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Thursday, September 3, 2015
--- On commencing at 9:32 a.m.

MS. LONG:  Please be seated.

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

Before we begin, are there any preliminary matters?  No?  Then, Mr. Poch, I understand that you are going to start with cross-examination of this panel.

MR. POCH:  Madam Chair.  Ah, there.
ONTARIO ENERGY BOARD STAFF - PANEL 1, resumed

Tim Woolf, Previously Affirmed


Ken G. Takahashi, Previously Affirmed
Cross-Examination by Mr. Poch:

MR. POCH:  Good morning, Madam Chair, good morning, panel, good morning, witnesses.  I think most of my questions are for you, Mr. Woolf, but Mr. Takahashi, please feel free to chime in.  I think both of us will -- all of us will earn points if we are short and snappy today.

Would you agree that one consequence of any underestimate of avoidable costs is that when doing conservation potential studies we may miss certain measure or program opportunities and underestimate the achievable potential?

MR. WOOLF:  Yes, if avoided costs are understated, yes.

MR. POCH:  And when delivering programs, we might not promote or install certain measures --


[Reporter appeals]

MR. POCH:  Sure.  And when delivering programs, we might not promote or install certain measures, and we would thereby achieve lower savings and, in turn, raise the overall cost of gas service?

MR. WOOLF:  Yes, that is a risk of understated avoided costs.

MR. POCH:  Given that carbon reductions from DSM savings are effectively at a negative cost per tonne -- first of all, you agree with that, that carbon savings from DSM savings are, in effect, at a negative cost per tonne abated?


MR. WOOLF:  I guess you need to explain to me why you put it in negative terms.

MR. POCH:  That the --


MR. WOOLF:  Oh, it's a savings.

MR. POCH:  Yes.

MR. WOOLF:  Okay.  Yes, I would say that that's a savings in terms of tonnes -- dollars per tonne.

MR. POCH:  Yes, in effect that if the DSM measures are cost-effective without the consideration of carbon, then the carbon savings are achieved at no cost or a negative cost, if DSM creates bill savings.

MR. WOOLF:  Well, the way I would word it, if I may, is that if you were to account for costs of complying with carbon requirements, that would increase the avoided cost and therefore increase the cost-effectiveness and the potential for cost-effectiveness of efficiency.

MR. POCH:  Yeah, I guess my question was, if you have a measure that is cost-effective without consideration of the carbon issue -- that is, it saves money to install -- then the achievement of carbon abatement by the installation of that measure is at zero incremental cost.

MR. WOOLF:  Zero incremental cost, sure.

MR. POCH:  Yes.  Okay, and would you agree that in a jurisdiction that's updating its climate action plan and facing a shortfall in hitting its targets, that would make DSM a particularly valuable strategy for achieving greenhouse gas emission goals?

MR. WOOLF:  Yes, I would.  I would say in general energy efficiency is widely viewed as the -- one of the lowest-cost ways of complying with carbon constraints.

MR. POCH:  All right.  We asked you a few questions.  I just have a couple.  I haven't prepared a compendium, so if you would turn to M.Staff.GEC.2.  It will come up on your screen in a moment.  And I'm looking...

There we are.  There we asked you if it would be appropriate to include this list of items in consideration of development of avoided costs, avoidable costs of carbon compliance DRIPE, avoidable distribution system costs, avoidable utility-owned transmission and storage costs, avoidable upstream transmission --


[Reporter appeals]

MR. POCH:  Sorry.

MR. WOOLF:  Also, if I may --


MR. POCH:  Yes.

MR. WOOLF:  -- I don't see this in our compendium materials.

MR. POCH:  No, it's not in a --


MR. WOOLF:  Okay.

MR. POCH:  -- compendium.  It'll just -- you can see it on the screen --


MR. WOOLF:  Yes, I can.  Then I couldn't see where -- what you're reading from.

