -- can somebody tell me how many fall in that category in the commercial sector?

MR. KENNEDY:  I can, but just for clarity, the reference you are referring, to the 340,000 cubic metres, up to 5 million, that specifically is referencing our industrial sector.  In regards to commercial, I think what you are referring to is the buckets we have for our large and small, so what we have in that large bucket, we have about 12,000 commercial customers that use over 75,000 cubic metres of gas annually.

MR. BRETT:  Okay.  And the smaller -- how many do you have in the small bucket?

MR. KENNEDY:  Approximately 140,000.

MR. BRETT:  And the cut-off point there is 75,000 cubic metres annually?


MR. KENNEDY:  That's correct.

MR. BRETT:  So you don't have data on how many commercial customers would have consumption above 340,000 cubic metres annually?  Do you have a rough guess at what it would be?

MR. KENNEDY:  It would only be a rough guess.

MR. BRETT:  Yes.

MR. KENNEDY:  And again, not for certain, but approximately 2,000.

MR. BRETT:  Right.  And these would be very large office buildings, very large hospitals?

[Witness panel confers]

MR. LISTER:  Sorry, Mr. Brett, I was just conferring to confirm.  We did provide an IR response, where I believe we provided customer segmentation by consumption.

MR. BRETT:  Right.  Was that one of ours?

MR. LISTER:  We provided many like that.  I believe it was at GEC 25 --


MR. BRETT:  Okay, well, I can look that up, then.


MR. LISTER:  And that is tab 5.

MR. BRETT:  All right.  Thank you.

Just on that -- one last question on that.  In a response to BOMA number 4, you answered a different question.  It really was a question about your rates, and the volumetric borders of your rates, and on page 2 of that -- and that's Exhibit I, tab 13, EGDI.BOMA.4.  On page 2 of that you were explaining rate 125, and you said: 
"For customers, namely power producers, who use Enbridge's network to transport a specific maximum daily volume of natural gas that is not less than 600,000 cubic metres."


Are they all power producers in that rate class?

MR. OTT:  Yes, they are, Mr. Brett.

MR. BRETT:  How many are there?

MR. OTT:  There are five.

MR. BRETT:  Okay.  Thank you.

That's -- now, I want to move on to talk a little bit about, first of all, your custom commercial and custom industrial programs, and these -- custom industrial first.  First of all, on some -- and these two programs, it seems to me, have some characteristics in common; right?  For example, they apply to all customer classes, commercial customer classes?

MR. GOLDMAN:  That's correct.

MR. BRETT:  And the -- on the industrial side you've sort of -- you haven't -- you have incentives that are sort of tilted a bit toward the smaller producers, smaller customers.  It seems to me you have 10 cents a cubic metre of estimated savings for larger customers, which means customers over 340, and the larger saving point -- 30 cents per cubic metre for smaller customers.  Is that right?  Is that the case?

MR. GOLDMAN:  That's correct, we have segmented our industrial sector between the large customer who consumes over 340,000 cubic metres.  These customers are entitled to incentive of 10 cents a cubic metre.


MR. BRETT:  Right.


MR. GOLDMAN:  And they we are putting a much greater emphasis on these smaller customers who are much more difficult to reach and have much higher barriers, financial barriers.  So we have increased the incentive to 30 cents per cubic metre to help them implement those projects.


MR. BRETT:  And that differentiation is a tweak to your program going forward, is that right?


MR. LISTER:  It is, and that's -- we provide the reasoning throughout for that throughout the body of our evidence, and we really see that that is one of the areas that we have been very responsive, or tried to be very responsive to the framework.


MR. BRETT:  Right, okay.  Yes, okay, I understand.  The framework did talk about that.


Now, these two programs, and then some time -- I'll try and conflate these a little bit if I can where I can, that is your custom industrial and your custom commercial.  By custom, I'm understanding -- I don't think I need a big discussion on this, but my understanding of custom it is a comprehensive program.  It is a combination of various program elements that you try to, as the word says, custom tailor to the individual participant, right?


MR. GOLDMAN:  That's correct.  It is custom not just for the participant, but project-related.  So each project is looked at and --


MR. BRETT:  Right, and the question I have is are there funds in that -- as I recall, it is a ceiling of 100 lesser -- the greater of, I guess, 100,000 or 50 percent of the total cost of the project, right?  That's the ceiling on the incentive?


MR. GOLDMAN:  Correct, yes.


MR. BRETT:  And that applies to both commercial and industrial.


Now, the question I have is: Can those funds be dedicated in part to hiring a full-time or part-time energy manager for the industrial or the commercial corporation?  Is that within the scope of it?


MR. GOLDMAN:  No, it's not.  We don't have a program for energy management.


MR. BRETT:  Why don't you allow for say the capitalized cost of an energy manager?  Bearing in mind the quote I read you at the beginning and which you agreed with, that it was important to monitor, commission, incent behavioural changes, why do you not allow for some of the money to be used to bring on an energy manager, who could ensure that there was continuous improvement over the several years?  I'm interested in that.


MR. GOLDMAN:  Well, we do have our -- our comprehensive energy management program deals with energy managers within the customer's facility.  We are working on the premise that the customer should show initiative and have someone dedicated internally to do energy management activity.


MR. BRETT:  But you see him -- sorry, do you have anything else to add?


MR. LISTER:  Yes, I was going to say it is something that we looked at in the past, and historically what we found is that it doesn't necessarily generate the right sort of behaviour.  So companies are all too eager for to us help them with their labour costs, but --


MR. BRETT:  We're not talking about labour here.  We're talking about specialized, technical knowledge, someone who could guide them through the program or the -- guide them through the task of improving their performance over time.


Now, with reference to your -- Mr. Goldman, to your reference to the SEM, the SEM program or the CEM program, as I'm reading, you are going to have 75 participants in the it.  That is your goal over the five-year period in the CEM; that's 15 per year.


MR. GOLDMAN:  Our budget is set for 45 participants.


MR. BRETT:  Forty-five over the five-year period; that's 9 per year.


This industrial -- these two programs, custom industrial and custom commercial, I'm assuming they would apply to -- and have applied to since you started them --to a much larger number of customers, right?


In other words -- I don't know what the annual number would be, but do you have a number for, say, the industrial customers?


MR. GOLDMAN:  It applies to roughly 3,000 customers in --


MR. BRETT:  In the last three years?  Sorry, I'm talking about the number of people -- participants in your custom industrial program that you've had from 2012 through 2014, and maybe against that, what you're forecasting for the new program.


MR. LISTER:  Certainly we have provided information -- well, let me start with -- in Exhibit B, tab 2, schedule 1, we define the eligibility criteria. So you've got --


MR. BRETT:  That we have.


MR. LISTER:  We have provided interrogatory responses detailing industrial and commercial participation in our programs.  Those can be both found at tab 5, GEC 20 and 21, respectively.  I believe that gets to the heart of your question.


MR. BRETT:  Okay, that's fine.  I can look that up.


Now, do I understand this correctly that you -- that when these -- when these programs are -- let's take the industrial one and the commercial one, each of them.


When the work is completed, my understanding is that you don't -- at the moment, you do not meter measure the savings from those programs, correct, against a previous baseline?


MR. GOLDMAN:  As part of our program, we establish a base case and, in many cases, we do do a measurement to see what the existing conditions are.


And in a lot of cases, we also do a check by measuring or looking at the performance of equipment after the retrofit.


MR. BRETT:  So you actually measure the -- you look at the consumption, the customer's consumption after the retrofit project is completed?


MR. GOLDMAN:  We look at their energy usage within this piece of equipment.  We don't necessarily look at the billing meter consumption.


MR. BRETT:  Okay, that's -- you look at what the -- in the case of industrial, I suppose, this would be particularly the case.  You look at the actual consumption that piece of equipment has, correct?


MR. GOLDMAN:  In many projects.  We would install a gas meter on the appliance --


MR. BRETT:  Right.


MR. GOLDMAN:  -- to establish a base case, and then see the results after the retrofit.


MR. BRETT:  What about on the commercial side?  I take it on the commercial side you do not measure -- meter measure the customer's consumption as a whole, subsequent to a retrofit -- subsequent to a project.  Is that right?


MR. KENNEDY:  By and large, we do not.  We've found the challenges that have presented themselves through our Run is Right program, and the requirements to capture building information up to 12 months in advance of the project actually taking place, prohibits us from using actual data to specifically measure the savings.


MR. BRETT:  Sorry, you lost me there a little bit.  Consumption of the customer prior to you doing the program, am I not right that you have that information? You have the consumer's consumption, annual consumption going back several years?


MR. KENNEDY:  Certainly, we use the customer's consumption prior to implementation to create a baseline.


MR. BRETT:  Right, so you have something to compare it against?


MR. KENNEDY:  We have something to -- yes.


MR. BRETT:  But you didn't actually do that?


MR. KENNEDY:  That's correct, in most cases we use an engineered calculation to estimate savings in advance of the project.


MR. OTT:  If I may add to Mr. Kennedy's point there, Mr. Brett, I think some of the challenges we would see is do we have metered billing data for the prior 12 months?  Yes, we do.


That does not necessarily mean that we have all the information we would like or need to know what happened in that building over that 12-month period.


I think we've heard a fair amount of discussion in this proceeding about adjustments that need to be made to normalize these consumptions against --


MR. BRETT:  Are you talking about weather normalization?


MR. OTT:  Weather, and certainly occupancy is one high on the list.  Where we get challenged is the list is actually quite long.


So if there's an electricity retrofit, for example, and light bulbs will create less heat and we have to use more gas.  So there are a lot of different factors, and not having advantage to that, because we haven't reached the customer for a DSM offer yet for that 12-month monitoring period, is certainly a challenge.


MR. BRETT:  You have the tools, though, don't you, if you set your mind to it to -- we talked about normalization for weather; you always do that, so that's a given.


But you have the tools to take into account other changes.  I mean, you could -- do you not?  I mean, if there has been, for example, a massive change in occupancy.  Let's take one of my favourite old examples, a school board.  You've got a school working away, and they don't use the school after hours, and all of a sudden, in the year after you've done your project, lo and behold they start to use it all night long for community activities.

Now, you have tools at your disposal to compute at least some reasonable estimate of what that impact will be on consumption; right?  In other words, you can get yourself toward an apples-to-apples comparisons?  Is that not the case for some of these things?

MR. LISTER:  Yes, we have said a new times that, yes, that sort of analysis can be done.  We've also qualified that with, it is a very complex, time-consuming, expensive effort, and it requires a lot of assumptions, so that by the end of the analysis there is not a great degree of confidence, so for example, yes, there are tools to control for different elements.  How many elements need to be controlled for is, of course, a question.

So our view has always been that if a program is intended to improve the stock available to a customer, a retrofit program, then the measurement should necessarily reflect the stock and not the changes in behaviours.  In other words, it's very difficult to do that.

MR. BRETT:  Well, your program, though, as you've designed it, your custom program doesn't just deal with equipment; right?  It deals with -- leave aside the word "behaviour", because that's a word that has a whole lot of different meanings in this context, but your program deals with more than just a replacement of a piece of equipment, your custom programs, your prescriptive programs deal just with replacement of agreed types of equipment, but your custom programs are broader than that; correct?

MR. KENNEDY:  They are broader than that, specifically on the commercial side.  Certainly when a customer is looking at operational improvements we still use an engineered calculation to estimate the savings.

MR. BRETT:  So you use an engineering calculation to estimate the results that would accrue from, for example, energy management activity, or you're -- I think -- no, I'm sorry, I think I'm confusing things.  I think you are telling me you use an engineering calculation to calculate the impact of putting a piece of equipment in place, even though there may be some other aspects to the program?

MR. KENNEDY:  That's correct.

MR. BRETT:  What I'm talking about is a little different; it is a measurement of the actual results of the overall program, which, as you've told me earlier, you do not do.

MR. KENNEDY:  That's correct, so specifically with our custom program, our custom offer on the commercial sector, we use an engineered calculation to estimate savings.

MR. BRETT:  Let me ask, just on the verification by way of shorthand, sort of the verification evaluation stage of all of this, in some cases -- is it the case that when you have the engineering firm come -- the verifier comes into the picture, that the verifier will actually -- does he -- does the verifier install meters -- or not install meters, but does the verifier measure or attempt to measure before and after consumption?  Does he do that at all?  Does he do it in a small sample?  I'm speaking now with reference to the two programs, the industrial -- custom industrial and custom commercial, or does he use the same process essentially that you use and verify that you've done it correctly?

MR. KENNEDY:  So I'd say that the engineering firms that are part of our CPSV (sic), our custom savings verification process, in some cases do validate through billing analysis or actually looking at data.  Some of the challenges, of course, that you have in the case of a hospital or the case of a hotel-motel is, unless you normalize for density and population and meals cooked, you really can't use pre-and post-data, simply weather-normalize that data to accurately reflect your savings.

MR. BRETT:  But in any event, what you're -- in any event, I take it that if the engineer were to do this kind of analysis, he wouldn't do it in a lot of cases; he might do it in a few?  I mean, my general impression from the earlier panels was that for the most part this was not done in the verification evaluation method.  There was a small amount of activity, but in percentage terms it would be maybe 5 percent or 10 percent of the total projects; is that fair?  Leaving aside the difficulties and so on?

MR. KENNEDY:  I'd say that's correct.

MR. BRETT:  Okay.

MR. GOLDMAN:  Could I just add to the industrial sector, a majority of the projects, the verifier looks at the consumption data or the information given by the customer from their production information, et cetera, to establish the savings, so it's not just look at the installation and verification --


MR. BRETT:  He may be looking at -- oh, sorry, you're saying the -- you're saying the -- you would have that information yourselves in doing your own assessment, not just the evaluator; is that...

MR. GOLDMAN:  We have some of that information, but the evaluator will get independent information directly from the customer, so the data does not come from us.

MR. BRETT:  But my question -- okay.  That's fair enough, but the data he would -- the data he would get from the customer would be primarily the data associated with the impact of the -- would be the reduced equipment consumption of a particular piece of equipment; is that right, as you were saying earlier?  Or would he get something broader than that?

MR. GOLDMAN:  Maybe a little bit broader, because it looks at the overall production of the material that they process in the facility, and based on that, look at the data from this particular piece of equipment to establish the savings of the retrofit.

MR. BRETT:  So he might look at a production line, for example.

MR. GOLDMAN:  Correct.

MR. BRETT:  Okay, let me just move on, and please feel free to stop me whenever, you know, I'm -- I have another little bit on this to finish up.  What I -- sticking with these two programs for a minute, I'd like you to -- I want to look at the goals and objectives for a moment of these programs.  You have provided at different places in the evidence a statement of goals and objectives for both the custom industrial and the custom commercial program, and I -- see if I can just pull up an example of that here.  They are very similar; they are not the same.

If we look at, for example, tab 2, schedule 1, page 9, which is your 100-page summary of the programs, and page 9 of that you say -- you set out the primary objectives of the offer.  And you can look at them there.

Now, my question to you, Mr. Goldman -- I'll have a similar question for you, Mr. Kennedy -- is this:  Would you agree with me that it makes sense to add another goal or objective to that list, which basically is -- and I won't -- you know, I'm not trying to dictate wording here or suggest exact wording, but the concept would be that the goal would be to assist the energy manager at the corporation or the building or assist, if you like, the person that you are dealing with, to make the case to senior energy management that this is a worthwhile thing to do, that this particular -- that this particular set of retrofits, set of measures, that constitute your custom industrial or your custom service offering, is worth doing.  It's not so much -- you've got issues here about return on capital and so on and so forth, but I'm talking about sort of something that says really -- one way you could put it in sort of colloquial terms is that if a big company like Enbridge is willing to give us an incentive to do this, then it's probably worthwhile, and that would give some comfort to your senior managers, whom have a lot of other things to look at in addition to energy efficiency, as we all know.

So I'm suggesting -- I'm not suggesting anything you have there is invalid; I'm suggesting you need to add a concept, that is that in the real world one of the reasons -- one of the things that an incentive does is catch the attention of senior management; do you agree with that?

MR. LISTER:  So, Mr. Brett, if I could start the response, we do have offerings that are exactly as you've described --


MR. BRETT:  I'm talking about these two programs.

MR. LISTER:  Right, and I'm going to point you to page 94, where we have a program or an offering called comprehensive energy management which has objectives in it exactly as you've described.

MR. BRETT:  It does, but it only has 45 customers.  

MR. LISTER:  Right.


MR. BRETT:  That's what I'm trying to focus on here.  That's a highly restricted program; at least at the moment, it's a highly focused program on 45 customers. 

These custom programs are really the locomotive, if I can put it that way.  They are in fact the locomotive of your savings in the C&I effort, right? 

In fact, you've stated it.  I don't -- you don't need to turn it up, but I'm sure you know it.  You've stated early on in your evidence today that the custom commercial accounts for 85 percent historically of the CCM over the last several years, right?  Since 2008.

So it's the locomotive that drags your commercial energy sector program.  And I assume that to some degree, perhaps not same degree, but it's also been a successful program on the industrial side.  


So that's what why I'm focusing on these.  I know what the CEM does; I've analysed the CEM and I'm asking why -- I'd like to you answer my question:  Why would you not add it to this?

MR. GOLDMAN:  Mr. Brett, thank you.  You captured the essence of our program exactly as it actually operates.

We have a team of energy solutions consultants, who work on a daily basis with our customers to identify opportunities -- and I think our evidence states the key elements of our offer is developing the knowledge of energy efficiency opportunity, opportunity identification, measurement.  We help our customers measure energy use to quantify savings.  We help during implementation of those projects by bringing in third party business partners.

So we do all of those components to move the project forward.  That's why we feel we are quite successful in our program is because we understand our customers, and we guide them through all the hurdles that they might have to implement the project.

MR. LISTER:  We also try and have the customers -- we cross-market while we're there.  While we've got the customer's attention, we encourage them to look at other opportunities such as operational, or behavioural, or prescriptive.  So we don't just show up and do our custom and then walk away.

And to your question, we also often work with senior management.  They are the ones often who are approving projects, so we do directly communicate with them.

MR. BRETT:  I'm not suggesting for a moment that you're not successful.  I think you are, by and large.

But let me ask -- maybe rephrase the question a bit, or ask you a slightly different question.

Isn't it so, though, that the incentives that you provide, one of the advantages and consequences of your providing the incentives along with your expert advice and your ongoing working with the customer, you are providing money to them?  And isn't it so that one of the advantages of you doing that is that it helps get the attention of senior management, and it effectively allows them to be comfortable with going forward because you know, this -- in other words, it helps them understand that this is real.  This is not just some figment of old Harry's imagination, who carries a wrench down in the boiler room.  This is a real project that's going to save money.

Is that not the case, do you think?

MR. GOLDMAN:  That's correct, and quite often we have a cheque presentation to our customers at their facility, with a large cheque to showcase the projects and promote the internal staff who have implemented this project.  So it is a tool that we use, yes.

MR. BRETT:  And it seems to me that many of these organizations -- is it not the case that many of these organizations are quite proud of being involved in a program of this nature?  They feel it's --


MR. LISTER:  Absolutely.

MR. BRETT:  -- an important thing to them, whether we are talking about a condominium developer or an industrial plant.

MS. LONG:  Is this a convenient time to break?

MR. BRETT:  Yes, it is.

MS. LONG:  We'll be back at 11:35, thank you. 

--- Recess taken at 11:13 a.m.

--- On resuming at 11:34 a.m.

MS. LONG:   Mr. Brett, are you prepared to continue?

MR. BRETT:  Yes, I am.  Thank you.

MS. LONG:  Thank you.

MR. BRETT:  Panel, I just wanted to check on one matter before getting -- moving forward with some other programs.  Mr. Kennedy, in the commercial sector there's always been a -- is the issue of -- if you look at the barriers you have to success in the proceeding, is the split incentive issue still a barrier, or has it been pretty much dealt with?

MR. KENNEDY:  Yes.

MR. BRETT:  Maybe you can explain to the Board what a split incentive is in the context of a commercial building, office building.

MR. KENNEDY:  I can explain Enbridge's interpretation of what it is, certainly.  Obviously with landlords and tenants leasing space there can be reluctance from the tenant to invest in conservation initiatives such as capital equipment or improvements to the way they use energy, as they may not be the person or the parties receiving the incentive, so there was an IR response to this, and I won't necessarily point to that, but certainly I don't think that those challenges can merely be overcome by a program.

In the commercial space, we've surveyed and discussed with some of the property-management firms how they're getting around these concerns, and what they've stated back to us is that their leases now have terms in them where, if a tenant was to invest in a conservation initiative, whether it's capital equipment or behaviour or optimizing their equipment, then they can be the beneficiary of an incentive, so certainly I think that they're starting to be overcome.  


But again, I don't think that a program can necessarily address that barrier.

MR. BRETT:  Yes, fine.  Your answer is what I anticipated, that you need to pay attention to the leases and make sure the leases are drafted properly, right?

MR. KENNEDY:  Correct.

MR. BRETT:  And have you ever, for example, circulated a model -- use some shorthand, green lease to your customers, or have you left that to them to develop the leases?

MR. KENNEDY:  To my knowledge, we haven't been involved in providing context or perspective on what leases could look like.

MR. BRETT:  Okay.  I'm going to move on to a different program.  Now, I want to talk a little bit about Energy Compass and Run It Right, and these are programs that are -- these are programs that should be linked, correct, and are linked?

MR. KENNEDY:  They are linked, yes.

MR. BRETT:  In the sense that -- let me get at a little bit what I mean there.  The -- correct me if I'm wrong, but my very high-level summary, the Energy Compass program is where you go out and you try and bring in a number of operators of multi-buildings, whether they be universities, hospitals, people that own or run groups of office buildings, and you -- you provide them with assistance in measuring their consumption and comparing the consumption of one of their buildings against another building.

It's, in other words, a -- it's a form of limited benchmarking within one corporation; is that fair, at the moment?

MR. KENNEDY:  That's a good characterisation.  The goal of the offer is to -- I should say it's an initiative, as there is no DSM IDA associated with the Energy Compass initiative --


MR. BRETT:  There is no CCM that you claim for this.