MR. POCH:  It's not on the screen.  We have the wrong one.  We're looking for M.Staff.GEC.2.  Well, that's interesting.  I have a different exhibit.  Yes, that's GEC Staff, and we want Staff GEC.  My apologies if I've misstated that.

All right.  And in fact, I don't need to read the list in.  It's in front of us.  It's a list of various avoidable costs that Mr. Chernick's and Mr. Neme's evidence has addressed, and it's, in fact, the latter part of the answer that I wanted to look at, where you say -- first of all, just for the record, I note that you agree all those things should be considered, and then you say that:

"It's not just about current compliance costs or trading prices for carbon, but also reasonably anticipated future greenhouse gas emission regulations."

Can you just elaborate on that, why that's important to considering avoided costs?

MR. WOOLF:  Yeah, because there are many jurisdictions where there might not be environmental compliance requirements in place, yet they're expected to be in place in the next, two, three, four, five years, and it wouldn't make any sense to ignore those when there was a reasonable certainty that they would be in place, just as you would expect different gas costs in future years than what you have today.  So the point is to not be confined to only what's in place at the current time.

MR. POCH:  All right, you used the word "reasonable certainty", so I take it your position is that if there is some uncertainty about the timing or extent of such regulation we should nevertheless proceed using our best available information?

MR. WOOLF:  Yes, and again, reasonable uncertainty, which is a broad criterion, but, yes.

MR. TAKAHASHI:  Can I jump in?  So the -- also we have to consider the lifetime of measures, often ten -- you know, ten to last -- ten, 20, 30 years.  We have to think about the time span, you know, of the measures and the policies.

MR. POCH:  Right, and if -- would you agree also that if we don't have a complete picture of avoided costs -- and I'm thinking of this list that was on that interrogatory -- or know what fraction of those benefits would go to all ratepayers, as opposed to just DSM participants, then we can't understand the net rate impact to non-participants in any given year, the net rate impact from DSM?

MR. WOOLF:  Well, the way that I would put it, if I can paraphrase you, is that to fully understand the net rate impacts one would need to account for the downward pressure on rates as a result of those avoided costs that affect all rates.

MR. POCH:  All right.  In fact, if we could go to the next interrogatory in that series, Interrogatory No.3, we then asked you explicitly about that, and you agreed that the list of five effects there that we list would indeed reduce the rates on customers' bills.

Just to be clear, would you agree that that would include non-participants as well as participants?

MR. WOOLF:  Yes, it's my understanding that each one of these impacts would affect non-participants as well as participants; they would affect rates.

MR. POCH:  Right.  So when calculating rate impact of DSM, is it appropriate to look at the net as opposed to just the budget gross impact?

MR. WOOLF:  Yes, we're looking at rate impacts.  I, just for the record, have done several rate impact analyses myself, and that's how I always do it.

MR. POCH:  Now, we've heard this week that the companies consider some of these effects somewhat uncertain, at least in extent.

Again, is there any reason not to include them in rate impact analysis with the best currently available -- using the best currently available information?

MR. WOOLF:  Whenever one does this analysis, they should use the best available information, yes.

MR. POCH:  All right.  And it's been suggested by at least one of the utilities that there's some higher standard of certainty required to use these values in rate impact analysis as opposed to an avoided cost derivation; would you agree with that?

MR. WOOLF:  No, I wouldn't.  I think the issue of uncertainty is -- you know, it's a challenging one, and it can be used in different ways.  I think that, accounting for uncertainty, one would want to use the best available information rather than just ignore an effect that you know is going to be real.

MR. POCH:  Okay.  Now, when estimating rate impacts, we have spending effects that increase rates in the year in question, and then we have a stream of benefits that reduce rates into the future as the savings continue; correct?

MR. WOOLF:  Yes.  Some of the benefits will help reduce rates in the future, yes.

MR. POCH:  And so, If we're looking at these effects to understand net rate effects -- impacts, is there any reason to look at the rate-reducing impact that occurs only in the program year along with the costs, or should the net present value of all benefits be considered?

MR. WOOLF:  Well, I would say that the impacts of efficiency programs that put downward pressure on rates should be accounted for for the entire study period that's being used to analyze the programs.

MR POCH:  All right.  And for that matter, would you agree that the rate-reducing impacts of past DSM for those measures that persist today would be holding down rates today for nonparticipants?

MR. WOOLF:  Yes.

MR. POCH:  And that the Board should, in considering rate impact, consider, then, both these persisting benefits as well as the benefits that will be created going forward by a particular DSM portfolio?

MR. WOOLF:  Yes.  The challenge that we all face is getting good quantitative data, and so I wouldn't necessarily recommend that we would need to get quantitative data for all the historical DSM, but it certainly is a real impact that needs to be sort of factored into the consideration and the analysis.

MR. POCH:  All right.  Now, the utilities have been reluctant to accept the assertion made by Mr. Chernick and Mr. Neme in their reports that there have been -- it's reasonable to assume there have been distribution infrastructure savings that are reducing rates today due to the past DSM.

Do you find it credible to assume that, at 20 or 25 years of DSM, much of which is in regard to heat sensitive load has had little or no rate-reducing impact and, in particular, no impact on distribution infrastructure?

MR. WOOLF:  I would say that's not very credible.  I would expect, over that period of time, there would be some impact on the infrastructure.  I don't know what it would be, but I would expect some impact.

MR. POCH:  All right.  Now, if there are concerns about rate impacts on nonparticipants, is it a common policy response in the jurisdictions you're familiar with -- and I know you've been a regulator yourself -- to offer a wide variety of programs and measures over a prolonged period of time so that more customers have the opportunity to participate and enjoy the benefits of efficiency?

MR. WOOLF:  I would say that it's very common practice to offer a wide variety of programs over a long period of time.  Sometimes it's for other reasons.  I've been an advocate for doing that just for this very reason, and I've been surprised to find how new that idea seems to be in some places, but I think it's a very important concept.

MR. POCH:  All right.  If you would be kind enough to turn up, or if my friends would turn up, Exhibit K2.1 at tab 4.  This is the Environmental Defence cross materials of Union, page 9 of page 11 of the PDF.

Thank you.  In fact, if we can just back up a page or two to the beginning of this particular document.  Sir, this is -- gentlemen, this is a copy of a Minister's directive from the Minister of Energy, which he has statutory authority in Ontario to give to this Board, in March of 2014.

And you will see, if you -- if we can scroll forward a page, that -- it's initially about CDM, which is the way we distinguish electric conservation from DSM in Ontario, gas conservation.  And then at page 4 -- and this is where the -- page 4 -- I'm sorry.  Back up a bit.  Yes, page 4.  Back up a bit more.  Yes, right there.

My apologies.  It's not page 4.  It's item 4.  We can see it's now talking about the DSM framework and that the sub-bullet (ii) reads that:
"The DSM framework shall enable the achievement of all cost-effective DSM and more closely align DSM efforts with CDM efforts as far as appropriate and reasonable having regard to the respective characteristics of the natural gas and electricity sectors."

Is my understanding correct that, at the time you were doing your reports, this document had had not been brought to your attention?

MR. WOOLF:  Personally, I wasn't aware of this document.  I have -- you know, we had five people work on this report, and one of my staff members might have, but what we did use as sort of the foundation of our analysis was the guidelines in the framework from the Board as of December 2014.

And there it's very clear one of the principles says something along the line of achieve all cost-effectiveness within consideration of the rate impact, so that's kind of the framework that we were using when we did our analysis.

MR. POCH:  All right.  And having seen this actual document now, would this -- would the knowledge of this now change your advice in your report in any way?

MR. WOOLF:  For the narrow scope of our report, not necessarily, no.

MR. POCH:  All right.  Now, you would not have had the benefit of Mr. Neme's or Mr. Chernick's reports at the time you did your work.  Have you had an opportunity to look at those reports or...

MR. WOOLF:  I had looked at them to the extent that pieces were included in the compendiums provided by, maybe, Environmental Defence.