MR. KENNEDY:  That's correct.

MR. BRETT:  And the actual dollars are spent in providing them with -- it is either your own sort of sweat equity in it, your own people, or allowing them to hire third party -- third parties to do this comparison analysis for them?

MR. KENNEDY:  To date, this analysis has been provided by Enbridge, so it would be the cost for us to administer that offer.

MR. BRETT:  Right.  Now, I understand your intention, though, is to -- I think I noted that you state that your intention is to broaden this program throughout -- through the -- through the -- in the new program, the 2-16, 2-20 program, are you going to try and extend this benchmarking to across the various owners, one with another?

MR. KENNEDY:  That's a fair characterization.  What we had in the past, specifically we would go out to a property-management firm that may have several buildings, and we would have the ability to benchmark one building against another, so certainly as we we've collected more data on new buildings in the commercial space we now have the ability to benchmark a building in a specific area against other like buildings.

Obviously there would be privacy concerns, so we would, you know, say that, building A --


MR. BRETT:  Right.

MR. KENNEDY:  -- this is what your energy consumption looks like, compared to a group of similar buildings.

MR. BRETT:  And you do this benchmarking yourselves?  Is that how -- at the moment?

MR. KENNEDY:  That's correct.

MR. BRETT:  And what you're benchmarking is energy consumption of the building against other ultimately like buildings; is that the idea?

MR. KENNEDY:  That's correct.

MR. BRETT:  So you will have office buildings, universities, hospitals, whatever categories functionally make sense will be benchmarked against one another.

MR. KENNEDY:  That's correct.

MR. BRETT:  Now, at the moment -- but at the moment you are not doing this cross-ownership benchmarking; it is benchmarking within a single owner?

MR. KENNEDY:  Actually, as of 2014 we started to have enough data and have the desire in the market to do so, so we've had some work with school boards where we've been able to compare a school board against another school board, so --


MR. BRETT:  Right.

MR. KENNEDY:  -- we're starting to see that type of --


MR. BRETT:  How much -- how many participants do you have this kind of data on at the moment?

MR. KENNEDY:  I'll have -- just let me look at the IRs.  I'm pretty sure we answered something to that in an IR.

MR. BRETT:  You may have.  I may have missed it.

MR. KENNEDY:  Just give me a moment.

[Witness panel confers]

MR. KENNEDY:  I'm not seeing it in my notes, but certainly, you know, we could take that as an undertaking, so you are simply looking for how many buildings have participated in Energy Compass?

MR. BRETT:  Yes.  That's right.  Yeah.

MR. KENNEDY:  That was provided in an undertaking, so if you give me a -- maybe my panel members a second --


MR. BRETT:  If it's in an undertaking, I'll find it.  That's all right.

But now what I'm interested in is the linkage between this program and Run It Right.  Are all of the people -- all of the buildings that you now have in your Energy Compass program, how many of those have gone into -- have become part of the Run It Right program?  Because as I understand it, from a high level again, Run It Right is a program where you actually -- you are -- you are measuring consumption once the -- after the company is in the program and has taken the energy management steps that the program offers, and you're looking to see a reduction then -- in other words, it isn't a pure comparison; you are seeking to show a reduction over time of the energy consumption of the participant; right?

MR. KENNEDY:  Sorry, you have a two-part question there.  So your first question was how many people that have -- or how many customers that have participated in Run It Right have gone through Energy Compass?

MR. BRETT:  Right.

MR. KENNEDY:  Okay.  So maybe you can address that question first.  I don't have a specific number, but the genesis of the program is to take that -- to go to a customer and offer that benchmarking service to them, and as we identify both high-consuming buildings with large capital opportunities and I'd say lower or less intense buildings, be able to qualify them and enter them or enrol them in the Run It Right program, so I don't have that number offhand, but certainly there is a high correlation between the two offers.

MR. BRETT:  So you're trying to really -- the programs would work best -- they work best, don't they, if they are effectively administered together, almost?  I mean, you want to -- isn't your objective to get them into Run It Right?

MR. KENNEDY:  I'd say that's fair, yes.

MR. LISTER:  I would also add, though, Energy Compass is a great lead generator.  So a customer may not be interested, at the customer's discretion, in joining the Run It Right program or offering.

But certainly, as a lead generator, it can allow our energy solution consultant to think of new or different ways -- maybe a different offering the customer might be interested in, for example, a custom or prescriptive offering, as well.

So it's broader, I think, than just Run It Right.  It can be a good lead generator.  But certainly Mr. Kennedy is correct, they are linked.

MR. BRETT:  Thank you.  Mr. Kennedy, you mentioned a moment ago that you put a gloss on certain types of customers who would be more logical customers for Run It Right.

What was that?  I just missed that.  Something about capital versus operating versus size of building?

MR. KENNEDY:  Yeah, so what I was intending to, I guess, articulate was merely that when we go out to a property management firm, or a company that owns a number of buildings, and we perform the -- or enroll them in the Energy Compass program and we benchmark their portfolio against one another, we obviously wind up with a number of buildings that have participated in a retrofit of some kind, and we may have buildings that are high consuming buildings.

So, you know, as we measure or look at all these buildings, you come up with good candidates for the Run It Right program, and then strong candidates for buildings to undertake capital measures like a boiler retrofit, or building automation systems.

So certainly the intent --


MR. BRETT:  In other words, your custom program, your custom commercial program?

MR. KENNEDY:  That's correct, yes.

MR. BRETT:  Or your -- but when a customer does get into Run It Right, my understanding is that -- and he does get assistance, energy management assistance through that program, that that assistance may result in you identifying retrofit opportunities in the Run It Right program?

MR. KENNEDY:  That's correct.

MR. BRETT:  This is really, in a sense, and I accept Mr. Lister's caveat, but in a -- but these programs are very -- ought to be very closely linked, is that not correct?

MR. KENNEDY:  I would agree with that.

MR. BRETT:  Now I want to move just briefly to the energy leaders program.  That program is a new program, correct?

MR. LISTER:  It is new for our portfolio beginning in 2016; correct.

MR. BRETT:  And one of the things -- one of the things that I noticed there, as well, you are going to provide assistance to some of these companies -- building owners who have done well, but have the potential to do even better and be sort of landmarks or, you know, models for the rest of the community.  Is that right?

MR. LISTER:  I would say that's a good characterization.

MR. BRETT:  And you are going to be measuring the savings that your programmer realizes with these folks?

MR. LISTER:  Yes, subject to the qualification that a participant that goes through energy leaders may actually be -- they may participate in any other kind of offering.  So, for example, that customer -- we may identify in working with that customer, suitable measures or outcomes that are best handled through the custom offering.

So the short answer is yes, but the incentives would be related to the custom offering and --


MR. BRETT:  Right.  My underlining thought was you want to make sure he remains an energy leader, right?

MR. LISTER:  That's right.

MR. BRETT:  And you do that by measuring the results as you go forward, regardless of where the money comes from for the incentives that he might implement?

MR. LISTER:  I think that's fair, subject to how we measure our other programs or offerings, yes.

MR. BRETT:  Because you are dealing here with a -- you are dealing here with people that you are seeking to make obvious leaders in their segments.

MR. LISTER:  That's correct.

MR. BRETT:  Now, I noticed you don't have a -- you have no evaluation plan for this.  Is this going to be coming?  Is there going to be an evaluation plan for it?

MR. LISTER:  When we produced our evidence, we had said that an evaluation plan couldn't be prepared for this particular offering because, as I say, there will be many different angles with which we pursue participants for energy leaders.

So energy leaders could be custom -- could go through the custom offering.  Energy leaders could go through the Run It Right offering.  Energy leaders could be identified through new construction programs.  So, this is -- it's an initiative that is tied at the hip really to any other offering where we identify, or customers self-identify as leaders.  So we haven't prepared a specific evaluation plan for it.

MR. BRETT:  I guess, putting it -- I didn't want to repeat myself, but I suppose putting it another way is so long as they stay leaders, that's what you want?

MR. LISTER:  That's correct.

MR. BRETT:  The commercial -- Savings by Design commercial program; you've been working this for a while, as you say, and you -- I think that there was evidence a day or two ago that you had something like five -- five commercial-industrial or commercial customers that had gone all the way through the program; is that right?

I guess the question would be how many people do you have in the program at one stage or another.  I think I understand the components of the program.  How many people are you working with?  How many developers are you working with?

MR. LISTER:  So we've established targets going forward.  I'll try the answer this way: I believe we reported in an interrogatory response that around 40 projects had gone throughout IDP, but as yet, no actual commercial buildings had been built.

MR. BRETT:  Right.

MR. LISTER:  And then to your question about how many customers do we work with, how many builders do we work with, that is expressly the point of our targets that we've set going forward for '16 to '20.

And if you will just give me a moment I can point you to those targets.  They can be found in Exhibit B, tab 1, schedule 4, and the Savings by Design commercial is represented in the MTEM scorecard.

So at page 29 you will see, for example, Savings by Design commercial has a middle target of 30 participants for 2016 and subsequent years follow that.

MR. BRETT:  And I take it that part of the program is that once the design -- once the building is completed, the incentives come in stages, but once the building is completed you have what's called a certified commissioning report, or a design commissioning report -- sorry, you have two reports.

When the building is completed you have a certification, a commissioning report; is that -- that essentially tells you that the building was built using the criteria and the information that emerged out of the Savings by Design process?  Is that right?

MR. LISTER:  That is essentially correct.  I have a little bit of hesitation.  We had intended that questions around new construction programming would be part of panel 2, so our expert is not here.

I'll do the best I can to speak to it, but that is essentially how the program works.  So as long as -- a condition of the program is that the building needs to be commissioned properly, yes.

MR. BRETT:  And you've put together a new commissioning program --


MR. LISTER:  That's right.

MR. BRETT:  -- new construction commissioning.  Can you speak to that, or can someone on this panel speak to that?

MR. LISTER:  I can try.  I can certainly try.

MR. BRETT:  Well, one of the things that I wanted to read and this as general -- I wanted to read this sentence to you and have you comment on it.

This is from page 66 of 100 of your evidence on the programs and it's the first paragraph.  It is an interesting sentence, and I wanted to read it out.  It says that: 
"The practice of creating structures and using processes that are environmentally responsible and resource-efficient throughout a building's life cycle from citing to design, construction, operation, maintenance, renovation, and deconstruction is arguably the single most cost effective strategy for reducing energy costs and greenhouse gas emissions in buildings in the 21st century."


That's a big statement, and it is one that we find interesting.

And so just a couple of questions on this initiative, and I realize that we're talking here about the entire building process.  You say in your criteria for this commissioning program that you -- it's not open to people that were in the energy -- in the commercial Savings by Design, and I take it that's because without -- I take it that's because as part of a Savings by Design you do have a commissioning tranche; is that right?  Effectively that's your final report, is a commissioning report?

MR. LISTER:  That is correct.  Perhaps I can help you a little bit here.  The distinguishing feature between the two programs is that Savings by Design works with builders who are at the pre-design phase.

MR. BRETT:  Right.

MR. LISTER:   So that's bringing in architects and builders and mechanical people and everybody to the 
table --


MR. BRETT:  Right.

MR. LISTER:  -- before a project has actually been designed.

MR. BRETT:  Right.

MR. LISTER:  The new construction commissioning is for those customers that we've missed, there is a lost opportunity at the front end; they've already designed their project, and it is well enough along that we will catch them or our attempt is to catch them when they commission the building so that we can ensure that the building as it's been designed and constructed operates as it was intended, at its peak efficiency level, if I can call it that.

MR. BRETT:  Yes, and you -- understood, and you have made the comment in your evidence in more than one place that there is an issue here, which is why you have developed the program.  In other words, the inference I took from that is a lot of buildings don't operate as they're supposed to.

MR. LISTER:  Yes, so part of our approach here in being responsive to the framework has been to limit lost opportunities or missed opportunities.  So we believe that this has the potential to be an effective program, and that there are missed opportunities currently happening, yes.

MR. BRETT:  Thank you.  And has the program started yet?

MR. LISTER:  It has not.

MR. BRETT:  Those are my questions.  Thank you.

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


MR. MONDROW:  Thank you, Madam Chair.  We circulated on Friday, I believe, a short set of materials labelled "IGUA compendium for Enbridge panel 3".  I believe the hearing panel has copies.  I hope the witnesses have copies as well, and I wonder if I could start by asking for an exhibit number for that.

MR. MILLAR:  K9.1. 
EXHIBIT NO. K9.1:  DOCUMENT ENTITLED "IGUA COMPENDIUM FOR ENBRIDGE PANEL 3"


MR. MONDROW:  Thank you.

Good morning, panel.  You can start maybe at page 1 of the compendium would be appropriate, Exhibit K9.1.  This is a page from your budget's metrics and targets evidence.  And I'm just using it for reference to the chart here.  I want to understand -- and Mr. Brett had some discussion with you about this, but I want to go one level down in detail, perhaps, in respect of customer types and how they fit into your DSM program.

So the first thing I want to understand is what's the distinction between a commercial customer and an industrial customer.  Maybe, Mr. Goldman, I could start with you?

MR. GOLDMAN:  Good morning, Mr. Mondrow.  We classify industrial customer as anybody or any facility that manufactures something, makes, produces goods, and we also include in that category our greenhouse customers.

MR. MONDROW:  And then what would a commercial customer be?

MR. GOLDMAN:  Commercial customers would be any office building, any facility that does not produce any goods, so office, hospital, in all institutional, MUSH sector, multi-res, et cetera.

MR. MONDROW:  Okay, and do commercial customers and industrial customers get different DSM programs or do they get the same programs?

MR. GOLDMAN:  Essentially it's the same program.  We have -- on the custom side we have a custom industrial and custom commercial, which is in nature very similar.

There are some differences in the amount of incentives to those programs, but essentially it's very similar approach.

MR. MONDROW:  And when you engage with your stakeholders, I think your evidence says that often you engaged your commercial customers and your industrial customers.  I think you used the phrase in your evidence "in tandem", which I took to meant (sic) in one group.  Sorry, I took to mean in one group.  Is that what you meant?

MR. LISTER:  I'm not sure exactly where you're referencing, but I think it's accurate to say that oftentimes when we stakeholder we'll stakeholder on the basis of commercial-industrial combined, but that's certainly not to suggest that we don't individually speak to associations or customers who have an industrial focus or, you know, business partners who are engaged with industrial, so there can be segmentation in that stakeholdering effort.  I'm just not sure where you're coming -- where we might have said that or make reference to what --


MR. MONDROW:  So let's look at -- fair enough, let's look at Exhibit B, tab 3, schedule 2, page 11.  Exhibit B, tab 3, schedule 2, page 11.  I'm looking at paragraph 26.  And you will see, Mr. Lister, it says:

"The industrial stakeholder engagement sessions were held in tandem with those of the commercial sector.  The objectives were similar and sought to share Enbridge's preliminary thinking on the future direction for offers in the business markets sector and to secure feedback on key programming."


MR. LISTER:  That's correct.  The stakeholdering that we conducted offer the fall months, I believe, of 2014 engaged customers who -- what we call commercial and industrial customers together at the same time.

MR. OTT:  If I might add to Mr. Lister's response -- good morning, Mr. Mondrow --


MR. MONDROW:  Good morning.

MR. OTT:  -- certainly having been at those stakeholder sessions -- I think perhaps most of this panel were at these stakeholdering sessions -- I think we would suggest that while we did hold the session in tandem, there were moments of clear separation in which an offering or approach or barrier was sort of posited in the light of an industrial, as opposed to a commercial customer and vice versa, so as much as they were held together, there were certainly some distinction at those sessions.

MR. MONDROW:  Could I take to you Exhibit B, tab 2, schedule 1, page 7.  I'm looking at the paragraph that follows your table, the end of the table on that page.  And about halfway through in respect of your resource acquisition offers it says: 
"In many instances commercial and industrial are treated as like sectors for the purpose of a given offer."


Is that an accurate statement?

MR. OTT:  Maybe I can begin the response for you, Mr. Mondrow, and my panellists may feel the need to help out.  I think we might suggest that it depends on the offer, so certainly something that I think the Board Panel has heard a lot of from us is our new focus on these smaller commercial, smaller industrial customers by way of increased prescriptive incentives, but also a direct install offer.  I think when we're in those spheres, that's where this type of a statement really holds true.

I think it would probably be fair to say as we move into engaging customers on a custom level that that might be somewhat different.

MR. MONDROW:  Okay, and the stakeholdering, Mr. Lister, that you were talking to me about a minute ago, that was stakeholdering in respect of your entire suite of DSM?  It wasn't constrained, was it, to prescriptive offers?

MR. LISTER:  It certainly was not constrained to prescriptive offers.

MR. MONDROW:  Okay, let's talk about customer size then for a minute, Mr. Ott.  Thank you for that entree.  And if you look at page 2 of Exhibit K9.1, you had some discussion -- this is the area that Mr. Brett touched on with you.  I just want to understand the large versus small a little bit more.

So the large-volume customers -- well, first of all,  Mr. Lister, I understood you to say this morning, just to set this up, that you are going to operate these programs and indeed, in respect of your at least resource acquisition scorecard, you are going to have two essential buckets, a large customer bucket and a small customer bucket.


Is that what you said this morning?


MR. LISTER:  That's correct.


MR. MONDROW:  And so just focusing on what a large volume customer is for the purpose of that bucketing, there is a footnote there and -- before I get to the footnote, or embedded in the footnote note is a concept that by large volume, you are referring to both commercial customers and industrial customers.  They are both in that large volume bucket, the larger volume customers in each of those categories?


MR. LISTER:  That's correct.


MR. MONDROW:  And you set out a consumption threshold there and for commercial customers.  It's a three-year average annual consumption greater than 75,000 cubic metres per year.  And for industrial customers, it is also a three-year average, but it is three-year average consumption, but it's greater than 340,000 cubic metres per year.



So I wondered why you have different size thresholds for determining which of your commercial and industrial customers get into the large bucket.  What is the purpose of that distinction?


MR. LISTER:  Well, perhaps I can start, and ask the program managers to step in as well.


But certainly it's been our experience, and we've chatted just now with you about the distinction between commercial and industrial customers.  Industrial customers often use gas for process load, as opposed to just heating. So the loads are typically very different, and typically what we find with industrial customers is the loads are -- can be more intense, bringing it -- as opposed to commercial customers, who use gas for very different reasons, which is typically space heating. 


Going back to the commentary where we had -- that you were just having or you were just asking us about, while it is true we tend to group our DSM offers in the commercial-industrial sphere together, the programs can be applied very differently, depending on who the customer is, what their interest is, et cetera.


So I hope that you'll agree or respect that there can be some variation in how we approach those customers.


MR. MONDROW:  I appreciate your comments, but I'm not sure I understand why you made that distinction for DSM categorization purposes.


The large volume threshold here is about four and a half times higher than -- sorry, the industrial threshold is about four and a half times higher than the commercial threshold.


So you can have -- you can have an industrial customer that consumes four and a half times what a commercial customer does, and yet the commercial customer could be in the large bucket and the industrial customer could end up in the small bucket.  And I don't understand why that is.


MR. GOLDMAN:  Maybe if I can jump in?  We do treat custom program on the industrial different than commercial, or the approach to the market is considerably different.


We picked 340,000 cubic metres.  It's not quite an arbitrary number, but it is a number that is a minimum for our contract volume.  So all our contract customers are over 340,000 cubic metres.  We have, in that category roughly 750 customers, and we have assigned energy solution consultants to each one of those accounts.  So every one of our energy solutions consultant has number of accounts that they are responsible for and help -- help them in energy management. So that's our custom industrial. 


When we are looking at our small industrial, under 340, we have roughly 2,000 customers in that range, and we simply cannot have this personalized approach to energy management to help.  So we are looking right now, as a development of our new program for 2016, a different way of approaching those customers, through third-party business partners, more efforts on our web portal to give information on what they can do to manage their energy, but -- so that's the distinction how we arrived for the industrial sector.


MR. KENNEDY:  Similarly -- sorry, if can just jump in?  Similarly on the commercial side, I think when we looked at the segments, both large and small, we tried to come up with barriers that are -- excuse me -- significantly different for both groups of customers.


So we know that on the large bucket of commercial customers, typically 85 percent of our DSM results come from that group of customers.  So we knew we needed a different value proposition for the smaller group of customers, increased incentives, Mr. Goldman has talked about the portal that we are working on developing to give business partners and customers access to tools that they can use online to estimate savings where they don't have a dedicated ESC to work with them and help them figure out the best technology and average savings when they are moving forward with a DSM initiative.


MR. MONDROW:  And those tools are intended for the smaller industrial customers in the small volume bucket?


MR. KENNEDY:  Yes, primarily.


MR. MONDROW:  Mr. Goldman, I'm going to refer to an IGUA-sized industrial.  Would you agree with me that an IGUA-size industrial is about seventy times larger than the 340,000 cubic metre per year threshold, on average -- like a lot larger?


MR. GOLDMAN:  Not necessarily.  They fall within -- there are some very large customers that are IGUA members, but I think there are some smaller ones.  I do not have that information.


MR. MONDROW:  Okay.  So my information is that IGUA members on average consume between 25 million cubic metres a year and a billion cubic metres a year; would that surprise you?


MR. GOLDMAN:  In -- no, it does not surprise me.  The qualification is that in our franchise area, Enbridge's IGUA members are considerably smaller.  They do not approach the upper range that you just described.


MR. MONDROW:  Okay, but they're well over 25 million cubic metres a year, on average?


MR. GOLDMAN:  Possibly, subject to check.


MR. MONDROW:  Steel mills, mining operations, paper and packaging, other industrial materials, they'd all consume in the tens of millions of cubic meters per year?


MR. GOLDMAN:  Our paper and steel industry customers would be in about 25 to 30 million cubic metres of consumption, for individual site.


MR. MONDROW:  Okay, so much larger than the 340,000 cubic metre threshold we've been talking about?


MR. GOLDMAN:  Correct.


MR. MONDROW:  Okay.  Can I take you to page 6 of Exhibit K9.1?  This is just the cover page which you've seen many, many times from the Board's policy on new DSM framework.


And then, on page 7 of the compendium, we've reproduced page 27 from the policy, and in respect of the IGUA-size industrials that we've just been talking about, I want to ask you about some phrasing used in the third paragraph on that page.


So the paragraph begins: "The Board is of the view that rate-funded DSM programs for large volume customers should not be mandated as," and again, I'm asking you in respect to the IGUA-size customers, "these customers are sophisticated and typically competitively motivated to ensure their systems are efficient."


Would you agree with the Board's statement as applied to the IGUA-size industrials, Mr. Goldman?


MR. LISTER:  I don't think we have any reason to disagree, Mr. Mondrow.


I would note that the Board for themselves haven't taken a moment to read the entire preamble here.  But they satisfied themselves that what they were specifically referring to was rate 25, and then a variety of rate classes for Union that I'm not very familiar with.


MR. MONDROW:  I'll come to that in a minute, Mr. Lister, its actually rate 125, I think, but --


MR. LISTER:  For Enbridge, yes.


MR. MONDROW:  For Enbridge, yes.  But, Mr. Goldman, would you agree we me that the statement that the IGUA-size industrials are sophisticated when it comes to energy usage?


MR. GOLDMAN:  I can qualify the answer is that they have the capability of the sophistication.  But in our practical experience working with those customers, we see there's quite a bit of lack of sophistication on some aspects of their operation.


MR. MONDROW:  Like what?


MR. GOLDMAN:  For example, one of our largest customers that uses a lot of natural gas for their painting operation has actually -- does not know how much gas and where they use in their operation and have actually engaged us to help them do a sort of energy mass balance to see where the energy is going and what can they do to reduce it.  And I would consider that company to be one of the most sophisticated corporations in the world.

MR. MONDROW:  All right, painting what?  What do they paint?

MR. LISTER:  I don't think we want to get into customer specifics, if you are looking for a name or something.

MR. MONDROW:  I didn't ask for a name.  I said painting what?

MR. LISTER:  I think you were referring to a customer who manufactures paint, but again, coming back to our sort of our high-level comments, there is no question some of those -- your membership may be sophisticated, and we work with some of your members, even those that are sophisticated, and frequently what we hear is that they value our service.  We didn't -- we took the Board's framework and guidance as they laid it out.  Again, I may be jumping the gun, Mr. Mondrow, but the Board satisfied themselves what they considered to be large, sophisticated customers.

MR. MONDROW:  Okay.  So Mr. Goldman, would you consider a steel mill to be sophisticated when it comes to energy-use customer?

MR. GOLDMAN:  Steel mills are extremely sophisticated in their operations, and they do know how their energy is used within their facilities.

MR. MONDROW:  And mining companies?

MR. GOLDMAN:  I'm not familiar with the mining operations.  We do not have any mining customers.

MR. MONDROW:  Paper and packaging?

MR. GOLDMAN:  Yes.

MR. MONDROW:  Okay.  Are they -- those steel mills and those paper and packaging companies, are they competitively motivated?

MR. GOLDMAN:  Yes, of course.

MR. MONDROW:  Would you agree that those steel mills and paper and packaging operations tend to prioritize energy efficiency?

MR. GOLDMAN:  No, I do not agree with that.

MR. MONDROW:  Okay.  Can you open Exhibit B1, tab 1, schedule 2, page 17, please.  Paragraph 37.  At the end of that paragraph there is a reference to "small industrial and commercial customers who may not prioritize energy efficiency."

I took that to distinguish from large industrial and commercial customers who would prioritize energy.  Did I read that incorrectly?

MR. LISTER:  I don't think that what was intended was an all-encompassing statement.  Certainly our experience is that small industrial customers are not as engaged with energy efficiency.  That's true.  Larger, more sophisticated companies -- I don't want to paint too general of a brush or be too general -- may not always prioritize energy efficiency for a variety of reasons.  It may not be a large part of their total operational cost.  They may have many other items or projects or undertakings that they wish to pursue.

But this statement as we've said it here, I think stands and was specifically geared towards small industrial and commercial.

MR. MONDROW:  Right.  So Mr. Lister, are you telling me that large industrial and large commercial customers don't prioritize their energy efficiency?  Is that how I should read your answer?

MR. LISTER:  No, my response was that they may or they may not prioritize energy efficiency.  The statement here was specifically referring small industrial and commercial.

MR. MONDROW:  May I take you to page 21 of the same exhibit, please, paragraph 47.

So in respect of your commercial market this talks at the end of -- Enbridge has done -- in the middle of the paragraph"

"Enbridge has done two things:  Added in a separate small-volume customer CCM metric that creates focus on achieving results from smaller customers, and number 2, developed a direct install offer that will mainly drive results to the small-volume customer CCM metric and which addresses the barriers for engaging small commercial customers, such as lack of time, energy management, knowledge, and resources."


So I again read that to indicate that large commercial customers and probably large industrial customers did have energy-management knowledge.  Did I misread that evidence as well?

MR. LISTER:  Well, I think specifically what we were referring to here in some of the setup that led us to these conclusions -- and we've stated this observation for the Board already in this hearing -- was that in the past with a single metric dedicated to CCM, what we found was naturally an incentive to go after large customers.

When we reviewed the framework, there was very explicit direction and guidance about expanding the scope of DSM in Ontario and specifically reaching smaller customers.

So in our approach to -- or trying to address that in our approach in the design of our plan, we thought it prudent and quite smart, actually, to create a separate metric that allows us to focus on that particular segment, and the statement here stands that that's been our experience with small customers.  They are not as engaged -- they have not traditionally been as engaged in energy efficiency as we might like, so we are trying to create the focus ongoing after those customers.

MR. MONDROW:  And you said one of the barriers is small customers don't have energy-management knowledge.  I took that to mean large customers do.  Is that --


MR. LISTER:  I don't see that we've expressly said here one way or another anything about large customers, but we certainly have made the statement about our experience with small customers.

MR. MONDROW:  Well, are they different in that respect from large customers?

MR. LISTER:  They may be.  We've certainly worked with a lot of large customers.  Even though they have energy-management professionals we still work with them closely.

MR. MONDROW:  Fair enough.

One more excerpt from this exhibit, please, page 8.  Now, I have to find -- I'm sorry, I didn't mark down the paragraph number for this one -- oh, I'm -- that's why.  I'm in a different schedule.  I have to take you, please, to Exhibit B, tab 2, schedule 1, page 8.  My apologies.  This is about your custom industrial program.  And under the background section you say: 
"The customers most receptive to energy-efficiency projects have historically been large users of natural gas, many of whom have a corporate objective to cut energy costs, increase energy efficiency, and/or reduce carbon emissions."


Mr. Goldman, IGUA-sized members we've been talking about, do they have corporate objectives to cut energy costs, increase energy efficiency, and/or reduce carbon emissions?


MR. GOLDMAN:  The majority of them have some corporate objectives.  However, we are operating on the plant level, and our experience has been that on the plant level those objectives are not necessarily followed, as the production -- pressures of production and quality control overshadows the energy-management component of their corporate objectives.

MR. MONDROW:  Twenty-five million cubic metres a year is a large amount of gas, isn't it?

MR. GOLDMAN:  Correct, yes.

MR. MONDROW:  And it's a very significant input cost for these companies?

MR. GOLDMAN:  It probably is in the --


MR. LISTER:  I don't know that we can definitively answer that question.  Every customer is different.  Certainly we are not disputing that they may have some sophistication, but --


MR. MONDROW:  Sorry, Mr. Lister, you are talking to me about DSM programs for large industrials and you don't know whether it's a significant input cost for them?

MR. LISTER:  What I was going to, if I could finish my response, was say that different customers will have different needs and priorities and input cost levels, so for a very energy-intense company, of course the input cost is going to be higher than for a relatively less energy-intense company.

They may both still be large users of gas, but -- so I'm just hesitating to provide a generic response that paints all customers with one brush.

MR. MONDROW:  Mr. Goldman, are steam (sic) mills energy-intense companies -- steel mills?

MR. GOLDMAN:  Yes, they are.

MR. MONDROW:  And would gas be a large input cost for them?

MR. GOLDMAN:  I don't have exact numbers, but I would expect that gas costs would be under 10 percent of their production costs, so -- which is a large, but not as significant as some other costs.

MR. MONDROW:  Okay.  And you deal with some paper and packaging companies, industrial companies?

MR. GOLDMAN:  Yes, I do.

MR. MONDROW:  And would gas be a significant annual cost for them?

MR. GOLDMAN:  Yes, it would be.

MR. MONDROW:  So, Mr. Lister, referred me -- and I'll take to you page 8 of Exhibit K9.1 -- to the Board's determination in respect of Enbridge's large volume class being rate 125.  And I think you confirmed for Mr. Brett this morning that all six customers in that -- five customers, excuse me, in that class are power generators?

MR. LISTER:  Yes.

MR. MONDROW:  Right.  And did the Board ask you for information on which of your rate classes contain large volume customers in preparing their policy?

MR. LISTER:  I don't specifically recall sitting here right now.  But of course the framework and this document that you are referring to here was the product of a series of meetings and submissions that the Board took and considered when it developed this framework.  So I won't be surprised to know -- or I wouldn't be surprised to know that they did ask those questions, yes.

MR. MONDROW:  I'm going to go back to page 3 of our compendium, Exhibit K9.1.  This is a piece of evidence, a schedule from your 2015 rate adjustment application, which has the label at the top right corner of the page that says EB-2014-0276.

And I merely wanted to, as I did with Union's witness panel, use this as a point of reference for your various rate classes.  And I'm interested in the rate classes into which IGUA members fall, those being rates 110, 115, and 170.  There are also some in rate 6, I understand, but I am going to focus on the first three: 110, 115 and 170.

So am I right, Mr. Lister -- if these questions are for you -- that the contract sales group of rates listed there, contract sales means that these are contract customers, but they buy gas from Enbridge; is that what that means?

MR. LISTER:  That is my understanding.

MR. MONDROW:  Okay, and they --


MR. LISTER:  Sorry, I would just like to qualify that I don't work in that group, but that is my understanding.

MR. MONDROW:  Pretty basic stuff.

MR. LISTER:  I'm sorry?

MR. MONDROW:  It's pretty basic stuff.

MR. LISTER:  Okay.

MR. MONDROW:  I'll go with your understanding.  I have confidence in you. 

And those rate classes would include both commercial and industrial customers?

MR. LISTER:  That's my knowledge or understanding, yes.

MR. MONDROW:  And they'd include both large and small customers, by your DSM bucket definition?

MR. LISTER:  They may very well.

MR. MONDROW:  Well, Mr. Kennedy, would they include both large and small commercial customers?

MR. KENNEDY:  I would agree with what Mr. Lister provided.

MR. MONDROW:  And, Mr. Goldman, would they include both large and small commercial customers?

MR. GOLDMAN:  rate 110 and --


MR. MONDROW:  110, 115 and 170.

MR. GOLDMAN:  170 may -- rate 110 may contain some of the -- no, it would not contain any, because industrial customers commercial -- our bucket is 340,000, so they are all contract customers.  So they would be in -- all of the industrial would be in those rates.

MR. MONDROW:  I'm sorry, the contract customers are 340,000 cubic metres a year and above for the industrial categories.

MR. GOLDMAN:  Yes.

MR. MONDROW:  So any contract customer sales or T service would be in these rates, and any non-contract customers wouldn't.  Is that what you're telling me?  They'd be in rate 6, presumably?


MR. GOLDMAN:  That's correct.

MR. MONDROW:  Okay, I appreciate that.  Thank you.  And the bottom group, the contract T service customers I just alluded to, they are also contract size customers, but they don't buy gas from Enbridge.

That's what that means, Mr. Lister, is that correct?

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

MR. MONDROW:  And those rate classes include both commercial and industrial customers?

MR. LISTER:  Similar to the response to the contract sales, yes, that would -- I would -- that is probably the case.

MR. MONDROW:  Okay.  And, Mr. Goldman, the industrial customers that are T service customers could be any volume from 340,000 cubic metres per year and up?

MR. GOLDMAN:  Correct.

MR. MONDROW:  Okay, thank you.  And the number of customers in the 2015 budget column, column 1, listed beside each of these rate classes, in both of the contract sales category and the contract T service category, if I wanted to get the total number of customers' budget for rate 110 for example, I would add the two numbers, right, the 152 and the 34 in the case of rate 110?  Is that how I read this?

MR. LISTER:  I'm sorry, is your objective to know how many customers were in rate 110?  Yes, you would sum lines 2.2 and 3.2.

MR. MONDROW:  Okay.  Now, you referred Mr. Brett earlier to some responses to GEC interrogatories and, in particular, to topic 5.EGDI.GEC.25, where there was some breakdown of customers by volume, and the volume you used for the largest bucket was 5 million cubic metres per year and up.

I'm wondering whether you could advise us -- and I didn't see this anywhere.  Maybe it's on the record, but I didn't see it -- how many customers in each of rates 110, 115, and 170 would be in the 10 million cubic metres per year, 25 cubic metres per year, and if you have any 50 million cubic metres per year annually and up categories.  Could you do that?

MR. LISTER:  Certainly by way of undertaking, I'm sure we could provide that.  Obviously, we're not -- I don't think we're in a position to know that sitting here, but we can provide that by undertaking.

MR. MONDROW:  That's what I anticipated.  That would be helpful for me.

MR. MILLAR:  J9.7.
UNDERTAKING NO. J9.7:  enbridge to provide the number of customers in each of rates 110, 115, and 170 that would be in the 10 million cubic metres per year, 25 cubic metres per year, and 50 million cubic metres per year and up categories

MR. MONDROW:  When you do to do that, do you define customer by entity or by meter?


MR. GOLDMAN:  By entity, so one facility may have two meters and we would combine those two.

MR. MONDROW:  Okay, that would be perfect.  That's what I would like.  Thank you very much.

Now, just back to page 2 of Exhibit K9.1, please, the rate classes that I've been talking to you about, 110, 115 and 170 -- and I think we confirmed this, but I want to be express about.  The customers, the DSM participants and therefore the cubic metre savings for each of those classes would cut across these two buckets, the large volume bucket and the small volume bucket.

Mr. Lister, is that correct?

MR. LISTER:  I believe they would, subject to my understanding was that in any of those rate classes that you've pointed us to, they could be large or small, so the answer is yes.

MR. MONDROW:  Right.  So in order to –-

MR. OTT:  With the exception -- I think we did hear industrial contract customers being 340,000 and above.  So presumably, those would all land in the large volume.

MR. MONDROW:  Yes.  That's a good point.  Thank you, Mr. Ott. 

In respect of the commercial customers, Mr. Kennedy, in order to allocate the CCMs between the large volume bucket and small volume bucket, you'll have to track your customers by customer, as opposed to rate class, right?

MR. KENNEDY:  That would be fair, yes.

MR. MONDROW:  And you have an ability to do that, presumably?

MR. KENNEDY:  Correct.

MR. MONDROW:  Madam Chair, I'm not sure when you wanted to break.  I could break now if it's convenient, or I could keep going.

MS. LONG:  Why don't you keep going?

MR. MONDROW:  Mr. Goldman, do you anticipate that the IGUA-size customers are likely to be captured under the upcoming cap and trade policy as stand-alone large final emitters? 

MR. OTT:  Mr. Mondrow, I think -- we are just conferring as a panel here.  There is not a whole lot of expertise on the upcoming cap and trade policy on this panel. 

So, I think we can maybe make best efforts to answer some questions, but I'm not sure Mr. Goldman is in a great position to opine on who those regulations may or may not impact amongst his customers.


MR. MONDROW:  Well, Mr. Ott, maybe we'll let Mr. Goldman speak for himself.


You deal with these largest industrial customers on a daily basis, Mr. Goldman?


MR. GOLDMAN:  I do, but to continue what Mr. Ott had said, we do not know what is the limits for cap-and-trade are and also what industries will be exempt.  My understanding is that there will be some industries that are exempt from cap-and-trade, so I can't speculate to which one of our customers will be subject to it.


MR. MONDROW:  Have they expressed any concerns or thoughts to you, these representatives from these customers, about the impact of cap-and-trade on their businesses?


MR. GOLDMAN:  No.  We have customers asking us for calculators to be able to calculate the equivalent of carbon dioxide emission for combustion of natural gas, but we have not had any conversation regarding their concerns.


MR. MONDROW:  So Mr. Goldman, you were responsible for the largest-volume industrial customer DSM programs?  Am I correct?


MR. GOLDMAN:  That's correct.


MR. MONDROW:  Have you given any thought to the impact of cap-and-trade on those programs in the next five years?


MR. LISTER:  I appreciate that you are asking the question of Mr. Goldman, but as a policy perspective maybe I could step in and help --


MR. MONDROW:  Well, could I just get Mr. Goldman's answer first, please?


Have you given it any thought, Mr. Goldman?


MR. GOLDMAN:  From my perspective, is that cap-and-trade will aid us in -- it will -- our program will aid our customers to achieve their cap-and-trade objectives.  We will be in a position to identify energy conservation measures that will reduce their carbon-dioxide emission, and hopefully that will lead to their overall meeting the target.


MR. MONDROW:  If they are required to meet a target, why would you give them money to do that?  They have to meet it anyway with or without your money; why would you pay them?


MR. GOLDMAN:  Well, again, I am not an expert in cap-and-trade, but my understanding of it, that those customers will be able to buy allowances as well.


MR. MONDROW:  Right.  But they'll have to in fact buy allowances -- just let me finish the question.  They'll either have to buy allowances or reduce their emissions on their own dime.  Why would you give them money to do that?  They don't -- it is not like they're not going to do it if you don't give them money.  They have to do it anyway.  So what's the value of DSM incentives in that context?


MR. OTT:  Mr. Mondrow, if I might --


MR. MONDROW:  No, I'd like Mr. Goldman's response first, and then whoever else wants to answer can answer.  He's the large-volume customer --


MR. GOLDMAN:  Our program is not hinged on providing incentive -- large amount of incentive to our customers.  Our biggest value that our customers see is providing them the technical expertise in identifying gas-saving opportunities within their facility and reducing their overall emissions, so that's the largest value that we provide.


Our incentive are, as compared to other jurisdictions, are quite modest, and are very much welcome by our customers, and help drive those projects forward.  However, they are not the only thing -- that's not the primary point of our program.


MR. OTT:  Mr. Mondrow, if I may aid Mr. Goldman in providing a fulsome answer on behalf of the panel, I think what we heard in your question were two options:  One in which that individual customer reduces their consumption and one in which they purchase allowances somewhere else, presumably allowances that may have happened without their purchasing of them.  They would have been purchased by somebody else.  So --


MR. MONDROW:  They would have been produced by somebody else?


MR. OTT:  Produced by somebody else.  So it -- perhaps the scenario we are outlining here is, if DSM can make a difference here, it can push that customer to do the option in which they reduce their emissions rather than looking somewhere else to purchase allowances that would have taken place anyways.


MR. LISTER:  I would also like to just add from Enbridge, and not only just a panel but an Enbridge perspective, in establishing our application at the time the framework was released was in advance of any knowledge, and at this point we still don't have complete clarity on where carbon policy may take us, and that's been, I'm sure you've read over many panels, a point of discussion.


But we were specifically asked to be responsive to the framework; the framework didn't mention carbon.  That's not to say our heads are in the sand.  Of course we know it's coming, but we've repeatedly said that we'll have to react to the carbon-policy framework once it has become known.


MR. MONDROW:  Mr. Ott, if some of your largest industrial customers become subject directly to cap-and-trade would you continue to offer financial incentives for DSM programs?


[Witness panel confers]


MR. MONDROW:  And I meant to those customers, of course, those customers subject directly to cap-and-trade.


MR. OTT:  Thank you for your patience, Mr. Mondrow.  The answer at this moment time is, yes, we have no reason not to.


MR. MONDROW:  Okay, thanks.  Could I take you to page 5 of Exhibit K9.1, please.  Mr. Goldman, I think just a clarifying question.  This may just be a small error, but just so I'm clear, in paragraph 17 on this page, this talks about your large-volume versus small-volume buckets, and in paragraph 17, talking about the small-volume customer CCM target it says, the second sentence in the paragraph:

"For the purposes of establishing whether a commercial or industrial customer's natural-gas reductions should be captured under this metric, the company shall use the same thresholds identified above."


So would there be some industrial customers below the 340,000 cubic metre threshold in your DSM programs?


MR. GOLDMAN:  We have approximately 2,000 industrial customers under 340,000 cubic metre threshold that will fall into the small-volume customer program.


MR. MONDROW:  They are all in rate 6, I guess?


MR. GOLDMAN:  Yes.


MR. MONDROW:  Okay.  Thank you very much.


Mr. Goldman or Mr. Lister, I guess, in the last plan period, the 2012 through '14 DSM plan, your large-volume industrial customers, rates 110, 115, and 170 were under DSM programs that were subject to negotiated spending caps in respect of those rate classes; is that correct?


MR. LISTER:  That's correct.


MR. MONDROW:  And if you look at page 10 of Exhibit K9.1, this is the cover sheet from the settlement agreement in that proceeding.  And I've just reproduced at pages 11 and 12 of the compendium the table of contents.


And then if you turn to page 13 you see listed there in the background in context section for the settlement agreement a number of working groups and a number of working-group members, and then if you turn -- at the bottom of page numbered 14 of the compendium, which is page 5 of the settlement agreement, you see the beginning of the list of parties that were party to the settlement agreement, and that list continues over on to page 6 of the settlement agreement, which is page 15 of the compendium.


Is it fair for me to conclude, Mr. Lister, that this settlement agreement was reached by broad consensus among your traditional DSM stakeholders?


MR. LISTER:  I would have to agree; I wasn't there, but certainly this is a settlement agreement, and there's, as you've just pointed, a list of parties who agreed to the settlement agreement.


MR. MONDROW:  Mr. Goldman, were you there?