MR. POCH:  All right.  Has anything that you've seen  -- would anything you've seen change anything in your -- in your recommendations?

MR. WOOLF:  Well, they raise, I guess, two points that really speak to this issue, and I would say that the issue here is literally balancing all cost-effective with rate impacts, and they address them both in their -- Chris Neme especially in his report, talking about how it's possible for the companies to get more cost-effective energy efficiency.  And I wouldn't disagree with that.  We have said, in fact, that the companies could be more aggressive in getting more cost-effective efficiency.

On the rate cap side, again, we didn't give that much consideration in the scope of our report.  Having given that more consideration based upon what I've seen here, I have a few comments, if I may, on that.

MR. POCH:  Please.

MR. WOOLF:  When I first learned about the rate cap for the -- let's call it the rate impact cap -- I was a bit concerned because I've seen caps like that in other jurisdictions, and they tend to be overly simplistic and blunt and overly constraining, in my view.  And so -- but, you know, when we did the report, we considered that a constraint.

So my comment for today is that, when looking at rate impacts, it must be done in a more holistic way than just a simple $2 per month; that there are many things that can affect rates going up or down, as Mr. Neme and Chernick point out.  But another thing that's really important that just doesn't get discussed enough is participation rates.  And so the more the customers participate, the more participants you have, and the less concern there is about that rate impact, whatever it may be.

So there may be instances where it's perfectly appropriate and, really, in all customers' interest to increase the budgets or go beyond a fixed sort of rate impact cap in order to serve more participants and thereby offset the impacts that way.  So that's the main sort of concern I have with the way the cap is being applied.

MR. POCH:  All right.  Thank you.  Let's change topics and just turn to Union's large industrial program.  And you're aware that this -- the proposal in keeping with the Board's guideline is that this program not be mandatory, and the utilities elected not to make it to -- to continue it after 2015.

MR. WOOLF:  Yes.

MR. POCH:  One concern that's been voiced is that these large volume customers will complete these efficiency improvements on their own without utility program incentive.  So in that regard, I would ask you to pull up M.Staff.GEC.12.

And here we asked a series of questions, really, related questions about your awareness of evidence of this effect or not -- or discounting this effect, and you are -- you observed that industrial large-volume customers do not typically acquire all cost-effective savings on their own.  You cited a number of studies that have documented this phenomenon, and one of the studies was completed by Synapse, and you provide a copy as an attachment to this answer, and if we could turn to page 36 of that attachment.

First of all, I gather this was a study you did to understand the attitudes and barriers to -- amongst C&I customers to energy-efficiency investments, and you did that with a mind toward improving program offerings?

MR. WOOLF:  Yes, we were hired by the Energy Efficiency Advisory Council to do that.

MR. POCH:  So you directly surveyed a range of such customers?

MR. WOOLF:  We did.  We conducted surveys ourselves.

MR. POCH:  And it was both gas and electric?

MR. WOOLF:  In this case it was, I believe, focused on electric, but when we interviewed customers, you know, there may have been implications for gas.  I'd forgotten that, to be honest.

MR. POCH:  All right.  In the first full paragraph it says -- about halfway down it says:
"Most customers require projects to have payback periods of four years or less.  However, projects with payback periods of three to four years are rarely approved.  Projects with payback periods of two to three years are sometimes considered, but approval is uncertain and depends largely on the economics of the other projects that are competing for capital in a given year.  A project with a payback of two years or less is typically considered to be worthwhile and is approved."

First of all, three to four years, even three to four years, that would be a pretty good investment by current standards?

MR. WOOLF:  I would say, yes.

MR. POCH:  All right.  And is it the case that from a gas ratepayer's perspective or, more broadly, the TRC perspective, projects with far longer paybacks would be -- generally be TRC cost-effective?

MR. WOOLF:  Yes.

MR. POCH:  And so I take it this is consistent with the point you've made in the interrogatory response that large customers don't invest in all cost-efficiency -- effective efficiency on their own.  Is that because to them cost-effective is defined differently>  It's in one -- at least to an extent that very short payback periods are required?