MR. GOLDMAN:  Yes, I was.


MR. MONDROW:  So you'd agree with my characterization of broad consensus in support of this agreement?


MR. GOLDMAN:  That's correct.


MR. MONDROW:  And so if you could go to page 15 of the settlement agreement, which is page 18 of Exhibit K9.1.  I just want to look at a detail here.  And you can see under paragraph labelled (g), the second sentence says:

"However, the parties agree for each of 2013 and 2014 that the total budget spent on programs and activities (including allocated overheads but excluding low-income allocations) for all customers in rate classes 110, 115, and 170 shall not exceed the following annual limits."


And then it gave you spending caps for each year for each of those rate classes, and then the settlement goes on to recite: 
"The purpose of these limits is to ensure that the maximum cost to be borne by industrial customers in these rate classes is known in advance and capped.  The limits apply whether or not Enbridge has accessed the DSMVA."


And then dropping down, it gives some rules about not limiting DSMV -- not otherwise limiting DSMVA access, and then I want to pick one the sentence that starts: 
"To ensure that commercial customers in the three affected rate classes," and this is distinct from industrial, "are not adversely affected by the spending caps, Enbridge commits to managing spending within each of the three rate classes such that no commercial customer in any of the classes would be prevented from participating in any of the company's DSM program or initiative offerings as a result of the annual spending caps imposed on each rate class."


So I'd like to ask -- and this may be for you, Mr. Lister, I'm not sure -- how did you manage spending to ensure that commercial customers had access to DSM programs despite the spending limits negotiated?

MR. LISTER:  Well, we would actively manage it by understanding throughout the year who the customers are who have taken advantage of our programs and who we've worked with, and ensuring that the spending limits were not exceeded.

MR. MONDROW:  So that's how you managed the spending limits.  But I think the reference to managed spending -- correct me, if I'm wrong -- is to make sure that despite the limits, no commercial customer was denied access to -- as distinct from industrial, was denied access to a DSM program. 

You managed to do this through these DSM program years, I assume.

MR. LISTER:  Correct, so -- sorry, maybe I was being too general.

So in doing that work, similarly we would know which commercial customers had undertaken DSM programs, and the amount of budget associated with their participation.

So we would be able to distinguish and therefore manage the spending limit, and further, ensure that no commercial customers were prevented otherwise.

MR. MONDROW:  And if you could turn over to page 19 of the compendium, I am now back in evidence from the current application, and this evidence deals with the 2015 -- I think it's sometimes called the rollover year, and paragraph 13 confirms that the 2015 total budget spent on programs and activities, including allocated overheads but excluding low-income allocations, for all customers in rate classes 110, 115 and 170 shall not exceed the following annual limits, and again they're set out. 

Subparagraph (a) tells us that those figures were derived by applying the previous, the 2014 spending limits and increasing them by 2 percent.  And then subparagraph (b) mimics the same language that I read to you from the settlement agreement, to the effect that the purpose of the limits is to ensure that costs borne by industrial customers in these rate classes is known in advance.

But at the same time, looking at the bottom of that subparagraph (b), you can manage spending and you will manage spend continuing to ensure that no commercial customer is denied DSM access.  And I assume that to date in 2015, you've been able to do that.  Is that correct?

MR. LISTER:  That's correct.

MR. MONDROW:  Now, in 2015, does that spending cap for those rate classes include the $370,000 forecast in 2015 for comprehensive energy management, one of your transitional projects?

MR. OTT:  Yes, it does, Mr. Mondrow.

MR. MONDROW:  In respect of your transitional projects, you have asked to be free to reallocate the total for that bucket of projects of $4.92 million as among them.

So, Mr. Ott, my question is: Would the spending caps that you committed to in 2015 for those three rate classes, 110, 115 and 170, continue to govern?

So in other words, would that reallocation of funds as among your transition year programs be subject to those rate caps for those rate classes?

MR. OTT:  They would.

MR. MONDROW:  Thank you.  I tried to find in the evidence and I couldn't -- that doesn't mean it's not there, but I couldn't find program budget allocations inclusive of allocated overheads, but exclusive of low-income, which was the same basis upon which these spending caps were first negotiated and are now being applied by you for 2015.

Could you undertake to provide those allocations of DSM costs, inclusive of allocated overheads but exclusive of low-income spending for each of rates 110, 170 and 115?

MR. OTT:  Mr. Mondrow, if I could direct your attention to Exhibit B, tab 2, schedule 4 -- I'm not sure if you have the evidence in front of you.

MR. MONDROW:  I do.

MR. OTT:  I believe this meets your request.  But perhaps you can confirm for us here on the panel that that's the case.

MR. MONDROW:  Maybe I should asked you this way, and thank you for that.

Could we go to page 2 of 14?  You have a DSM budget less low-income column for 2015; does that include all allocated DSM overheads?

MR. OTT:  That does include all allocated DSM overheads.  A point of clarification, which I believe we offered in an IR at one moment in time regarding these tables, was that the low-income overheads are also included in this DSM budget less low-income column.

So the low-income budget to the right of that column would be low-income program spending only, and the reason this became a topic of discussion is as we look at some of these classes that should only be bearing low-income costs, we see costs there and those are in fact low-income costs there, they are just low-income overheads.

So if that division is not satisfactory, we can certainly provide something different.

MR. MONDROW:  No, I think -- well, I was going to ask if you could provide the same information for 2013 and 2014, the two years that were subject to the cap, so we could see the -- what proportion the caps represented relative to the budgets going into the year.  So not actuals but budgeted, so the numbers that would have -- that you would have been operating at, at the same of the settlement.

And to be comparable to those numbers, I'm not sure whether if you'd have to peel out the low-income overhead allocations.  So that's what I'm trying to get.

MR. OTT:  We can certainly provide that by way of undertaking.  And just for our clarification here, I'm hearing that we're looking for the budgeted rate allocations for 110, 115 and 170, and we want to break out all low-income costs, or only low-income program costs?

MR. MONDROW:  Well, I think the spending caps that were negotiated and the spending caps you're applying in 2015 voluntarily are exclusive of low-income costs, which may or may not include allocated overheads.  I frankly don't know.  So maybe you could just address that.

MR. LISTER:  So on the same basis as they were presented or discussed in the --


MR. MONDROW:  In 2012 and -- sorry, 2013 and 2014.

MR. LISTER:  Yes.

MR. MONDROW:  And I was also going to ask for similar information, and you do have the DSM budgets for the subsequent years of your current plan, and it may be that that is sufficient for my purposes. 

So, Madam Chair, maybe I can try to clarify what I am looking at, ask if an undertaking would be appropriate for this.

I'd like to have the DSM budgets, exclusive of whatever low-income costs -- well, let's do it this way. I'd like to have the DSM budgets that underlie -- underlied; that's the right tense of that word -- the rates 110, 115 and 170 DSM allocations in 2013 and 2014, the two years that were subject to the settled rate caps for those classes.  And I'd like comparable numbers, and they may already be in the evidence, for 2015 through 2020.

Now, in 2015, the company has voluntarily said they're going to apply the spending caps -- and in a minute I'm going to ask them about the subsequent years.  My understanding is they're not.

But I'd like to get all of the budgets versus the spending caps, historically and for 2015, and then the budgets on a comparable basis going forward for those three rate classes, again to assess the degree to which the spending caps exceeded the budgets which Enbridge has said they've been able to operate within satisfactorily, at least to date. 

So I'll stop there.  That's the undertaking I'm looking for.

MR. OTT:  A very brief one, to be sure.

MR. MONDROW:  I think it's longer in the explanation than the results. 

MR. OTT:  Forgive my humour.  Certainly we can provide that.

MR. MILLAR:  J9.8.
UNDERTAKING NO. J9.8:  ENBRIDGE TO PROVIDE the DSM budgets versus spending caps that underlied the rates 110, 115 and 170 DSM allocations in 2013 and 2014, the two years that were subject to the settled rate caps for those classes; to assess the degree to which the spending caps exceeded the budgets which Enbridge has said they've been able to operate within satisfactorily, at least to date

MR. MONDROW:  Thank you.  Thank you very much, Mr. Ott.


MS. DUFF:  I just have one question.  The spending limits that are on page 19 of the compendium that existed in 2-15, do we have that?  Do we have the numbers in billions of dollars as that?  


For instance, rate 110, 1.721 million; if I'm looking at Table 1 of Exhibit B, tab 2, schedule 4, page 2, can I find a comparable number in that schedule?


MR. OTT:  If I could be complicated I will say yes and no.  The operable number in that table in our evidence would be 1.02 million.  The exception, however, that Mr. Mondrow has aptly pointed out --


MS. DUFF:  Where is the 1.02 million, please?


MR. OTT:  Table 1.


MS. DUFF:  Great, I see it.


MR. OTT:  Yeah.  So that would be the total DSM budget allocation for rate 110 in 2015 under our proposal.  The complication that this undertaking will clear up is that the spending limits that Mr. Mondrow has brought us to were spending limits for DSM costs other than low-income costs, and that is not broken out in the same kind of way in that schedule, so that is what we will correct with this undertaking.


MS. DUFF:  Thank you.  I'm sorry, Mr. --


MR. MONDROW:  So Member Duff, if I could just pick up on that, what I'm not clear on is whether the -- and I think Mr. Ott has on behalf of the company undertaken to clarify this.  What I'm not clear on is whether the 1.02 million, looking at rate 110 total DSM minus the .07, would result in a comparable number in respect of the 2015 spending caps as the budgets for 2014 and 2013.


The unknown is whether the low-income overhead allocations which are included in the $950,000 number in the first column are comparable to the 2014 and 2013 numbers, and I think Mr. Ott has indicated they will attempt to clarify that.


MR. OTT:  That is correct.


MR. MONDROW:  Thank you very much.  Sorry that was so complicated to get to.  I think you understand, which I'm grateful for.


And I'm correct, Mr. Lister, that for -- that for 2016 through 2020 you are not proposing any similar spending limits on those rate classes.


MR. LISTER:  We have not proposed any spending limits, no.


MR. MONDROW:  Subject only, of course, to the guidelines, which have a 30 percent from or to budget transfer limit?


MR. LISTER:  That's correct.


MR. MONDROW:  Okay.  And do you interpret that limit to be inclusive of DSMVA or exclusive of DSMVA?


MR. LISTER:  I'm not sure I understand your question.  I --


MR. MONDROW:  So is it 30 percent plus DSMVA, or is it 30 percent inclusive of whatever DSMVA you would use?


MR. LISTER:  My understanding is the 30 percent is exclusive of DSMVA, and just to qualify to ensure my response is understood, 30 percent of the budget that we're moving, not inclusive of the DSMVA.


MR. MONDROW:  So you could add -- you could increase the rate 110 budget by up to 30 percent, plus a DSMVA allowance location, if you otherwise met the criteria for accessing the DSMVA, is your understanding?


MR. LISTER:  Yes.  Subject to the qualification that it doesn't all go specifically to rate 110.  It depends on the program and it depends on the -- it would be allocated that way.  I'm just stopping short of -- I'm not sure how the allocation would work for the 30 percent and if that would result in a 30 percent change to rate 110.


MR. MONDROW:  Because the program spans rate classes?


MR. LISTER:  Yes.


MR. MONDROW:  Okay.  Sorry.  You're right.  Thank you.  I appreciate --


MR. LISTER:  At a broad level the 30 percent is previous MVA.


MR. MONDROW:  There is no rate class that is specific to any of those three, 110, 115, and 170 --


MR. LISTER:  Precisely.


MR. MONDROW:  Okay.  Thank you for that clarification.


Now, if you're reallocating funds under this provision of the guidelines to an existing program, the requirement, as I understand it -- and I'm going to ask for to you confirm if this is your understanding -- is to inform the Board, but you don't need approval for that if it's an existing program, up to 30 percent --


MR. LISTER:  That's correct --


MR. MONDROW:  Sorry, above 30 percent.


MR. LISTER:  That's correct.  And I believe there is a stipulation that, should we wish to move more than 30 percent, that that would require something more than just, you know, a by the way.  That might require Board approval.


MR. MONDROW:  Sorry, my understanding was that if you are moving under 30 percent you don't need anything.


MR. LISTER:  Yes.  I'm confirming that --


MR. MONDROW:  Okay.


MR. LISTER:  -- and that if we wanted to move more than 30 percent that we would require some sort of Board approval or acknowledgement.


MR. MONDROW:  Well, I -- okay, but I think what the guidelines say is for an existing program you inform the Board and for a new program you'd need Board approval; is that what the guidelines say?  Well, we can read them for ourselves.  I think that's what they say, but...


MR. LISTER:  Correct.


MR. MONDROW:  If, in respect of rates 110, 115, or 170, moving funds -- no, this is complicated, because they don't apply -- the programs span rate classes.


Let me ask you this way:  You've managed to operate within spending caps for rates 110, 115, and 170 in 2013 and 2014 and again in 2015, apparently without any concerns.


If exceeding proportional spending caps in 2016 through 2020 required prior Board approval, would that requirement trouble you or concern you or otherwise constrain your ability to deliver DSM to those rate classes?


MR. LISTER:  May I play back the question to ensure I understand it?


MR. MONDROW:  Sure.


MR. LISTER:  Is your question:  Would similar proportionally increased, I think you meant -- was your meaning -- spending limits going forward cause us any concern, subject to the way that they were applied in at least '13, '14, and I'm not sure about 2012.  Did I capture your question?


MR. MONDROW:  And '15.


MR. LISTER:  And '15.


MR. MONDROW:  Yes, you did capture my question.


MR. LISTER:  Okay.  I think overall, no, it wouldn't overly concern us.  Our primary objectives would be to ensure we have continued flexibility going forward.  Certainly we know that going forward the industrial sector has not been producing levels of CCM historically, so it's probably not our largest CCM generator going forward.


So, you know, we wouldn't object to that, to some reasonable spending limit in that fashion.


MR. MONDROW:  Thank you, Mr. Lister.


Madam Chair, I have two more quick areas of questioning.  I think certainly under ten minutes, perhaps under five --


MS. LONG:  Okay.


MR. MONDROW:  -- if you'd like me to continue I will.


MS. LONG:  Please proceed.


MR. MONDROW:  Thank you.  Exhibit B, tab 2, schedule 1, page 3.  This is not in our compendium.  I apologize.  But we've been in this exhibit a few times.  It is the 100-page exhibit that Mr. Brett had you in as well.  And on page 3 there is a summary table of your DSM program portfolio.  And I just want to run through these probably with you, Mr. Goldman, and confirm which of these programs apply to rates 110, 115, and 170 and in particular could apply to the large industrial customers, the IGUA-size industrial customers in those rate classes.


So custom industrial, the first program I assume both applies to those rate classes and would apply to IGUA-size industrials?


MR. GOLDMAN:  That's correct.


MR. MONDROW:  And custom commercial would apply to those rate classes but would not apply to industrial customers, I assume?


MR. GOLDMAN:  That's correct.


MR. MONDROW:  Okay.  And the third program, commercial and industrial direct install, that would apply to those rate classes and could apply to IGUA-size industrial customers?


MR. GOLDMAN:  It's very unlikely.  It is really designed for the small rate 6 customers.


MR. MONDROW:  So it would not apply to any 110, 115, or 170 customers?


MR. GOLDMAN:  It could, but very unlikely.


MR. MONDROW:  Okay.  The commercial and industrial prescriptive fixed-incentive program, number 4?


MR. GOLDMAN:  Yes, it could apply.


MR. MONDROW:  To 110, 115, and 170 and the largest industrial customers?


MR. GOLDMAN:  Correct.  Yes.


MR. MONDROW:  Okay.  And the energy leaders program, that I think right now applies to all rate classes.


MR. GOLDMAN:  That's correct, yes.


MR. MONDROW:  Right?  Okay.  Just pausing on that one for a moment, Mr. Shepherd had some discussion with you about this, and I read that transcript pretty carefully.  It was -- I don't think you need to turn it up, but I'll give you the reference if you want to.  It's volume 5, and it is starting at page 151 and on.

He want went back and forth -- I think it was, Mr. Lister, with you -- and Mr. Shepherd kept suggesting that customers asked for the program, and your answers didn't actually confirm that customers asked.  They confirmed that you think it is an important program.

So I just wanted to ask you: Did your customers ask for an energy leaders-type program -- not by name, but did they come to you go you and say, as Mr. Shepherd suggested, we've done all this great stuff, give us something that we could go further?  Or is this something that came from the company as a good idea?

MR. LISTER:  Well, representatives of customers certainly indicated that it could be a good idea, and Enbridge took the idea and translated it into energy leaders.

MR. MONDROW:  So the idea originated with the customers as opposed to with the company?

MR. LISTER:  My recollection was it originated through discussion.  I don't know if the customer representative specifically had energy leaders in mind, but it evolved from a discussion and, in our view, it -- it culminated in energy leaders, I'll say that.

MR. MONDROW:  And was the discussion to the effect that we've already done everything you offer, or did it go beyond that?

MR. LISTER:  There was concern expressed that certainly we've done everything that you've offered.  And that's consistent with conversations that we have had with customers, and it's also consistent with some of the information that was provided by Synapse in their commercial-industrial survey work that they did in a GEC interrogatory response.  You can see customers often think that they have done all that they can, or they've done enough, so to speak.

MR. MONDROW:  Mr. Lister, you said earlier today to Mr. Brett that this energy leaders program is tied at the hip to some of your other programs.

MR. LISTER:  (Witness nods head).

MR. MONDROW:  Why do you have a separate budget for it then?

MR. LISTER:  Well, specifically, the way we were approaching energy leaders is for those customers who would qualify, we would expressly deal with incentives on a one-off basis, if I can call it that.

So the customer that participates in the program could access any other offerings, but in terms of -- so the budget would be there to ensure we can market the program effectively.  And as part of the program, we have said that the customer could be entitled to enhanced incentives, so that would be what the budget would be there to cover.

MR. MONDROW:  So it would be the incentives from the other program plus an enhanced incentive from this budget?

MR. LISTER:  Yes.

MR. MONDROW:   Okay, thanks.  Just moving to back in Exhibit B, tab 2, schedule 1 to the program portfolio list, the Savings By Design commercial would apply to rates 110, 115 and 170?

MR. GOLDMAN:  It could apply to rate 110 because there are some commercial facilities on than rate.

MR. MONDROW:  Okay.  Not 115 or 170?

MR. GOLDMAN:  They may as well.

MR. MONDROW:  But not large industrial customers?

MR. GOLDMAN:  No.

MR. MONDROW:  Okay.  And the Energy Compass, would that apply to rates 110, 115 and 170?

MR. GOLDMAN:  I would think it would only apply to some customers under rate 110 who are multi-res or commercial type facilities.

MR. MONDROW:  Okay, and not 115 or 170?

MR. GOLDMAN:  No.

MR. MONDROW:  And Run It Right, would it apply to 110, 115 and 170?

MR. GOLDMAN:  It may apply, but not the industrial.

MR. MONDROW:  Not large industrial, okay.  And the small commercial and industrial behavioural would apply to rates 110, 115 and 170?

MR. GOLDMAN:  No, that would be all rate 6.

MR. MONDROW:  That's all rate 6, okay.  And comprehensive energy management is 110, 115 and 170?

MR. GOLDMAN:  Correct.

MR. MONDROW:  And that would apply to the largest industrials as well?

MR. GOLDMAN:  Our program is designed to sort of mid-level, so we -- our target segment is 340,000 to 5 million cubic metres, so that will exclude some targeting the largest because we felt that their energy use is quite complex, and they might not be the best candidate to start this program.  So they would in the -- we will not -- we are not targeting the largest.

MR. MONDROW:  Okay.  And energy literacy, as I understand right now, applies to everybody?

MR. LISTER:  Yes.

MR. MONDROW:  And that seems to me, pardon me, Mr. Lister, completely redundant in respect of large industrials.  Would you agree he with me?

MR. LISTER:  I don't know that redundant is the right term.  Sitting here, I don't specifically recall what the allocation is.  I certainly would think that the energy literacy is -- the primary beneficiaries of that would be the residential and commercial classes.

MR. MONDROW:  Can you provide a forecast -- unless this is in the evidence somewhere.  Have you forecast the allocations from each of those programs to each rate class?

[Witness panel confers]

MR. OTT:  That's certainly not in the evidence at this time.  That is the basis of our rate allocation.

MR. MONDROW:  Could you provide a forecast of that?  I'm interested in those three rates, 110, 115 and 170, if that's any easier for you.

MR. OTT:  So you are looking for a rate forecast for those three rates for each these offers?

MR. MONDROW:  Yes, for each of the years of the plan.

MR. OTT:  For each of the years of the plan.  I think we can undertake that.

MR. MONDROW:  Is it a lot of work?

MR. OTT:  It should not be a lot of work.  You sense my hesitation --


MR. MONDROW:  Okay.  So with the caveat that if turns out to be a lot of work, just have advise us of that rather than doing it.  But if it's not a lot of work, I'd like to see the information.

MR. OTT:  Best efforts then in that regard.

MS. DUFF:  May I add to that, please, Mr. Mondrow?  I'm confused by the word "forecast".  Like haven't -- in providing these tables in which showed the rate impact by rate class, haven't you already made those allocations?

MR. OTT:  I think that's a fair point.  In pointing out my nomenclature, I think a rate allocation would perhaps be a better way to say it, absolutely.

MR. MONDROW:  And, Mr. Ott, I used -- maybe I've confused things.

 I used the word "forecast" in the sense that your actual collection and rates of these costs will be dependent on how you actually spend the money in the program year.  But you've provided an indicative view, a forward view of how you're likely to spend the money, and therefore how the allocation also will come out.  Is that fair?

MR. OTT:  That is more than fair.  Thank you for that clarification.

MR. MILLAR:  J9.9.
UNDERTAKING NO. J9.9:  ENBRIDGE TO PROVIDE THE ALLOCATIONS FROM EACH OF THOSE PROGRAMS TO EACH RATE CLASS


MS. DUFF:  And that spending will be at 100 percent for the shareholders incentive.  Is there a sensitivity that that will be based on 100 percent achieved?