MR. WOOLF:  Yeah, I would add it's a little different than that, in that most of these companies are large companies, and they have a particular goal, a particular product, a particular set of customers to serve, and that's their core focus, and saving money on the energy side just isn't a part of that.

So one of the things that I learned from this, which was interesting, is that it's not just access to capital, because a lot of the companies have access to capital, it is competition for capital, so if their core business is to, you know, sell a computer or something, they'd rather spend their money on that with a three-, four-year payback than spend the money on energy savings for three or four year payback, because that's their core business.

MR. POCH:  All right.  And would you believe this is just really a different shade of the range of market barriers that DSM programs in all customer segments are trying to address?

MR. WOOLF:  Yeah, it is one of the market barriers.  The one I just described is consistent with residential customers and small commercial customers, where their energy bills aren't the focus of their attention necessarily.

MR. POCH:  All right.  Now, given the range of studies you've cited in this answer, is there any reason to think that this would be markedly different in Ontario, this -- what you found amongst the industrial -- the C&I and large industrial customers there?

MR. WOOLF:  In general, no.  I would say that the specific numbers might be different.  Maybe not.  I would say that in Massachusetts there has been a lot of fairly aggressive activity in the commercial-industrial sector, so a lot of them may have been more familiar with efficiency opportunities, but maybe not.  There's been a lot here in Ontario as well, so there might be some difference.

MR. POCH:  All right.  Now, these -- the self-direct large-volume customer programs you are familiar with, they typically provide very large and very cost-effective savings, do they not?

MR. WOOLF:  Yes, some of the most cost-effective ones.

MR. POCH:  All right.  And, now, in that interrogatory answer we just referred to, at the end of that answer you say, when asked about whether these would have -- these programs have high free-ridership, you say, "No, well-designed programs should not."


Based on that response, would it be fair to conclude that if there is a concern about free-ridership being too high in this segment in Ontario, the best answer would be to look at improving program design rather than simply cancelling the program?

MR. WOOLF:  So just be clear, I don't think this discovery -- answer was with regard to free-ridership, but I can answer the question nonetheless.

MR. POCH:  I'm just going to pull up that answer just so I make sure I'm looking at the right one here.  Yeah, if you just want to -- just to refresh your memory, if you go back to the question, and it is part (c) of interrogatory 12, we asked:

"Is Synapse aware of any evidence from any jurisdictions to suggest that well-designed self-direct programs for large customers typically have very low NTG, or net-to-gross ratios and/or high..."
[Cell phone sounds]

I'll read that again for the transcript.

"Is Synapse aware of any evidence from any jurisdiction to suggest that well-designed self-direct programs for large customers typically have very low NTG ratios and/or high free-ridership?  If so, please provide examples and references."

And your answer is:

"The term 'well-designed' was not defined in this interrogatory for the purpose of answering the question.  We assumed that 'well-designed' means maximizing public benefit as specified in CHITTUM."

And it gives a reference.

MR. WOOLF:  Okay.

MR. POCH:  And you go on, and you say you're not aware of any jurisdiction -- evidence from any jurisdiction to suggest that well-designed self-direct programs for this sector have high free-ridership.

So that's what prompted my question.  If there is a concern here that in the particular case of Union's programs free-ridership appears to be too high, is the correct response to throw the program out, or is the better response to improve the program design?

MR. WOOLF:  The better response is to improve the program design.  That's almost always the case in any sector.

MR. POCH:  All right.  Thank you, Madam Chair, those are my questions.

MS. LONG:  Thank you.

Mr. Shepherd?

MR. SHEPHERD:  Thank you, Madam Chair.  I have an hour and a half, and I will simply stop in mid-sentence at the end.

MS. LONG:  I am going to hold you to an hour and a half today.

MR. SHEPHERD:  I have --


MS. LONG:  As I'm going to hold everybody to their time limits, because we're over.