MR. OTT:  What we've put in at this time is the hundred percent.

MS. DUFF:  So just consistent on that basis?

MR. OTT:  Absolutely.

MS. FRANK:  And, Mr. Ott, since you are using what we assume exists already, there is no reason to limit it to just these three rate classes.

MR. OTT:  I was thinking the same myself as we advanced this conversation.  So we can include in that undertaking all rate classes.

MR. MONDROW:  That would be great.  Thank you very much, Mr. Ott. 

Mr. Goldman, would you agree that the largest volume IGUA-size customers are capital constrained?

MR. GOLDMAN:  Yes.

MR. MONDROW:  And Union agreed with me that for those types of customers, their business case payback to any investment is -- I think the quote was very, very short; would you agree with that?

MR. GOLDMAN:  That's correct, yes.

MR. MONDROW:  And do you have any data -- and I asked Enbridge for the same thing, although their response was a bit broader than I had intended the question to be, so I'm going to be more careful this time -- I'm sorry, Union.  Yes, sorry, Mr. O'Leary.

I asked Union, who gave me a response, but a little bit too broad, which we'll deal with later in argument.

But I wondered if you could provide for me, for your largest industrial customers -- so we can use the 10 million cubic metre threshold which eliminates most of your customers, I think, so you have a very small number.

Could you provide -- do you have any data historically on the average DSM incentives provided relative to the total cost of the customers' custom project?  So the amount that your DSM program contributes to the total cost of the project?  And I'm happy to limit it to a couple of years.

MR. LISTER:  Just to clarify to ensure that we understand, you're asking for the incentive as a proportion of the customer's implementation costs or project costs?

MR. MONDROW:  So in a custom project, the customer comes to you with a project proposal which you approve, and sometimes you give them an incentive towards the cost of that.

So I'm assuming that's data you would have, the proportion of the incentive to the total cost of the project.

MR. LISTER:  So if we gave them $10,000 on a million dollar project, you are looking for the ratio of $10,000 to a million?

MR. MONDROW:  Yes, on average for each of 2013, 2014, and 2015, if you have 2015. 

[Witness panel confers]


MR. GOLDMAN:  I don't think we have that information, because we have information on the incremental cost of the project that relates to the energy-efficiency measure, so that may not be necessary to the cost of a project.  So a customer can make a $10 million investment, but the energy conservation portion, incremental cost for that portion is be -- be much smaller, and we will have only that information available to us.


MR. MONDROW:  So maybe just provide that information, if that's the information you have?


MR. GOLDMAN:  Yes, we can do that.


MR. MONDROW:  Thank you.


MR. MILLAR:  J9.10. 

UNDERTAKING NO. J9.10:  ENBRIDGE TO PROVIDE INFORMATION ON THE INCREMENTAL COST OF THE PROJECT THAT RELATES TO THE ENERGY-EFFICIENCY MEASURE.


MR. MONDROW:  And I can't frankly remember, did I ask you, Mr. Goldman, to indicate how many customers in each of 110, 115, and 170 are above -- consume above 10 million cubic metres a year?  I think I did.  Everyone else thinks I did.


MR. LISTER:  I believe you did.  I think that was the subject of one of our previous undertakings --


MR. MONDROW:  Yeah, okay.  That's fine.  I thought I did too.  Let's leave it at that.


Madam Chair, thank you for your patience.  Those are my questions.  Thank you, panel.


MS. LONG:  Mr. Mondrow.


We are going to take our lunch break for an hour and we will be back.

--- Luncheon recess at 1:16 p.m.

--- On resuming at 2:23 p.m.

MS. LONG:  Mr. Millar, are you ready to proceed?

Cross-Examination by Mr. Millar:

MR. MILLAR:  Thank you, Madam Chair. 


Good afternoon, panel.  My name is Michael Millar, and I'm counsel for Board Staff.  I just have a couple of questions for you, and they all relate to the payback periods for your custom and commercial-industrial programs.


Just starting off with a bit of background, for your custom offerings, would you agree with me that your free ridership rates are relatively high?


MR. LISTER:  I'm sorry, for which program?


MR. MILLAR:  Well, you've got -- for example, your custom industrial offering; the free ridership rate is 50 percent; do I have that right?


MR. LISTER:  It's 50 percent, yes.


MR. MILLAR:  And I think for commercial, it's lower.  But it's 20 percent, or something in that range, subject to check?


MR. KENNEDY:  Yes, 20 percent for multi-res and 12 percent for commercial.


MR. MILLAR:  Okay.  Now, is it fair to say for custom programs, that free ridership, generally speaking, that's one of the concerns about those types of programs.  It's something that you want to work hard to avoid; is that fair? 


MR. LISTER:   I think that's what the free ridership rate concerns itself with, yes, the presence of free ridership.


MR. MILLAR:  Well, again the way these things work, I think -- obviously, you know it a lot better than I do.  But you actually meet with the customers and you try and -- obviously, as the name implies, these are custom projects so you are working with them and I guess the fear is, and one of the reasons that the free ridership rate, at least on the industrial side is high, these are things that perhaps they were contemplating doing anyways.  Have I got that right?


MR. LISTER:  That's what the free ridership rate represents, yes.


MR. MILLAR:  Okay.  In terms of the payback period, would you agree with me that all else being equal, a short payback period is more likely to attract free riders than a program with a longer payback period?


MR. LISTER:  We had considerable discussion with this -- I believe it was with Mr. Shepherd on panel 1.  I may be mistaken about that.


I think the short answer is no, we don't believe that projects with a short payback period could necessarily be considered free riders.


MR. MILLAR:  I don't think my question was could they be considered free riders.  It was if there are two programs, and one has a short payback period, one has long payback period, all else being equal, is it fair to say that the one with the short payback period is more likely to be a free rider?


MR. LISTER:  I that I it's fair to conclude that that project is more likely to get done.  However, it's not a certainty that it would get done, and in the discussion that we had with Mr. Shepherd the other day, we were trying to present to him the multitude of many, many factors that a customer is presented with that might otherwise affect the customer's willingness or ability to undertake a project.


MR. MILLAR:  Yes, and I --


MR. LISTER:  We don't see a clear distinction or line, it you will, between payback and free ridership.


MR. MILLAR:  Okay.  And again, I don't want to belabour this point, but I'm not suggesting it is a guarantee that it will get done with a short payback period.  And I also recognize that there are many other factors that probably go into a company's decision as to whether or not it will undertake a program.


But my question is, all else being equal, is it more likely that a program with a short payback period will be a free rider as opposed to one with a longer payback period?


MR. LISTER:  Certainly, subject to all the caveats and qualifications that may go along with that, all else equal, that's acceptable.


MR. MILLAR:  Okay, thank you.  I think we've been over this enough, so I won't ask more questions about that about that in particular.


I went over this with Union as well, so you may have heard my questions to them.  But like Union, you do not formally screen your custom offerings based on a payback period; is that right?  There is no threshold over which or under which a custom program has to be before you'll consider it?


MR. LISTER:  That's correct, there is no payback threshold.


MR. MILLAR:  And I don't want to go over what Mr. Shepherd already covered, so maybe I'll take you straight to the Synapse report. 


If I could ask you to go to page 46, I think it is, of that report, it's Exhibit L.OEB.Staff.1.


Mr. Lister, you're very diligent, as I've learned from listening to you over the past few days, so I assume you've read Synapse and their recommendations with else respect to this issue.


MR. LISTER:  I have.


MR. MILLAR:  Just to refresh everyone's memory, at the bottom of page 46 there is a header called "Incentive criteria", and starting from the second sentence, Synapse comments:

"In addition this cap, we recommend both utilities apply payback years as a factor to screen out free riders, or very cost efficient programs that would be normally initiated by C&I customers without program incentives."

And I won't read it all, but if you skip to the last sentence:

"Given the payback thresholds from the example programs are also mainly for custom C&I projects, a threshold of one to three years may be appropriate."

Now, we've discussed this at length and I've heard the company's views on it generally, at least.  But I wanted to put Synapse's recommendations directly to you, to see if you had any additional thoughts on what they've said.


MR. LISTER:  Well, let me start by saying, as you know, we are providing an undertaking, or are currently in the process of producing that undertaking.  So certainly this will be one of the recommendations that we address.


At a very high level, there is not much more that I would add to the -- than the conversation that we had with Mr. Shepherd.  I would say there were a few points that I think are important that we omitted, or that we didn't address with Mr. Shepherd.



At a very high level, and I'll try and be as succinct as I can, number one is a payback criteria would introduce an eligibility criteria that would be subject to the cost of gas.  And the cost of gas, as we know historically, can be very high and volatile at times.


So effectively, what we would be saying is DSM participation is in some way, form or shape, subject to the cost of gas.


In addition, it fails to consider other reasons why customers don't undertake projects.  They may not trust the technology.  They may have concerns about reliability or risk.  They might not have the internal resources to do a project.


So that, in conjunction with the lengthy discussion we had with Mr. Shepherd, I think rounds out our full view on payback.


MR. MILLAR:  And I guess if there is anything else, we'll see it is as part of that undertaking response.


MR. LISTER:  Certainly.


MR. MILLAR:  This may be a question more for your counsel. 


Mr. O'Leary, as you know, Synapse will be on the stand as early as Wednesday, I think.  When might we have -- and they'll want to see that undertaking response prior to being on the stand. 


Do you know when we can expect that undertaking response?


MR. O'LEARY:  It is being worked on as we speak.  So we hope to have it very soon, and certainly well in advance of Wednesday.


MR. MILLAR:  Okay, thank you for that.  Just quickly, I'm almost done here.  Let's imagine the Board came back to you and said we do want you to use a payback period -- let's just it a year for the sake of argument.  What would that do to your program?  Would that -- would you expect that would impact your participation numbers, or your budgets, or -- maybe you could just speak about what impact that might have.


MR. LISTER:  Generically, I think what we could say confidently is yes, it would have an impact.  Specifically what it would do, I think we would need to figure that out.  I expect the impact would not be small; in other words, it might be a material impact.


But in terms of specifics, sitting here I don't think I can answer that.  But it would have an impact, and I would expect the impact to be material.


MR. MILLAR:  And the impacts, I recognize that you were speculating a little bit here.  But the impact, would that be on participation numbers?


MR. LISTER:  Well, it could be participation, which would then drive CCM.  So it could be either or both, but, yeah, probably participation.


MR. MILLAR:  Thank you very much.  Those are my questions.


MS. LONG:  Thank you, Mr. Millar.  The Panel has one question. 
Questions by the Board:


MS. DUFF:  Mr. Lister, this is kind of following up from panel number 2.


We were talking about the resource acquisition scorecard, and the fact that it was grouping some programs together in order to determine the scorecard metric.  Do you remember that conversation?


MR. LISTER:  I do.


MS. DUFF:  Okay, and the reason I didn't take that any further, I assumed, though, when Enbridge was setting the targets for 2017 to 2020, it wasn't that you had them individual by each program and summed them up.  Do you have information that's more granular for the metric CCMs buy program?


MR. LISTER:  We do, and I believe we provided -- my colleague actually showed it to me this morning as we were sitting here.  It was an interrogatory response -- there were several, actually.  One is GEC 16, which is at Exhibit T2.  That one specifically addresses how we approached targets and budgets.  I believe there were some others as well where we looked at the entire multi-year period, the contribution to each of  large and the small buckets and how they were apportioned out or how we arrived at the targets --


MR. OTT:  I could probably offer -- having looked at just now -- so the interrogatory response Mr. Lister just referenced is Exhibit IT2.EGDI.GEC.16.  That's a very nice granular look at target development in 2016 targets.


For more of what I would call a multi-year table, something that I think reads a little bit easier if we're just looking for numbers, I would suggest Exhibit IT2.EGDI.Staff 7, and specifically, subsection B provides a CCM breakdown.


MS. DUFF:  That's wonderful.  Thank you very much.


Perfect.  Thank you.  Those are my questions.


MS. LONG:  Those are the Panel's questions.  Mr. O'Leary, any redirect?


MR. O'LEARY:  No, Madam Chair.


MS. LONG:  Okay, then the panel is excused with our thanks.


Ms. Vince, are you ready to introduce your panel?


MS. VINCE:  Yes, thank you.


MS. LONG:  In the interests of efficiency I think we'll just wait and -- wait for your expert.


--- Pause in proceedings.


MS. LONG:  Ms. Vince, are you ready to introduce Mr. Young?


MS. VINCE:  Yes, thank you.


Mr. Young, could you please state your name for the record?


MR. YOUNG:  It is Christopher Young.


MS. VINCE:  Thank you.  And can Mr. Young please be affirmed?

ONTARIO SUSTAINABLE ENERGY ASSOCIATION - PANEL 1


Christopher Young, Affirmed
Examination-In-Chief by Ms. Vince:


MS. VINCE:  Thank you.


Mr. Young's resume is attached at Exhibit A of his evidence.  We have also provided an addendum to Mr. Young's resume which provides a little bit more detail about some of his positions.  I'd like to ask if we can mark that addendum as an exhibit.


MR. MILLAR:  K9.2. 

EXHIBIT NO. K9.2:  ADDENDUM TO MR. YOUNG'S RESUME.


MS. VINCE:  Thank you.


Mr. Young, can you please describe your experience that's relevant to your evidence in this hearing?


MR. YOUNG:  Sure, I guess formerly I was the managing director of a major European solar developer and wind developer, set up their operations here in Canada, so I've got a, I'll say, a broad perspective on energy, energy matters, especially from an international view.  So I've got many colleagues with experience in various parts of Europe.


In addition, I'm currently co-founder of a startup technology company in Ottawa called Stoked Power Generation, and we are developing natural-gas-fired combined heat and power technology.  Stoked has been selected by Sustainable Development Technology Canada into the natural-gas technology incubation program, and in that I work with end-users and businesses to generate electricity from their natural-gas heating needs, and reducing their costs.


MS. VINCE:  Okay.  Great.  Thank you, and can you briefly describe what you were asked to do by OSEA?


MR. YOUNG:  Sure.  The scope of the OSEA engagement is to look at and sort of talk to technologies that are widely available to be deployed in buildings and in communities that may address heating needs but also integrate more, I'll say, an integrated resource planning using natural gas and heating as sort of the backbone, so...


MS. VINCE:  And was this a very specific detailed analysis or more high-level conceptual?


MR. YOUNG:  Very high-level.  Look at some of the barriers to implementing technologies and programs, rather than a granular exercise in calculating specifics.


MS. VINCE:  And what did you rely on when you prepared your evidence?


MR. YOUNG:  Numerous background information that's available from technology manufacturers, primarily other government sources in other government programs in other jurisdictions, so...


MS. VINCE:  And if you could just very briefly summarize for the benefit of the Board and the parties what were the findings based on your experience and your review of documents that you've cited?


MR. YOUNG:  In general, I'd like to sort of identify an issue that really sort of creeps into the conversations I think the Board has heard.  In access to data, accurate data and information is critical to decision-making, and oftentimes we don't have that here.  You know, when we look at energy balances and energy efficiency, for instance, in the power-plant sector, we don't have the same sort of detailed information that exists in other jurisdictions.


And this is important, because when we start looking at payback periods, you know, payback periods are interesting, but individual building owners have their own criterion, and I think we've heard that earlier this morning.


It's sometimes not enough of a hit for a building owner to make an investment simply because it's not enough money for them to either make the investment because they deal on hundred million-dollar projects, not hundred-thousand-dollars projects, so in the course of my experience I've spoken to everybody from, you know, small craft breweries to large multi -- I'll call them multinational real-estate holding companies, and so there is a whole gamut of decision-making that goes on, and there is no cookie-cutter answer to this.


MS. VINCE:  So to be clear, you didn't perform any analysis specifically to the technologies or these people that you've talked -- these organizations or customers that you've talked about for cost/benefit analysis, nothing specific --


MR. YOUNG:  Not for the purpose of this conversation.


MS. YOUNG:  Thank you, and you didn't perform an analysis specific to the DSM budgets or any sensitivity analysis?


MR. YOUNG:  No.


MS. VINCE:  And GEC is one of the intervenors; they filed evidence in this hearing.  Given the scope of your retainer on this, do you feel that you can comment on any of their evidence?


MR. YOUNG:  No.


MS. VINCE:  Thank you.  That's it for my examination.


Oh, I'm sorry, I have one more question.  This is a question that arises out of a conversation that occurred on Friday as part of the hearing.  So I've included an excerpt from the transcript, page 77 of the transcript.  We've highlighted the relevant sections.  It was a discussion between Mr. Shepherd and Ms. Bertuzzi.


In summary, it dealt with the idea of declining efficiency opportunities in the residential sector, and as well as a holistic approach to DSM programs.


We've provided an excerpt of the transcript, and we've also, attached to that, included graphic.  I was just wondering if could I have this marked as an exhibit?

MR. MILLAR:  K9.3. 
EXHIBIT NO. K9.3:  excerpt from Transcript of proceedings, EB-2015-0029 and EB-2015-0049, volume 8, Friday, august 28, 2015, page 77


MS. VINCE:  Thank you.  So, Mr. Young, just very briefly, can you provide a description of the graphic, and explain how it applies to this discussion of efficiency opportunities and the idea of a holistic approach?

MR. YOUNG:  Sure.  So the graphic is basically showing interconnected links between -- in our energy systems and our energy consumption.  If you look at things in this -- in this matrix, there are items here that the Board doesn't touch, but are definitely energy-related.

So transportation, for one; it you look forward to the introduction of electric vehicles, this is going to be a game shift.  And I think this is an opportunity to start looking at tying-in heat and electricity into the conversation for energy planning.

The International Energy Agency has done some work in this regard.  So using our heating demands better, so community, district heating, combined heat and power systems, energy storage, so that there's a buffer in place. So when there is surplus wind power or solar power being generated, it can be used in a storage buffer for future needs.

So, it's just tying all the different pieces together instead of looking at our energy system as it is, in silos that we have today.

MS. VINCE:  Okay, thank you, Mr. Young.  That's my direct examination.

MS. LONG:  Ms. Vince, are you seeking to have Mr. Young qualified as an expert?

MS. VINCE:  No, we are not.

MS. LONG:  So you are just seeking to have him speak to his report?

MS. VINCE:  Yes, his report.

MS. LONG:  Mr. Millar, any comments on that?

MR. MILLAR:
I did know this was the case.  I'd seen an e-mail from OSEA beforehand. 

This is certainly unusual.  Normally, there are two types of witnesses that would appear before you.  There would be witnesses speaking to the facts, or lay witnesses, people who could speak to what they had done or their involvement, or their direct knowledge.  And then you would also ordinarily get expert witnesses who are providing expert opinion, and they would have to be qualified. 

This seems to be something a little bit in between that.  I've read the report, and it seems to me there are some opinions in there that may count as expert-type opinions.  I think the word "expertise" may even appear in the report, although I don't have it at my fingertips right now. 

So I can offer that.  I should also add of course that this is not a court of law; this is a regulatory tribunal.  You do have significant leeway with respect to what you wish to hear, or what criteria you would apply to that before doing so.

But all I can comment on at this stage, I suppose, is that I can't recall a situation quite like this in my ten years or so at the Board, where there's been a report filed by someone, and they were not sought to be qualified as an expert.

MS. LONG:  Ms. DeMarco, I'm going to get to you. 

Ms. Vince, is there a reason that you're not having Mr. Young qualified?

MS. VINCE:  Based on a review of the report that he submitted, it is a more factual review of the technologies that are available and his review of reports that discuss those technologies.

So it's not -- I don't think it reflects opinions so much as just a review of what's available in the marketplace, and some comments on those technologies.  To the extent that there may be opinions identified in the report, I think that would go to weight. 

I think boards and tribunals have the ability to hear factual witnesses, and then any evidence that's submitted goes to weight.

MS. LONG:  Ms. DeMarco?

MS. DeMARCO:  Thank you, Madam Chair.  This was, in fact, the subject of a considerable amount of our discussion with Mr. Young during the technical conference, and we do have references to that transcript.

MS. LONG:  I'm aware of that.

MS. DeMARCO:  And in particular, at tab -- or paragraph 4 of Mr. Young's evidence, it specifically indicates that he's been asked by OSEA to provide his expert -- and I emphasise "expert" -- opinion on sustainable energy opportunities.

And so to the extent that we are now not having an expert qualified, and I understand that what was undertaken was a literature review by a lay person, we would like all of the evidence to be qualified as such, that this is simply a literature review by a lay person, with any references to expert opinions struck from the record.

MS. VINCE:  I think we'd be more than happy in paragraph 4 to strike the reference to expert opinion, because I don't think that's reflective of the report that was actually provided.  So we're happy to strike that reference.

I think the report is factual.  I think the information provided by Mr. Young is primarily factual, so I don't see there being evidence that would be struck, aside from that one reference in the report.

And if there is anything that is deemed to be opinion, it would just go to weight, based on Mr. Young's experience and the review of the reports, or the source of the reports.

MS. LONG:  Ms. DeMarco, any follow-up?

MS. DeMARCO:  We do.  I spent -- and I won't take you through the transcript because it was painful for both of us, actually going through this process, that there was at no point where we established that Mr. Young was in fact an expert on any of the matters that he was opining on, or giving views on.

And his CV, as amended, continues to support that fact.

As a result, should the evidence stay in the record, we would ask that it be characterized as simply a lay person's literature review, providing thoughts on the issues that he comments upon.

MS. VINCE:  That Ms. DeMarco spent time in the technical conference asking Mr. Young questions on his CV and his experience is not a requirement for OSEA to now qualify him as an expert.  We've said we are not qualifying him as an expert.  I see no reason to go through the process. 

Mr. Young's evidence is as we've already stated, and I don't think there is any need to characterize it beyond that it's his evidence, and you have his experience and you have his characterization of it.

MS. LONG:  All right, unless you have anything further to add, Ms. DeMarco, we are going to cut it off here and have a discussion among ourselves.

MS. DeMARCO:  Perhaps if I could be helpful by putting an alternate solution, certainly to the extent that opinion evidence is provided in the context of what we go through, we would ask that the Board afford no weight to that opinion evidence.

MS. LONG:  Thank you.

[Board Panel confers]


Ms. Vince, given that you are not seeking to have Mr. Young qualified as an expert, we will not qualify him as such.  But we will accept the report and put the weight on it that the Board determines after hearing the evidence.  Thank you.

MS. VINCE:  Thank you.

MS. LONG:  I understood that Mr. Shepherd was going to be first to cross-examine, but I don't see him in the room.

MR. MILLAR:  That was our understanding as well, Madam Chair.  APPrO was next on your list, if Ms. DeMarco would be so kind?
Cross-Examination by Ms. DeMarco:


MS. DeMARCO:  It seems as though I'm doing quite a fair bit of talking today.  I have very few questions for you, Mr. Young, and I'd like to start, it I could, at tab 14 of our compendium materials.

I wonder if I might mark that as an exhibit, or have it marked.

MR. MILLAR:  Yes, that's K9.4. 
EXHIBIT NO. K9.4:  Cross-examination compendium of APPrO FOR OSEA PANEL 1


MS. DeMARCO:  Thank you very much.  Mr. Young, you will recall that I you and I were chatting about your Evidence, specifically in relation to an interrogatory at APPrO IR number 2, and starting on tab 14, at about page 
129 of the transcript.  Do you have that?


MR. YOUNG:  I'm just looking for it now, Ms. DeMarco.


MS. DeMARCO:  I don't mean to rush.


MR. YOUNG:  Okay, on the screen.


MS. DeMARCO:  We were talking specifically about an interrogatory that we had asked relating to your assertion that there were effectively barriers to conservation and environmental protection and greenhouse gases, and if you want the reference, I believe that was paragraphs 9 and 10 and 13 and 21 of your evidence, where you were referring to these matters.


MR. YOUNG:  Correct.


MS. DeMARCO:  And we had asked that an interrogatory that we had given be reproduced in its fullest, not just an excerpt without the charts where we had asked for information to be filled in and you provided an undertaking to do so; is that right?


MR. YOUNG:  We provided an undertaking -- I would say yes to that, and I would also note that the data that was being asked to be provided was within the Environment Commissioner of Ontario's report, and my understanding is this same chart has been submitted by you in evidence within this hearing.


MS. DeMARCO:  You are moving ahead of me.  I'm asking for the initial undertaking where we had asked you to just simply produce the question in its fullest.  If you want to reference there, it is page 129, Undertaking JT3.10.


MR. YOUNG:  Yes.


MS. DeMARCO:  And then later we had asked for specific information to fill out that chart as it pertains to the information to substantiate your view that there were barriers to conservation, to environmental protection, and to greenhouse gas emission reductions.


And if I could ask you to turn to page 30 -- 131 of the transcript.  You can see I was struggling shamelessly with trying to find the pinpoint references, and in particular, the references to the Environmental Commissioner's report were provided by you, and we had asked for the full suite of information requested in the charts, and if I could turn you to page 132 specifically.  An undertaking was provided that you would undertake to the best of your ability to provide pinpoint references to the reports that are being relied upon and -- and I emphasize -- to provide the information in the three final columns; is that fair?


MR. YOUNG:  It is a fair characterization, and I think, if I recall, we had provided -- let me put some context on this:  I was having a hard time understanding the rationale for your request, given that the information was clearly cited in the Environment Commissioner's report as to the source, and the source being the federal government.  It was data that's available from the federal government quite readily on greenhouse gas emissions, and it was the data that was relied on by the Environment Commissioner.  We provided you with that pinpoint link in our undertaking, and so I'm having a hard time understanding the context and the rationale for your request.


MS. DeMARCO:  Can I ask you to turn very specifically to the undertaking that's on the screen, and it says: 
"OSEA to provide pinpoint references to those reports that are being relied upon; and to provide the information in the three final columns."


You will agree with me that that's the undertaking that  was given?


MS. LONG:  Can I just cut to the chase here for a minute?  So Ms. DeMarco, your position is that you've asked for undertakings and they have not been fulfilled.  Mr. --


MS. DeMARCO:  Certainly in relation to -- and I can turn you to the undertaking -- to tab 3.  We had asked for very specific information around the data pertaining to, and none of it's been provided.  It's now the third time we're asking for the information, first by way of interrogatory, second by way of technical conference, and yet again in response to an undertaking, and we have not been provided with this data.


MS. LONG:  Ms. Vince?


MS. VINCE:  So if we go to Exhibit JT3.11, which is -- yes, thank you -- you will see the pinpoint references to the reports.  There is the title of the report which had previously been provided in the link and Mr. Young's response to the interrogatory as well.  I believe that was in his report, and we've pinpointed the page numbers where that data can be found.  Mr. Young also provided the reference to the Canadian National -- sorry, the Environment Canada National Inventory report, which is the report that's been cited by the Environmental Commissioner to obtain the data.  That report, as you will see, provides all of the data on greenhouse gas emissions, and the link has been provided to that report.


There is also pinpoint references to relevant pages, so that would provide the information for the majority of the columns.

The column that wasn't filled in was the cost to end-users.  And as stated in the interrogatory, any increase or decrease in emissions over the periods of time provided could result from a number of initiatives.


So to ask Mr. Young, who is not being qualified as an expert in this, to parse out emissions that resulted -- emission reductions from DSM programs from general changes in greenhouse gas emissions from sectors, it's just outside of the scope of this -- Mr. Young's evidence.


MS. DeMARCO:  If I can take, Madam Chair, the panel to the specific interrogatory requested, and that's at tab 3 of our materials.  You can see that, in fact, none of the information has been provided in the three final columns, either in the first table or the second table.  And certainly the only column that is conducive to pinpointing in the Environmental Commissioner's report relates to the greenhouse gas emissions not reduced over the same period, that is relevant to the matters before the panel right now.


MS. LONG:  Ms. DeMarco, are all your questions in relation to outstanding answers to undertakings or do you have some other questions for Mr. Young?


MS. DeMARCO:  It was predominantly in relation to outstanding undertakings and in addition to a follow-up on one of the responses he's provided.


MS. LONG:  Because I just don't know if this is an effective use of our time to have the Panel break and compare what's in pinpoint references to what's in the answers to interrogatories.  I don't know if the parties are able to have a discussion at the break and see if you two can sort this out?  I don't want to spend a lot of time on it here.  We have the witness here, so to the extent you have questions to ask him beyond these answers to undertakings, I think we should proceed on that basis.


MS. VINCE:  I think we're agreeable to that.  I think also that might allow Ms. DeMarco to clarify what she's looking for in those columns, and we can determine whether or not we can actually provide that information.


MS. DeMARCO:  I'm happy proceeding on that basis.


Mr. Young, fair to say that you do not have data for the periods in question regarding the barriers and the quantitative filings associated with the greenhouse gas emissions that are not being achieved by the sector?


MR. YOUNG:  The greenhouse gas analysis that you are looking for was outside of the scope of my engagement.


MS. DeMARCO:  So you have no data?


MR. YOUNG:  I have access to reports that are relied on by the Environment Commissioner, as everybody does, yes.


MS. DeMARCO:  And the Environmental Commissioner in your view spoke on gas DSM or reported on gas DSM?


MR. YOUNG:  No.


MS. DeMARCO:  Thank you.


Can I ask you to turn to JT -- Undertaking JT.13 (sic).  We had asked an undertaking for you to provide the calculation support for what I understood to be your assertion that all gas-fired power generation could be converted to combined heat and power in the province for a cost of $12-billion.


MR. YOUNG:  I didn't say all gas-fired generation; I said all gas heating can be converted, so there is a difference.


MS. DeMARCO:  So I'm just reading in relation to the undertaking:  OSEA to provide the calculation for a cost of 12 billion to cover 8,000 megawatts of power to CHP using existing natural gas demand, producing electricity with that, based on data from the CHP handbook.


MR. YOUNG:  Correct.


MS. DeMARCO:  Have we got that wrongly characterized as 8,000 megawatts of power?


MR. YOUNG:  8,000 megawatts times $1.5 million per megawatt equals $12 billion, yes.

MS. DeMARCO:  So the megawatt wasn't in relation to heating.  It's power, is that right?

MR. YOUNG:  The heating calculation -- so the 8,000 megawatts of power is related to what the entire province's building stock consumes in natural gas.

So when I'm talking about in-building combined heat and power, it's talking about a generation unit sized to meet the needs of every building in the province in that building.

This is not about power plants, Ms. DeMarco.

MS. DeMARCO:  I'm just reading the undertaking, which appears to be in relation to power.  So if I've got that wrongly characterized, or if the undertaking was wrongly struck, perhaps we should provide for another undertaking to correct.

MR. YOUNG:  Well, as the undertaking states, the calculation is right there for you in the response.

MS. DeMARCO:  We seem to be moving at cross purposes here.  I'm looking at "to cover 8,000 megawatts of power", not of heating.  Is that correct?  Is it 8,000 megawatts of power?

MR. YOUNG:  It is 8,000 megawatts of power; you are correct, yes.

MS. DeMARCO:  Thank you.  And fair to say it's not your suggestion that we would promptly convert 8,000 megawatts of power, as a function of this proceeding, to combined heat and power?

MR. YOUNG:  It's not a transition that happens overnight.  It is a transition that's being undertaken in countries in Europe, countries like Germany, countries like Denmark, and in the U.K. where small scale heat and power is part of their energy solution mix.

MS. DeMARCO:  And fair to say that you have not undertaken a customer bill impact of that $12 billion estimated cost?

MR. YOUNG:  Ms. DeMarco, this is not a -- this is an energy conservation tool.  This is not something that gets put on somebody's bill.

So, it you were to do a cost benefit analysis, you'd be looking at about a two- to three-year payback for installing a system of this nature.

MS. DeMARCO:  I'm sorry, I'm just confused about that.  We've got a $12 billion estimated capital expenditure that you've indicated.

MR. YOUNG:  Absolutely.  So if every building owner in the province were to put in a small scale combined heat and power project in their building, it would cost about $12 billion for that entire province to do that conversion.

With that conversion, they would be saving electricity costs that would derive a payback to them in about -- around two years or so.

MS. DeMARCO:  Have you considered the cost associated with the adjustments, or amendments, or cancellation of power contracts?

MR. YOUNG:  I don't know that there is a power contract with a building consumer.

MS. DeMARCO:  You are not aware of any direct power purchase agreements with building consumers?

MR. YOUNG:  I'm not aware of -- I'll say consumption-based electricity billing for most consumers where there is a minimum threshold that requires them to take or pay for consuming the electricity.

That -- I'm not clear on that, but you can correct me if I'm wrong.

MS. DeMARCO:  Those are my questions.  Thank you.

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


MR. SHEPHERD:  Madam Chair, I have about ten minutes.  Do you want me to go ahead to the break?

MS. LONG:  I do.

MR. SHEPHERD:  Excellent.  Mr. Young, my name is Jay Shepherd.  I represent the School Energy Coalition, and I just have a couple of questions.

I'll preface this by saying I'm trying to understand how your suggestions fit into the DSM, the gas conservation context, so that's -- my questions are all about that.  What you're proposing may be very good stuff.  I'm trying to figure out how it fits into this particular analysis.

So let me start with -- let me just follow along with what Ms. DeMarco was asking you about.  Your proposal to convert to more CHP, you are not proposing to replace current gas-fired generation because, in fact, CHP is not dispatchable power, is it?

MR. YOUNG:  Yes, it is.

MR. SHEPHERD:  No, it has to be matched to a heat load, doesn't it?

MR. YOUNG:  Agreed, to a point.  So, the -- if you take a look at the diagram in the 9.3, you'll notice that there is a component that says "storage."

And so in our buildings today, every building has a minimum heat consumption; thermal, for hot water in the summertime.  But also there are technologies that use heat for air-conditioning, so you can do thermal cooling as well.

So this becomes the sort of buffer and the backbone for this energy transition that basically gives you your baseload, based on thermal consumption processes.

MR. SHEPHERD:  Okay, sorry, let me back up a stage.  The gas-fired generation right now in Ontario is fully dispatchable; you flip it on, you flip it off, whenever you need it.

CHP is more like baseload, in the sense that it is available when the thermal load is required, right?

MR. YOUNG:  Agreed.  And so, you know, when we're talking about an energy mix, the key to running anything efficiently is having those interconnections in place, and by interconnecting the thermal baseload with thermal storage and thermal buffers,  I think you achieve the sort of resiliency that's required to make a significant shift in how we do things.

MR. SHEPHERD:  I understand what you're saying.  I guess -- you keep talking about CHP with storage.  But of course, that's like wind with storage or solar with storage.  Its more dispatchable because of the storage, not because of the generation source; right?

MR. YOUNG:  You can turn off -- you can turn a CHP system on and off.

MR. SHEPHERD:  Not unless you want to freeze.

MR. YOUNG:  Well, then you turn it on, don't you?

This is where efficiency -– this is where efficiency comes into play, though, doesn't it, in that we've got a system right now that has built large central power plants that push energy out, that dump a massive amount of heat into their lakes, primarily, when the largest -- the largest use of energy in our province, 70 to 80 percent of it is for heating.

So why are we dumping power -- dumping heat into the lakes, and then buying heat from natural gas?  Why not use that natural gas more efficiently by -- you know, the waste product of a CHP system essentially is electricity.  So if we sort of try and balance the equation out a little bit clearer, I think we'll come to savings that transcend the natural gas system and the electricity system with greater efficiency.

MR. SHEPHERD:  Agreed, I couldn't agree with you more.  But I guess, coming back to my initial point and the thrust of what I'm asking about, I'm trying to get this into gas conservation.  A CHP system doesn't use less gas, does?

MR. YOUNG:  It does not.

MR. SHEPHERD:  So then, if you are a gas utility, how can you say we're going to reduce the use of gas by promoting CHP?  You are not reducing the use of gas, right?  You are making electricity more efficient, but not gas.

MR. YOUNG:  Agreed, and it goes back to this chart again.  There is a box in there that says bio-energy.

So the gas utilities have the opportunity, and they are doing this now in Europe, whereby biogas is injected into the natural gas lines.

So even though you may be increasing natural gas use, you can dial back the impact of it by producing biogas.

MR. SHEPHERD:  Sorry, Mr. Young, biomethane doesn't have anything to do with what I was asking about, about CHP, does it?

MR. YOUNG:  Mr. Shepherd, you were asking about conserving natural gas.  And so, in offsetting natural gas with renewable gas from biomethane, that is conservation tool.

MR. SHEPHERD:  But that doesn't have anything to do with CHP, does it?

MR. YOUNG:  In that you burn natural gas or biogas in CHP, sure it does.

MR. SHEPHERD:  My question was:  Does CHP use less than the furnace that you are replacing?  The answer is no, right?

MR. YOUNG:  Correct.

MR. SHEPHERD:  So then the next place I want to go to is, you've talked about broader use -- this is on page 10 of your evidence -- broader use of thermal energy distribution and shared renewable energy amongst clusters of buildings.


What are you proposing that the gas utilities do to achieve that as part of gas conservation, reducing gas use?


MR. YOUNG:  The DSM process is to increase efficiency.  The reduction of natural gas is what your stated goal is, but the reality is -- take Denmark, for instance, where district heating systems are augmented by solar thermal.  So where -- you know, this is about changing the players' game a little bit, in that rather than pushing a commodity through a pipe, you may be pushing technology into the field or on the roof, on to a building.


Utilities around the world are scared of this stuff, you know.  70 to 80 percent of the electric utility CEOs around the world know that things are changing and things are shifting, so --


MR. SHEPHERD:  Let me just --


MR. YOUNG:  If I may, Mr. Shepherd --


MR. SHEPHERD:  That's not responsive to my question.  Lookit, everybody in the room, everybody in this room, agrees with you that more conservation is good and that a more efficient system is good.  I'm asking much more specific questions.  I'm trying to understand how your proposals fit into gas conservation, because if we had the electricity distributors and the gas distributors here at the same time, I'd be leading evidence just like yours.  But we don't.  And so I'm trying to understand, in a practical sense --


MR. YOUNG:  Sure.


MR. SHEPHERD:  -- how do we do it.


MR. YOUNG:  In the systems that I've seen, you do it by -- you get the conservation by mixing the sources.  So your throttling system is on and off.  You do like they do in Denmark, where you have a district heating system that is powered by gas and it is augmented by solar thermal, and in that way, you're -- you're getting, I'll say, the best of both worlds, because you can keep piling on renewables to augment the system even more.  So the more renewables you have feeding into your solar thermal district heating loop, you just get more people on that network and on that loop.


MR. SHEPHERD:  So are you proposing that the gas utilities incent district heating systems provide expertise and dollars -- ratepayer dollars to promote district heating projects?


MR. YOUNG:  I think what I'm proposing, and the reason OSEA and I are here, is that heating is done by natural gas in this province and in this country, so I think they're the natural player to look at advancing heating systems.


I think we've heard that there is diminishing returns on some of the DSM programs that are out there, because -- for whatever reason.  So if the gas utilities are, you know, essentially in the heat business, then that's what they should be in.


MR. SHEPHERD:  So you're recommending to this Board that they order the gas utilities -- they direct the gas utilities to use ratepayer dollars to promote and incent district energy systems; is that right?


MR. YOUNG:  I'm suggesting that there are cost-effective alternatives that, when you bridge the electricity world and the gas world together --  there is only one pocket that people pay out of; right?  So you have to look at integrating cost savings across those energy-consumption pockets.


MR. SHEPHERD:  I'm sorry, I'm --


MR. YOUNG:  So it's --


MR. SHEPHERD:  -- we're in agreement on this.


MR. YOUNG:  Yes.


MR. SHEPHERD:  I'm asking:  What are you asking the Board to do?  Are you asking them to propose or direct incentives for district heating?


MR. YOUNG:  I'm asking the Board to look at energy as an integrated planning exercise for heat and electricity, rather than specific dollar amounts, because, to be quite frank, I don't know, and nobody in this room knows, what the real impact is.


One of the challenges that we face is all the information isn't together and it's not clear.


MR. SHEPHERD:  And finally, you talk about ground-source heat pumps.  Now, more -- more often called earth energy systems, I guess, because ground-source heat pumps got a bad name for a while.  And then there's no doubt that they reduce the use of gas for heating; right?  They do.


MR. YOUNG:  Correct.  No, correct.


MR. SHEPHERD:  Are you proposing that incenting ground-source heat pumps should be a DSM program that the utilities use ratepayer dollars to incent people to put them in?


MR. YOUNG:  Mr. Shepherd, I think that's beyond the scope of the exercise that I undertook with OSEA, and I think it's fair to say that it's something that should -- could be explored.  Putting a quantum to it, that's a whole other conversation.  I think that each technology has its own applications, its own sweet spots.  Not every technology is going to work in all locations.  You know, ground-source heat pumps are great where the soil is dry -- or, sorry, wet and easily sort of compacted around those collection loops.


Other locations they don't work so well, so these are the sorts of things I think the Board should be considering, is that there are alternatives to business as usual.  It will take some hard work to integrate these things.  The reality is jurisdictions around the globe are doing them, and we just don't see that happen in Ontario.


MR. SHEPHERD:  Thank you, Madam Chair.  Those are our questions.


MS. LONG:  Thank you, Mr. Shepherd.

Questions by the Board:


MS. DUFF:  I'm just following up from Mr. Shepherd's questions.  Is the fact that you're here at a DSM hearing for natural gas only, talking about conservation only, part of the barrier that you're addressing?


MR. YOUNG:  I think it is.  You know, I think that, you know, one of the barriers that I see and -- is that there's the low level of energy literacy in this province.  So what -- and it's kind of neat, because, you know, I drill into this stuff and I look at natural gas on a kilowatt-hour basis, as opposed to what's being sold in metres cubed, and, you know, in other jurisdictions like Nova Scotia, natural gas is sold on a kilowatt-hour basis.


So, you know, bridging the two worlds is something that's really critical in making rational decisions, you know.  Some of this stuff may not work, but we don't know until we have, you know, full disclosure on what it looks like.


You know, one of the challenges -- and I think it was presented in one of the interrogatories -- was looking at energy data out of the IESO.  It's just absolute numbers.  It is not about power-plant efficiency, you know, we don't know how much power -- or energy went into a gas unit or the nuclear plant to generate a kilowatt-hour of electricity.

In the U.K. you get that data.  You get the information of how much energy was consumed to produce the electricity that comes out and what portion of it is thermal.


So you get overall efficiency visibility.  We don't have that here.


MS. DUFF:  And your experience and knowledge about other countries is that it is more integrated and that enables more coordinated planning, policy-making, and technologies to be discussed?


MR. YOUNG:  Absolutely.  And you end up, you know, experiencing a cultural shift where community power plants are embraced, as opposed to vilified, you know?  So...


MS. DUFF:  Thank you.


MS. LONG:  Those are the Panel's questions, Ms. Vince.  Do you have any redirect?


MS. VINCE:  No redirect.


MS. LONG:  Thank you.  Thank you very much, Mr. Young.


We are going to take our afternoon break for 15 minutes, and Mr. Poch, you are going to get your panel up and running?  Thank you.
     And Ms. DeMarco and Ms. Vince, I would encourage you 

to have a conversation with respect to whether or not 

there is any information outstanding in those 

undertakings.  I want to make sure that Ms. DeMarco has 

the information necessary to make her submissions. 

     MS. DeMARCO:  Thank you, Madam Chair, we have sought 

instructions as to whether or not we will need to bring a 

motion in relation this.  Thanks.

--- Recess taken at 3:25 p.m.
--- On resuming at 3:44 p.m.

MS. LONG:  Mr. Poch, are you ready to present your panel?

MR. POCH:  I am.  Thank you, Madam Chair.  Madam Chair, with us today are, farther from the Board, Mr. Paul Chernick, and closer to the Board, Mr. Christopher Neme, and I would ask that they be sworn.
GREEN ENERGY COALITION - PANEL 1

^
Paul Chernick, Affirmed 


Christopher Neme, Affirmed

Examination-In-Chief by Mr. Poch:


MR. POCH:  Thank you.  Perhaps I'll start with some questions for you, Mr. Chernick.