MR. SHEPHERD:  I actually have two days of cross-examination, but I will cut some out.

MS. LONG:  Thank you.  We appreciate that.
Cross-Examination by Mr. Shepherd:

MR. SHEPHERD:  Witnesses, my name is Jay Shepherd, I'm counsel for the School Energy Coalition, and I will forewarn you that I sometimes have coughing attacks and have to stop.  Don't worry, I'm not going to die.

You know Mr. Neme and Mr. Chernick fairly well; right?

MR. WOOLF:  Yes, I've worked with them both in the past.

MR. SHEPHERD:  In fact, you've published papers with them.

MR. WOOLF:  Yes, we've worked together in collaboration.

MR. SHEPHERD:  And you will agree that they're leaders in the field?


MR. WOOLF:  Yes.

MR. SHEPHERD:  Okay.  I want to talk to you about the nature of the work you did in this case.  Will you agree just as -- at a high level that there's three components to doing a good expert report?  The first is you have to have the expertise in the first place.  The second is you have to have access to good information to which to apply your expertise.  And the third is you have to have sufficient scope to get to do thorough and proper conclusions; is that fair?

MR. WOOLF:  That seems fair, yes.

MR. SHEPHERD:  Okay.  So nobody questions that you have the expertise, set aside that one, but I do want to ask about the information that you had available to you and about the scope of your work, because obviously when this Board is weighing how to deal with your conclusions, those two things are relevant; right?

MR. SHEPHERD:  So if you take a look at our materials, and perhaps I should get an exhibit number for these.

MR. MILLAR:  K12.1.

EXHIBIT NO. K12.1:  CROSS-EXAMINATION COMPENDIUM OF SEC FOR OEB STAFF PANEL 1

MR. SHEPHERD:  This is -- these are all from the record in this case.  The first one is Enbridge Interrogatory No. 3 to you, and you were asked:  What did you look at?  What were your source -- your source documents in doing your report?  And you gave a list.

And in addition to that list, I assume that also -- the source documents are also the two plans; right?  The Enbridge and the Union plans?

MR. WOOLF:  Yes.

MR. SHEPHERD:  And did you -- you read all of the evidence that each of them filed or just their planning document itself?

MR. WOOLF:  We read all the evidence, and when I say "we," I mean the entire five-person staff.

MR. SHEPHERD:  Of course, of course.

MR. WOOLF:  Yes.

MR. SHEPHERD:  But you did not, as I understand it, look at any prior plans of these two utilities?

MR. WOOLF:  I personally did not.  If there was an issue that it might come up for the prior plan, one of my staff might have it.  I'm not aware of that.

MR. SHEPHERD:  Well, sorry, you were asked to provide a list of key documents.  Were there other key documents that are not on this list?

MR. WOOLF:  So one thing to explain about this is, when we interpreted this, maybe we interpreted it too narrowly, but in the response it says, "Specifically with regard to the Ontario Energy Board documents."  So this just lists those documents basically from the Board.  It didn't -- that's why it doesn't include the utilities' plans and all the other information, the discovery requests and all the rest.

MR. SHEPHERD:  Okay.  So did you look at their prior plans, because you answered in JT4.5, which I didn't include in this, that you didn't.

MR. WOOLF:  Correct.  So, then, we did not.

MR. SHEPHERD:  Okay.  And you didn't look at the -- what I'm doing -- I'm sorry -- I'm going to go down through the list because what I'm looking at is one of the things that I felt I had to look at to review these plans -- and I'm going to ask you whether you looked at all of them.  So you didn't look at the annual reports of the utilities on their DSM programs?

MR. WOOLF:  No.

MR. SHEPHERD:  And you're aware that they do --


MR. TAKAHASHI:  I quickly reviewed some of the annual reports.

MR. SHEPHERD:  And which ones?

MR. TAKAHASHI:  2012.  I don't recall which year specifically, but...

MR. SHEPHERD:  What did you conclude from the annual reports?

MR. TAKAHASHI:  I was just curious about the performance of, you know, historical achievements in those savings.