Your CV is filed as an attachment to your evidence, which is Exhibit L.GEC.2.  There are some 300 expert testimonies listed there.  I won't -- since 1978.  I won't take you through them.

MR. CHERNIK:  Thank you.

MR. POCH:  Let me just ask you this:  How many times have you qualified as an expert witness before this Board?

MR. CHERNIK:  I think the count is 13.  That's the beginning of my testimony.

MR. POCH:  All right.  And how many times have you testified before regulatory agencies as an expert witness specifically addressing avoided costs?

MR. CHERNIK:  Well, it depends to some extent on how broadly you define avoided costs, but it certainly would be well in excess of 20 times.

MR. POCH:  All right.  And have you ever actually developed avoided costs for a gas utility?

MR. CHERNIK:  Yes.  In the late 1980s and early 1990s I developed avoided costs for Boston Gas, which is now part of National Grid in Massachusetts, and that analysis included the benefits of avoiding new pipeline capacity contracts.  Boston Gas sponsored my testimony before the Massachusetts DPU on that subject.

More recently I've developed avoided costs for the Philadelphia Gas Works.  Every year since 2009 I testified for PGW before the Pennsylvania Public Utility Commission in 2009 on the avoided costs for its first five-year plan, five-year DSM plan, and have filed evidence this year on avoided costs for the second five-year DSM plan, including the recognition of DRIPE and carbon costs.

I've also been retained by UGI Gas in Pennsylvania to develop avoided costs for its DSM program.

MR. POCH:  All right.  With that, Madam Chair, I would ask that Mr. Chernick be qualified as an expert witness on avoided costs for this proceeding.

MS. LONG:  Is anyone wanting to challenge that?  Then the Board will accept him as an expert in avoided costs.  Thank you.

MR. POCH:  Thank you, and Mr. Chernick, do you adopt your report, L.GEC.2, and the interrogatory responses that you are responsible for as your sworn evidence in this proceeding?

MR. CHERNIK:  I do.

MR. POCH:  Mr. Chernick, I understand you are still recovering from surgery.  If you need a brief break please speak up.

I have a few questions for you further on the substance, matters that have come up during the hearing.  Let me start with asking you about the points that have been advanced by the utilities since your testimony was filed, including the evidence-in-chief of the Enbridge avoided costs panel, with their responses to your evidence on carbon pricing, DRIPE, avoided commodity costs, and avoided T&D.  Can you comment?

MR. CHERNIK:  Yes, I'd say that to try and simplify things a little bit that there are really two themes that run through the utility responses to my testimony.  The first is that there is uncertainty, and therefore nothing should be done until the utilities have had more time to think about whatever the specific issue is; and generally that would mean that there would be no effect until after the midterm review in 2018 with, perhaps, an effect on programs in 2019.

The second theme is one of, trust us.  The first theme about uncertainty and delay shows up in the utility responses on carbon pricing, on price suppression, which we've been calling DRIPE for convenience, because price suppression is a lot of syllables, on Enbridge's escalation of avoided commodity costs after 2024, and to some extent on some other issues, but those are the major ones.

On the carbon prices the utilities assert that the future is uncertain and argue that the uncertain carbon costs should be set to zero at this point.

MS. LONG:  Mr. Chernick, I'm just going to interrupt you there for one moment.  I just want to try and reprogram the mics.  We have feedback up here.

MR. CHERNICK:  Sure.  Is there anything I can do?

MS. LONG:  I think that's a bit better.

Sorry, please continue.

MR. CHERNICK:  Okay.

MS. LONG:  We just turned your mic off.  I'm sorry.

MR. CHERNICK:  Okay.  Now it's back on.

MR. POCH:  I'm wondering if what we're hearing is a fan noise from a computer by a -- no?

MR. CHERNICK:  Make any difference?  It is a pretty quiet computer.  I hear a fan noise behind me, though.

So in -- while it's true that carbon prices are uncertain, all forecasts are uncertain, whether of commodity prices or load growth or the cost of DSM measures.  The utilities have not argued for setting any of those values to zero for planning purposes, and nor should they have, but the same argument applies for carbon pricing.

A zero forecast in the face of uncertainty could make sense where the value might be positive or negative and zero is a mid-range value, but no one has argued that the utilities will be paid to emit carbon, so a zero price is clearly the wrong number and biased on the low side.

Waiting until 2018 to review carbon prices in avoided costs would mean that no DSM efforts in 2016 to '18 would reflect any carbon price, although most of the lives of the measures installed in those years would be in the period in which Ontario was committed to pricing carbon.

Similarly, with respect to DRIPE, the utilities argue that an analysis for North American gas prices performed by analysts in the United States does not necessarily reflect the supply area costs that Ontario would pay or, more generally, that there might be something that makes Ontario different from the rest of North America.

Given the large amount of gas that the utilities purchase from the U.S., the extraordinary claim that Ontario gas supply prices are not linked to U.S. prices would require extraordinary evidence, and the utilities have offered no evidence, ordinary or otherwise.  All the evidence in the records supports a significant DRIPE effect.

Actually, Enbridge makes a similar argument about avoided distribution costs, asserting that they don't know whether DSM has ever reduced any distribution costs because they haven't ever studied the issue.  And since they don't know it, you can't assume that it's so.

The second theme, the request that we just trust them, shows up in the utility responses on avoided commodity and avoided T&D.  On commodity costs both utilities refused to provide the details of their SENDOUT models that were the basis for their avoided commodity costs, including such things as input prices, constraints on spot purchases, whether the model was allowed to reduce pipeline capacity purchases or release capacity, and how the utility-owned transmission and storage facilities were treated.

The utilities claim that they've reflected all relevant upstream costs and their consultants, Navigant and ICF, bless the upstream cost computation for the most part; yet the consultants have not reviewed the information necessary to reach the conclusion that they do, and are simply relying on their client's representations and unspecified past scrutiny by somebody of the utility's computations.

Where the utilities have responded to our questions about avoided supply and avoided T&D, and even to a limited extent, errors in their work have been apparent.

For example, Enbridge admits that its SENDOUT model was not allowed to reflect the real calculation of costs of GTA segment A, and Union admits that it similarly omitted the Dawn-Parkway transmission from its SENDOUT model runs.

Union did provide us with some partial runs of that SENDOUT model, and I discuss on pages 60 and 61 of my evidence that those seem to show that Union assumed that gas saved in the winter saves no gas cost in the winter, and saves no storage cost to get gas from the summer to the winter.  So it is quite a mystery as to how they're making the model do what it seems have done.

Of course, we can't investigate further because the company will not provide -- has refused to provide any of the backup data, including their instructions to the program on what to assume.

In terms of avoided distribution, Enbridge has refused to provide the data they gave Navigant, or Navigant's work papers, let alone a complete list of the distribution projects in the period under consideration, and the justification for those projects.

And since Union relies on Enbridge's values, everything that's wrong with the Enbridge study is also wrong with Union's avoided distribution cost.

Enbridge assures us that they did the computations correctly and made the right judgments, with a couple of errors where we've caught them, but they will not allow that assertion to be tested.

Essentially, as a result of an accident from information that we stumbled upon in the GTA proceeding, we were able to ask Enbridge about some specific distribution facilities, all of which Enbridge admitted they had forgotten to flag as being avoidable for the Navigant analysis.

We don't know what else they may have left out, because we don't have a list of planned or recent distribution facilities.

Similarly, I determined that Navigant was using a carrying charge that was too low compared to the results of standard methodologies given the financial inputs Navigant said it used, and Navigant's only response was that they didn't call their carrying charge a carrying charge, and they really didn't address the understatement or show how they developed the values that they did.

In the course of the hearing, the utilities have acknowledged that they invest in internal transmission for retail customers, but that those investments have been omitted from both the avoided T&D -- which is just a distribution number, not a transmission and distribution number -- and also been omitted from the supply costs.

As a result, I think it would be most unwise for the Board to rely on the utilities to have done properly all the analyses that they have refused to document in this proceeding.

MR. POCH:  Given that observation, what would be your advice on how the Board should proceed?

MR. CHERNICK:  Given the multiple understatements of avoided costs, the Board should institute a process for comprehensive review and correction of the avoided cost in time for it to be used in the pending economic potential study, and subsequent DSM program refinements.

A technical working group would be an appropriate vehicle for this purpose.

MR. POCH:  I want to ask you as well to comment on what you've heard in regard to carbon, and whether the carbon price is captured in the 15 percent adder.

MR. CHERNICK:  Well, first of all, it's not.  Even the current prices being traded in California and Quebec within the Western Climate Initiative system that Ontario will be joining, those prices are over $16 a tonne and they would translate into more than a 15 percent adder for natural gas, aside from all the other factors that the Minister said were in the 15 percent adder.

And the -- if the Minister had intended to include $15 or $16 a tonne in the electric adder, the remainder of the electric adder would be equivalent to over half of the utility estimated avoided cost.  So rather than a 15 percent adder and no other carbon, something like a 50 percent adder would be necessary, in addition to the carbon pricing to be consistent with the basis of the 15 percent adder.

MR. POCH:  All right.  And should the CO2 price be part of the adder, in your opinion?

MR. CHERNICK:  No.  Carbon prices will soon be a direct cost of using gas.  It's not a non-energy benefit.  It's not some kind of economic spillover effect.  It's a direct benefit and should be added into avoided costs on a dollar per megawatt hour -- on a -- excuse me, a dollar per cubic metre basis.

MR. POCH:  I want to ask you then about the -- whether the Board should assume that the price of carbon in the WCI carbon scheme would be affected by the inclusion of Ontario in that system.

MR. CHERNICK:  Yes.  As Ontario's integration with the system draws closer, the prices for carbon continue to rise, with the latest auction producing prices of $16.39 for 2015 and $16.10 per tonne for purchases for the future year of 2018.

Those are in Canadian dollars.  U.S. prices have also risen, so it is not just a matter of the exchange rate.


And they are likely to rise further as the timing of Ontario's participation and the magnitude of its required reductions become known to and reflected in the market.

MR. POCH:  Madam Chair, I just pause to note that we filed today electronically an update of the interrogatory that has these -- reports these auction raises with latest auction results for everybody to see.

Will DSM reduce the carbon costs to non-participating gas customers?  We heard at the outset that concern from the RCF panellist, Union's panellist, Mr. Sloan, that he felt it was just a flow-through.

MR. CHERNICK:  Well, that depends on the greenhouse gas program design.

California gives the utilities 90 percent of their required allowances for free, and then they -- the utilities have to pay for the remainder of their allowances, 10 percent.

If Ontario takes that approach, customers will pay for 10 percent of an allowance for every tonne of carbon emissions that they're responsible for.  So for every tonne of carbon that DSM avoids, the utility would save a full allowance, say $16.  The participant in the program would save the amount -- the 10 percent that's in rates, which would be $1.60, and the remaining $14.40 would go to all the other customers.

So 90 percent of the allowance benefits would flow to other customers, with the participant retaining 10 percent.

And other program designs would have other effects, other that greenhouse gas program designs.  If Ontario follows the lead of the RGGI states in the northeast U.S. in using a large part of their allowance revenues to pay for DSM, the Ontario DSM programs could be expanded far beyond the current plans with no adverse effect on customer rates or bills, since the funds would be coming from the carbon charges, which are going to be levied anyway and, in fact, would be higher in total without the DSM.


And as sort of a reality check, imposing the full allowance burden on gas ratepayers would imply that the government does not consider a rate increase of, say, 30 percent to be excessive, calling into question the appropriateness of the $2-a-month guidance on capping the rate effect from DSM, which would avoid carbon and -- the carbon emissions and carbon allowance costs.


MR. POCH:  All right, and there's been some -- I think it's fair to say some confusion on the record about what's intended by the phrase "DRIPE".  Could you just comment on that?


MR. CHERNICK:  Yeah, there are two types of gas DRIPE that I talk about in my testimony.  The first is the effect of North American consumption levels on North American gas prices as a whole; basically, the supply area prices.  And the second is what I call basis DRIPE, the difference in market price between a delivery hub such as Dawn and a supply hub such as Henry Hub, which is a common reference point.  And the utilities and I think some other parties have suggested that local storage or some other factor would insulate Ontario from the effects of supply price changes in the rest of the continent.  The prices could go up or down in other places, but it wouldn't affect the price at Dawn.


And that just does not appear to be the case.  The price at Dawn from month to month or year to year moves along with Henry Hub and other supply areas.  The same is true for Empress, although prices from Empress are somewhat lower than Dawn or Henry Hub, because there was a transmission toll tacked on to getting the gas from Empress to most of the places where people would want to buy it.


So reduced annual gas demand will reduce market prices at Dawn, Empress, and all the major trading hubs in North America year round.


The supply DRIPE estimates that I provide in my testimony are the lowest values that can be supported by the available evidence.


Also on the basis DRIPE I discuss briefly the likelihood that prices at Dawn also are subject to some basis DRIPE, that all else equal, higher loads in Ontario would tend to drive up prices for Ontario.


I conclude that I can't quantity that effect because it is a very complicated system.  There's a lot of load downstream of Ontario.  Gas flows through the province to other places, so you have to look at who's demanding what, what's flowing in at any one time, and collecting that -- those data is quite an undertaking.


There's local storage, which means that you can't look at just daily price fluctuations or weekly price fluctuations, because the storage component can move costs around.  And the transmission -- or transportation system is quite complex, with many pipelines feeding into the province.


And so I don't propose any specific value for basis DRIPE, other than -- and my only recommendation is that it should be looked at in the future.


Some of the critiques of supply DRIPE that I've seen in this case would be relevant critiques for basis DRIPE.  For example, the fact that there's storage at Dawn; that may mean that a spike in usage and cold weather in Ontario doesn't affect Ontario prices as much as would be true in other consuming areas in the U.S. southeast or in New England.  But it's not really relevant at all to the supply DRIPE that I do advocate.


MR. POCH:  Thank you, Mr. Chernick.  Mr. Neme, I'm going to turn to you.  You're responsible for Exhibit L.GEC.1 in interrogatory responses, and your CV is attached to L.GEC.1; correct?


MR. NEME:  Correct.


MR. POCH:  And can you get the microphone lined up there?


MR. NEME:  Correct.


MR. POCH:  Thank you.  You've provided expert -- evidence as an expert on DSM planning and evaluation in proceedings before this Board before?


MR. NEME:  Yes, I believe I have filed written testimony on the order of 20 times before the OEB and stood cross on that evidence whenever the hearings required it, probably a third to a half of those times.


MR. POCH:  All right.  And you've worked in numerous other jurisdictions on these matters?


MR. NEME:  Yes.  I'm not sure exactly what the total count is, but more than 25 U.S. states, four Canadian provinces, and several countries in Europe.


MR. POCH:  And I understand you also have practical experience in the administration of delivery of conservation programs?


MR. NEME:  Yes, in my former job at the Vermont Energy Investment Corporation I was on the senior management team that oversaw the Efficiency Vermont contract, which is the contract in which my former employer, VEIC, delivers almost all of the energy efficiency programs across the state of Vermont, and I was in that position for ten years.


MR. POCH:  All right.  And I understand you've been selected by the collective of intervenors, if you will, to sit on audit committees and the technical evaluation committee, and most recently the Board has appointed you to the newly formed technical advisory committee; is that correct?


MR. NEME:  Yes, I believe I've been on every Enbridge audit committee since the very first one in 2000, with one exception when I was overseas.  I served on several of the Union ones as well, although not in the last few years.  I currently serve on the TEC, and my understanding is I've been appointed to the new committee that will replace it.


MR. POCH:  Thank you.  And I would ask, Madam Chair, I would ask Mr. Neme be qualified to give expert testimony on the topics of DSM planning and evaluation.


MS. LONG:  Does anyone wish to challenge Mr. Neme's qualifications in those areas?  Then the Board will accept him as an expert in the areas of DSM planning and evaluation.


MR. POCH:  Thank you, Madam Chair.  Mr. Neme, you are -- as I indicated, you are responsible for L.GEC.1 and interrogatory responses with your names -- name on it.  Do you adopt that as your sworn evidence in this case?


MR. NEME:  I do.


MR. POCH:  All right.  Let me ask you a few questions, then.  There has been significant discussion about your table 3 in your evidence, which estimates the rate-reducing impacts of DSM for non-participants as well as participants.


And in particular, there's been some suggestions that because some of these effects include some uncertainty we should not count them when estimating rate impacts.  Can you comment on that?


MR. NEME:  Yes, and I guess in a way I'll be elaborating a little bit on what Mr. Chernick just said with respect to the issue of uncertainty.  I find the argument that one should effectively assume those values to be zero because there is uncertainty to be eminently unreasonable and almost hard to fathom.


Forecasting always involves uncertainty.  The utilities often use forecasts for a variety of different things, both on the DSM side of things and to make decisions about investments on the supply side that will almost certainly affect rates, at least in a number of cases.


We know that the answers for these values are not zero across the board.  In fact, in a couple of cases the values that have -- Mr. Chernick has put forward for these items are -- well, in one case at least are derived directly from data and analysis the utilities conducted; another case at least started from their analysis as a starting point.


So I see no reason why one shouldn't, as one does for all other matters in planning, make the best estimate, the most accurate estimate, one can with the information and data available and proceed on that basis.


MR. POCH:  All right, at one point there was a discussion about Union's Exhibit A, tab 3, appendix E, schedule 4, and a similar request that a similar schedule be developed for Enbridge.


That document purports to compare 2020 DSM participant benefits with the cost that participants will incur in the same year.

And I guess I'm concerned that one possible interpretation of some of that discussion was that even the benefits for participants are not enough to offset the cost that they pay in rates.  Could you comment on that?

MR. NEME:  Yes, I think that would be a mistaken interpretation of that exhibit.

At least -- my understanding of the basis for the values in that exhibit is they are comparing the annual savings, or the first year of savings and the value associated with those savings to participants, with the costs incurred in that year.

However, as I believe has been discussed considerably on numerous occasions during the past week and a half, the efficiency measures that are being promoted with those costs have lives of 10, 15, 20, 25 years; I believe the average is on the order of 15 to 16 years.  So it is unreasonable to look at the costs that show up in that year for those customers, for those participants, and compare those costs only to the first year of an average of a 15- or 16-year stream of benefits, and then draw conclusions about whether this is a good thing for participants or not.

That would be -- to kind of take it to an analogy on the supply side, that would be like saying that the billion dollars that we're going to invest in the GTA pipeline, we should only invest if we can demonstrate that the benefits that will flow back from that investment in the very first year that it is constructed are more than a billion.

No one would expect that, nor should they, and nor should we expect first-year benefits from a multi-year stream of benefits from the first year cost to be higher than that cost.

MR. POCH:  Mr. Neme, Mr. Shepherd was identifying a set of short payback large volume customer projects last week, and was suggesting to the utility witnesses that there would likely -- these participants in those programs would likely be free riders due to the short paybacks.  Can you comment on that?

MR. NEME:  I'll say a couple of things in response. First, I will say that all other things being equal, and that's an important qualifier -- all other things being equal, the free rider rate for projects that have short paybacks is likely to be higher than the free rider rate for projects that have long paybacks, or longer pay backs, all other things being equal.

That said, it's equally true, from my perspective, that it would be unreasonable to draw the conclusion that all short payback projects are free riders.

I generally agree with the arguments that Union's witnesses made in this regard.  There are a variety of reasons why efficiency projects, even short payback efficiency projects and even those being implemented by large sophisticated customers, are not always free riders.

MR. POCH:  That said, you are proposing a minimum one and a half year to two-year payback screen for the large volume program.

Can you comment on that juxtaposition?

MR. NEME:  Sure.  I think this it's important to note first that that proposal was solely for the very largest customers, and solely with respect to on operational efficiency improvements, not to capital projects.

Now, I offered that proposal as something for the Board to consider in the event that the concerns about rate impacts -- not rate impacts, the concerns about free riders are sufficient that it felt that something needed to be done.

That kind of requirement would almost certainly result in a lower free rider rate for the set of projects from those customers, and likely also result in savings from the projects that are undertaken that are more durable and longer lived on average than those in the historic portfolios.

However, I will note that there would be a cost associated, if you will, with that requirement as well.  We will sacrifice some very inexpensive shorter term savings from short payback measures that the customers would not have otherwise undertaken in order to strike that -- strike that balance.

So it's -- I just want to make clear that it's a little bit of a judgment call about where -- how to balance those trade-offs.

MR. POCH:  Just so I understand, that was strictly with respect to operational efforts by the customer, where they'd be doing maintenance anyway.  Is that the context?

MR. NEME:  That's correct -- or where they may or may not be doing maintenance anyway.

MR. POCH:  Let me just ask you about this question of diminishing returns that come up.

Your report addresses how much additional efficiency could be obtained if the budget were available.  At one time -- at one point, Board Member Frank observed that some intervenors seemed to be disappointed that savings are not higher than they are.

There's been discussion in the hearing on this topic, including suggestions that we are already experiencing some diminishing returns from investment inefficiency, and that the returns from additional spending will result in even more diminishing returns.  Can you respond to that theme?

MR. NEME:  Sure, I'll say a couple of things.  One is that even if we are today, and I'm not -- I haven't done the analysis to determine whether the returns on the utilities' proposed plans, putting aside the issue of Union's large industrial savings, are significantly diminished relative to the past, but that's possible.

But nevertheless, the cost effectiveness of these investments are quite robust from the utility cost test, or the program administrator cost test.  Looking at Enbridge's benefit cost ratios, many of these programs are in the 8, 9, 10 to 1 ratio from a program administrator cost test perspective.

That suggests that there is quite a robust amount of savings to be tapped.

With respect to the question of whether substantial increases in spending would get us to the point where we hit some precipitous down slope in the terms of the yield per dollar spent, I don't believe that there's -- it is conceivable that we could reach that point at some point for sure, but I don't believe the evidence suggests that we're anywhere close to that point right now.

Both utilities have several programs that could be ramped up without sacrificing for each of those programs the cost -- on the cost per unit of energy saved.

A couple of examples include their C&I, commercial and industrial prescriptive rebates.  As noted in my evidence, where I just looked at a sample of a couple of measures, there are very low market penetration rates, participation rates in some of those programs.  And certainly evidence from other jurisdictions, which I also noted in my evidence, where they have, for example, gone to upstream incentives to distributors, they've seen dramatic increases in participation without increases in per unit costs.  So that's one example.

Another one would be small commercial direct install programs.  Union, I believe, is only committed to looking at a pilot on that front.  Enbridge has more than a pilot, but its level of participation is still significantly below the levels that have been achieved in some other jurisdictions.

And then of course there is Union's large industrial program.  That by itself, just including that back into the mix by itself, would dramatically improve -- not decrease, but improve the yields for the company's portfolio of programs.

Now, I will note that even in some programs, or for some measures where it might be necessary to require or to offer higher incentives, for example, or more marketing costs to achieve higher levels of participation and savings, and that would have the effect of somewhat lowering -- depending on the magnitude of the increases, somewhat lowering the yield per dollar spent, per utility dollar spent.

There are also some counterbalancing effects that could push things in the other direction.

For example, the larger your financial incentive is as a percent of the incremental cost of an efficiency measure -- and this is particularly true for what I would think of as mass market programs, programs for smaller commercial businesses and for residential customers, free rider rates go down as incentive levels go up.

And then also a substantial portion of the utilities' budgets, as proposed in plans, are devoted to overheads and market transformation or general education initiatives.


If one puts any additional funding that were to be made available into programs that yield energy savings, those costs would not need to grow nearly as quickly, and so you'd be spreading what are largely fixed costs over a broader range of savings, so that would also have the effect of improving yields.


So the bottom line is there seems to me to be plenty of headroom for substantial increases in savings associated with increases in budgets in ways that would not hit some, you know, cliff of diminishing returns.


MR. POCH:  All right, I have just two more questions, really more process-oriented.  The utilities have both suggested that we should wait until the midterm review to address many of the concerns that you've raised in your report and you've raised today; how do you respond to that?


MR. NEME:  Well, I think it's first worth taking a step back and understanding what the implications of that might be.  Mr. Chernick alluded to this earlier.  It's my understanding that at least as currently structured that the Board's guidance would be that the midterm review would happen in mid-2018, and I think as a practical matter that means that any lessons learned from that midterm review, the earliest that they could realistically be applied would be to the 2019 program year, so we're talking about 2019 and 2020, the last two years of a six-year planning cycle.


That seems like a long time to wait for -- to address the range of important issues that have been put on the table in this proceeding, as well as the key policy imperatives for ratcheting up energy efficiency, including the direction that the province is moving with respect to carbon regulation.


I think it's worth noting also that we'll know a lot more about some of the key issues that are being debated in this hearing probably within a year, and in some cases even much sooner than that, with respect to where carbon regulation is going, as well as the, for example, the pending free ridership study for custom commercial and industrial projects, and it would seem potentially problematic to get that kind of information that would have important implications for where this is all going and then wait until 2019 to do anything about it.


MR. POCH:  You've pointed out the problem; what's your proposal?  How would you recommend to the Board that they proceed?


MR. NEME:  In my evidence I suggest that the Board consider largely approving the utility's plans for 2015. We're almost done with the year anyway.  It is hard to see what could be gained by significant revisions there.  To largely approve the 2016 plans, we're almost at 2016.  The utilities have already proposed significant ramp-ups from 2015 to 2016.  It would be good to get some progress going there.


The one significant exception that I would recommend is requiring a continuation into 2016 of Union's large industrials program so that there isn't a stop and then some decision later to start back up again with the problems that that entails and, for that matter, the foregone savings that go with it.


And then thirdly, I've suggested that the Board consider, for 2017, establishing a higher budget figure, perhaps, on the order of 40 percent higher, than the utilities have proposed for 2016, which is certainly higher than both utilities have themselves proposed for 2017.


With the determination -- with the Board's guidance on what the budget for 2017 should be and direction on continuation of the large industrials, I think the bigger thorny issues that would have to be wrestled with to put a plan together to be responsible -- responsive to the extra funding is something that the utilities with the -- and the intervenors would likely be able to work out together in advance.  At least that's been my experience in a number of past proceedings in this jurisdiction, and then there could be, I suppose, a proceeding, as was done in some -- several years ago, when there was a requirement to increase spending on low-income programs that would be -- I'm not sure what the term of art is, but I think of it as more as a paper proceeding, one in which an oral hearing was not required to approve the modifications for 2017.


And then finally, I'd suggest that the midterm review be -- as it's framed be moved up to sometime in 2017, so that it could be considered in time to influence at least the last three years of the six-year planning period, 2018 through 2020.


MR. POCH:  Thank you, Madam Chair.  Thank you for the indulgence of that rather long chief.  We felt it would be valuable to the Board to hear the panellists' responses to the number of issues that have come up.  The panel is available for cross-examination.


MS. LONG:  Thank you, Mr. Poch.


Ms. DeMarco, we plan to sit to 4:45 today.  Does that give you enough time?


MS. DeMARCO:  It does, Madam Chair.  I hope to be completely done --


MS. LONG:  Okay.


MS. DeMARCO:  -- by that point in time.


Cross-Examination by Ms. DeMarco:

MS. DeMARCO:  Let me start first if I can then, Mr. Chernick, nice to see you again.  Lisa DeMarco here on behalf of the Association of Power Producers of Ontario.  My questions are focused as per the last time we spoke largely on the non-energy benefits and the value of the carbon portion of those non-energy benefits that are addressed in your evidence and very specifically in or around page 24 of your evidence marked as L.GEC.2.


It's your assertion in that evidence that gas-fired generation appears to be on margin approximately 75 -- 70 percent of the time; is that right?


MR. CHERNICK:  That was my estimate for 2016 to '20.


MS. DeMARCO:  And if I can ask you to turn to our compendium of materials at tab 8.


MR. CHERNICK:  I take it that that was sent out --


MS. DeMARCO:  Friday.


MR. CHERNICK:  Right.  Okay.


MR. POCH:  It will be on the screen in front of you, Mr. Chernick.


MS. DeMARCO:  Sorry, that is Exhibit K -- I can't read my own writing at this point -- 9.4, marked today, at tab 8.  If we can approach the witnesses we have extra copies of the compendium, if it would be helpful.


MS. LONG:  Do you have a copy of that on your screen in front of you?  No?


MR. NEME:  We did a minute ago.


MS. LONG:  Okay.


MR. NEME:  It disappeared.


MS. LONG:  You are referring to this chart here?


MS. DeMARCO:  That's it there, yes.  I'm showing you a graph from the Independent Electricity System Operator that is entitled "Existing, committed, and directed resources can produce the required energy.  The need is for additional peak capacity".  You have that up?


MR. CHERNICK:  Yes, I see that.


MS. DeMARCO:  And in particular in relation to the bottom graph, entitled "energy margin as a percentage of Ontario demand" -- you see that?


MR. CHERNICK:  Yes.


MS. DeMARCO:  And it's broken down by gas generation source, predominantly.  And the overriding line is a total percentage of gas energy on margin as a percentage of Ontario demand; do you have that?


MR. CHERNICK:  I'm sorry, you are telling me that the more or less solid line, the greyish line on the curve -- on this graph labelled "total margin", that that has something to do with gas?


MS. DeMARCO:  Yes.


MR. CHERNICK:  I don't see that anywhere.


MS. DeMARCO:  It's energy margin as a percentage of demand, and if you look at the top we have gas-fired generation sources.


MR. CHERNICK:  I see energy margin as a percent of demand, but I don't know that it has anything to do with gas.


MS. DeMARCO:  Certainly CCGT, you would agree, is combined cycle gas turbine?


MR. CHERNICK:  Yes, and that -- CCGTACF, I take it to be annual capacity factor?


MS. DeMARCO:  Yes.


MR. CHERNICK:  And this tells us that -- well, actually, strictly speaking, it doesn't tell us very much about what's at the margin, but -- and when you say total margin, is that in dollars or --


MS. DeMARCO:  It's in percentage.


MR. CHERNICK:  -- reserve margin or some other -- something else?


MS. DeMARCO:  It is in percentage of Ontario demand, as per the Y axis.


MR. CHERNICK:  I don't understand what this means.  If I had the entire report in front of me, perhaps it would explain it.  But this is, by itself, an almost meaningless graph.  It has something called total margin that doesn't identify what it is.


So if you ask me to assume that this was something, then I could tell you what the implications might be.  But I have no basis for making that assumption.


MS. DeMARCO:  So fair to say the axis that's labelled "energy margin as a percentage of Ontario demand" would indicate that in 2013, that energy margin as a percentage of Ontario demand was approximately 32 percent?


MR. CHERNICK:  The grey line is about 32 percent, yes.


MS. DeMARCO:  And again in 2015, about 35 percent?


MR. CHERNICK:  Something like that.


MS. DeMARCO:  And in 2016, somewhere around 34 percent?


MR. CHERNICK:  2016?  Yes, it looks like that grey line goes down a little bit, yes.


MS. DeMARCO:  And going down to 2021, that grey line goes down to about 25 percent; is that fair?


MR. CHERNICK:  Yes.


MS. DeMARCO:  Could I ask you to turn to tab 9, please?



As we discussed in the technical conference, you did not undertake to ask the IESO what percentage of time gas set the market clearing price; is that correct?


MR. CHERNICK:  No.


MS. DeMARCO:  Did you ask them?


MR. CHERNICK:  Yes, and they did said that they didn't have that data available.


MS. DeMARCO:  Can you undertake to provide us with the communications to the IESO?


MR. CHERNICK:  I believe it was a phone call by my research assistant, and he said that he was not able to get any more information out of them.


MS. DeMARCO:  Do you have any notes from that phone call, Mr. Chernick?


MR. CHERNICK:  I don't, but -- anyway, I tried.  Perhaps we asked the wrong person in the wrong way.


MS. DeMARCO:  If you’ll just follow along from the base of the e-mail communications, you'll see that on August 3rd, the president, David Butters, asks the IESO what the percentage of hours gas-fired generators set the MCP, being the market clearing price; is that correct?


MR. CHERNICK:  I'm sorry, at the top of page 1, is that where we're looking?


MS. DeMARCO:  I'm at the bottom of page 2.


MR. CHERNICK:  Okay.


MS. DeMARCO:  And it is an e-mail from David Butters to Bruce Campbell and Kim Warren, and the subject is "Gas-fired generators"; do you have that?  It is on the screen in front of you.


MR. CHERNICK:  Yes, I have that.  The percentage of hours gas-fired generators set the MCP.


MS. DeMARCO:  And following through the e-mail chain onto page 1, there is an e-mail from -- I'm going to mispronounce the name with apologies, Ioan Agavriloai.


I've got it wrong, sorry.  Subject to check on pronunciation, it’s I-O-A-N at the IESO, who is the manager of operational effectiveness.  You’ve got that?


MR. CHERNICK:  You're asking me about operational effectiveness, yes.


MS. DeMARCO:  And he indicates the percentages you are looking for are 32 percent in 2014, and 39 percent to date, in 2015 -- to July 31st?


MR. CHERNICK:  That’s the numbers on that page, yes.


MS. DeMARCO:  Do you have any reason not to trust the IESO in its reported --


MR. CHERNICK:  No, and I didn't talk about 2014 or 2015 in my testimony, so --


MS. DeMARCO:  So --


MR. CHERNICK:  -- this isn't really -- I mean, it indicates that the number was in the 30 percent range and it was going up.  It just looks, based on the information I had from I guess what's now part of the IESO, they expected it to get much higher than that by 2016.


Perhaps this is a correction to that, which would mean that the carbon price implied by the Minister's 15 percent number would be much higher.


If you're right -- you know, you seem to think that this number somehow contradicts my 70 percent.


MS. DeMARCO:  Fair to say that neither in 2014 or 2015, we've got 70 percent --


MR. CHERNICK:  No, and I didn't say that it did.


MS. DeMARCO:  Okay.  Can we turn back to that tab number --


MR. POCH:  Could my witness be allowed to finish his thought about the implications?


MR. CHERNICK:  I was finished.


MS. DeMARCO:  Can we turn back then to tab number 8?


Is it fair to say that that 32 percent for 2014 corresponds to the grey line, 32 percent for 2014, in this graph?


MR. CHERNICK:  I'm sorry, the numbers were 32 and 39 percent?


MS. DeMARCO:  Yes.


MR. CHERNICK:  Yes, it looks like 2014 would be pretty close, and 2015 does not match.


MS. DeMARCO:  You have a part year for the first half of 2015 in the e-mail at 39 percent?


MR. CHERNICK:  So you wouldn't expect them to match necessarily.


MS. DeMARCO:  So it's fair to say that it's within hitting range, shooting range, 35 versus 39 percent; fair?


MR. CHERNICK:  Again, I don't know what this is, but if you're asking me the question:  If gas were less of the margin, if there were less carbon emissions at the 
margin --


MS. DeMARCO:  That's not what I'm asking.


MR. CHERNICK:  -- in the IESO -- I don't see --

MS. DeMARCO:  Let me be very clear.  I'm just going through the percentage of time the IESO reports gas was on the margin for 2014, and we've agreed that they reported that it’s 32 percent; is that correct?


MR. CHERNICK:  That they reported, meaning in an e-mail.  Somebody got that number from them, yes.  That's not what I would call a report.  But yes, somebody at the IESO said that in an e-mail, and if you had provided that to me in discovery, I would have been able to do some calculations based on it, and told you what the implication of that continuing would be.


But I don't know what it is and I don't -- it's entirely possible that the Minister's implied price of carbon is much higher than I suggested.


MS. DeMARCO:  Just purely focusing on the issue of gas on margin, neither in the graph nor in the e-mail anywhere do we see gas on margin is at 70 percent, do we?


MR. CHERNICK:  No, because it doesn't involve 2016 to 2020.


MS. DeMARCO:  Let's be fair, let's turn to the graph.  There is 2016.  We do not see the grey line at 70 percent.


MR. CHERNICK:  And again, we don't know what the grey line is.  But the grey line is not at 70 percent, it is at 35 percent.  And if that's the case -- if this really means what you are suggesting it means, then the Minister's 15 percent adder for electricity would be twice as high a price for carbon, or over $100 per tonne.  And that's the only place where this number is relevant -- well, perhaps not the only place, but it's a major place where it's relevant.


MS. DeMARCO:  Let me put it to you this way: Do you have confidence that in your assumption that gas is on margin 70 percent of the time, at this point in time in light of these figures?


MR. CHERNICK:  Well, I told you in the technical conference, and I believe I said in discovery and perhaps even in my -- I don't know how clear it was in my direct evidence, that I eyeballed a graph from Ontario Power Generation, and that was the basis.  And I explained what I was thinking and why.


And I don't know that I ever said I am confident, and I wasn't terribly confident and I said this is the best I could get.


And I don't have a better projection at this time, nor do I know the date of this analysis, so I don't know if it was before or after mister -- I'm sorry, before or after the analysis that I saw.


MS. DeMARCO:  We do know the date of the e-mail is August 3, 2015.


MR. CHERNICK:  Yes, but again, the e-mail does not have 2016.


MS. DeMARCO:  Fair to say that we have no data that the market clearing -- the percentage of time gas on margin would double from year to year?


MS. LONG:  Ms. DeMarco, I don't know how useful this is going to be the Board if the witness has stated that he's unclear with respect to tab 8 and what energy margin means and looking at these e-mails.  I don't know.  Is there some way that you can refocus your questions --


MS. DeMARCO:  I'm happy to move on.  I think we've got exactly what we need.  Thank you.


I'd now like to ask you specifically in relation to your evidence in around carbon pricing.  You indicated in your direct evidence today that, in fact, in California gas distributors received 90 percent of their emission allowances free of charge; is that right?


MR. CHERNICK:  Yes, I think in the current year it is 90.7 percent, and that percentage goes down over time, and it is about 85 percent by 2020.


MS. DeMARCO:  So they did not, in fact, pay the charge for that 90-ish percent?


MR. CHERNICK:  That's correct, they get -- that's not of their current year's use, that is of a historical -- of a target made -- derived from a historical year.


MS. DeMARCO:  And there's no uncertainty associated with that.


MR. CHERNICK:  No uncertainty about the California rules?  Well, I suppose that the California Air Resources Board could change the rules in the future.


MS. DeMARCO:  But they did, in fact, receive 90-ish percentage without charge?


MR. CHERNICK:  Oh, you mean have they so far?  Yes.  It started higher than that somewhere in the mid-'90s, I think, and it is down to about 90 percent now.


MS. DeMARCO:  So inasmuch as we don't have the exact percentages, we know that you certainly have been well-qualified before this Board and in this proceeding as an expert in avoided costs.  Would you also consider yourself an expert in carbon pricing?


MR. CHERNICK:  Well, I certainly have some relevant expertise.  I'm not quite sure what aspect of carbon pricing you're concerned with.  I -- I have not tried to stay up with what's going on with all of the markets, including the very complicated California regulations.


MS. DeMARCO:  And you haven't generated your own forward price curve for allowances, carbon-based allowances?


MR. CHERNICK:  No, I have not done that forecast myself.  I've relied on data available in the market.


MS. DeMARCO:  Have you discussed at all with carbon brokers in relation to their forward price curves for carbon?


MR. CHERNICK:  No, I haven't.


MS. DeMARCO:  And to the extent that you spoke quite directly about the use of carbon revenues for DSM and energy-efficiency programs, and you spoke -- that's fair?


MR. CHERNICK:  Oh, yes.


MS. DeMARCO:  And you spoke to that in Ontario; that's fair?


MR. CHERNICK:  Well, I spoke to -- what I said was that that's the way it's done in the RGGI states, R-G-G-I.  And if Ontario goes that way, with charging for all of the allowances and flowing a large part of that revenue back in the form of energy-efficiency funding and other carbon mitigation measures, then it would have implications for the Board's concern about revenue effects.


MS. DeMARCO:  And is it your view that Ontario has the ability to do that?


MR. CHERNICK:  Are you asking me a legal question?


MS. DeMARCO:  I'm trying very hard not to ask you a legal question, but it is your understanding that Ontario has the ability to do that?


MR. CHERNICK:  I'm not aware of any constitutional bar to the government of Ontario doing that, but I don't know whether they're proposing it and I don't know whether there might be something I'm not aware of.


MS. DeMARCO:  Thank you.  Those are my questions for Mr. Chernick.  If I might move on very briefly to Mr. Neme.  I just wanted to clarify that in relation to a number of the efficiency measures that you would suggest, you have not at any point in time examined the cost-effectiveness of those measures being undertaken directly by a large industrial customer?


MR. NEME:  I'm not sure -- when you say the efficiency measures I suggest, I'm not sure which ones you're talking about.


MS. DeMARCO:  Any associated energy-efficiency measure currently involved or included in Union's suite of large industrial programs.


MR. NEME:  So is your question to me:  Have I personally done an audit of an electric power producer to assess the viability and cost-effectiveness of those measures?  Is that your question?


MS. DeMARCO:  We can certainly start there.


MR. NEME:  The answer is no.


MS. DeMARCO:  Thank you.  Have you assessed the effectiveness of the administrative costs of those programs at all?


MR. NEME:  I'm not sure what you mean by "assess the effectiveness of the administrative costs".


MS. DeMARCO:  The amount saved per administrative buck.


MR. NEME:  You mean the portion of the historic large industrial program budget that the utilities have -- that Union Gas has used for administration; is that what you are referring to?


MS. DeMARCO:  Basically the amount of metres cubed saved per administrative dollar spent.


MR. NEME:  Well, in general, the amount of metres cubed per total dollars spent, administrative and otherwise, is quite substantial for that program, and the administrative portion is only a very small portion of that, so it's pretty -- it's pretty good in aggregate.


It is hard to separate administrative costs sometimes from an overall budget and look separately at the effectiveness of different components of the program, because they're all highly interrelated.


MS. DeMARCO:  And it's your view that the administrative costs of Union's large industrial programs is a very small portion of the budget; is that fair?


MR. NEME:  No, I believe it's a about a third, if memory serves, but I'd...


MS. DeMARCO:  Subject to check, would you accept over a half?


MR. NEME:  I'd have to see the numbers.  Sorry, it conked out on me.  I'd have to see the numbers.


MS. DeMARCO:  I'll find you the reference.  Just one second.  And this would be the finish -- the end of my questions.


MR. NEME:  While you're looking, I'd also add that it's one of the -- and I myself and my firm have, on several occasions, attempted to do some cross-jurisdictional comparisons of administrative costs, so-called administrative costs, and have found it to be a very difficult exercise because different jurisdictions classify different things as administrative.  Sometimes it's purely -- administrative is meant to refer purely to accounting and reporting, contract management type things.  Sometimes it includes technical support.  Sometimes it includes doing financial analysis.  Sometimes it includes training.  Sometimes it includes all the above.  So it's hard to parse it out sometimes.


MS. DeMARCO:  Can I ask you to turn to Union Exhibit A, tab 3, at page 6?


MR. NEME:  This'll be brought up on the screen?


MS. DeMARCO:  And quite specifically under the left-hand column labelled "large volume".


MR. NEME:  Yes, I see it.


MS. DeMARCO:  Fair to say that the row entitled "large-volume administration" is a total of 409,000 on a total large-volume program budget of 809,000?


MR. NEME:  Yes, I see that, and I now understand where we were crossing -- or not connecting a few moments ago.  You're talking about their proposed program for 2016 through 2020.  I thought you were referring back to the historic program in which financial incentives were also part of the self-direct initiative.  Yes, I see that under their current proposal for 2016 and beyond that the administrative costs, as they label it, are on the order of half.


MS. DeMARCO:  Thank you.  Those are my questions.


MS. LONG:  Thank you.  We're adjourned until tomorrow at 9:30.

--- Whereupon the hearing adjourned at 4:55 p.m.
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