MR. CHERNICK:  Did you look at their approach to evaluation, for example.

MR. TAKAHASHI:  No, I didn't.

MR. SHEPHERD:  Did you look at their approach to stakeholdering?

MR. TAKAHASHI:  No.  It -- no.

MR. SHEPHERD:  It was just about the numbers; right?

MR. TAKAHASHI:  Right.

MR. SHEPHERD:  Okay.  What about evaluation studies, audit reports, the reports or minutes of the technical evaluation committee, things like that?  Did you look at any of those?


MR. TAKAHASHI:  So evaluation studies, mainly we reviewed the plans submitted by the utilities, and they have -- there was a section where they indicated where they had any historic studies for specific offerings, but I wasn't -- I didn't find any studies, not much studies for offerings.

MR. SHEPHERD:  So you didn't look at any of the past documentation; you only looked at their plan?

MR. TAKAHASHI:  No, I did not.  I did not, from the plans that that exist, those studies exist, except one or two.  One may be the penetration rate of shower heads, thermostats by Navigant back in 2008.

MR. SHEPHERD:  So you didn't look, for example, at their study on how to select custom projects for verification?

MR. TAKAHASHI:  Could you repeat?

MR. SHEPHERD:  They did a study on how to select -- in fact, several studies on how to select custom projects for verification; you didn't look at those?

MR. TAKAHASHI:  No, I don't recall.

MR. SHEPHERD:  And you didn't look at things like the jurisdiction review of free-rider rates?

MR. WOOLF:  What I can add, if it helps, is that, throughout the course of our study, we had multiple communications with OEB Staff where they would inform us of not just this case, but issues that we need to focus on.  We learned a bit about, you know, the discussions of input assumptions for shareholder incentives.  So we learned through discussions with them what might be the most relevant issues for us to address, and that's how we define the scope of our document.

MR. SHEPHERD:  That's interesting.  I'm going to come back to the Board Staff in a second, but you didn't look at the evidence of the Green Energy Coalition or OSEA in this proceeding, except, as you said earlier, except to the extent that it was put before you in cross-examination.

MR. WOOLF:  That is correct.

MR. SHEPHERD:  You didn't look at the results of stakeholdering by the utilities or the stakeholders' submissions in the extensive review last year?

MR. WOOLF:  Not from previous years, no.

MR. SHEPHERD:  So you have no direct information on what the utilities' customer engagement has told them about what the customers want; right?

MR. WOOLF:  Correct.

MR. SHEPHERD:  You didn't look at Canadian or Ontario efficiency regulations?

MR. WOOLF:  Well, we did look at the DSM guidelines in the framework from the Board.

MR. SHEPHERD:  I'm talking about things like what's the minimum level that a furnace has to be or the Building Code, things like that.

MR. WOOLF:  No, we did not.

MR. SHEPHERD:  None of that stuff.

MR. TAKAHASHI:  Actually, we are aware of the appliance standards on gas furnace and boiler; that all the appliances now have to be condensing, AFUE, and 90 percent.

MR. SHEPHERD:  Sorry.  Okay.  I'm sorry.  I guess I'm a little confused because I looked at the technical conference transcript, and you clearly said you didn't look at the efficiency regulations in Ontario.

MR. TAKAHASHI:  That is correct.  We did not look at, but I just said I'm aware of at this point.

MR. SHEPHERD:  Because Board Staff told you?

MR. TAKAHASHI:  I don't remember how I got the information.

MR. SHEPHERD:  You didn't look at the reports that the utilities prepared on on-bill financing last year?

MR. TAKAHASHI:  We did review.

MR. SHEPHERD:  You did review those reports?

MR. TAKAHASHI:  Yes.

MR. SHEPHERD:  Okay.  Well, I'm going to ask you later:  Why did you propose a working group when one of the utilities has already done one?

MR. TAKAHASHI:  Is that a question right now?

MR. SHEPHERD:  Yes.

MR. TAKAHASHI:  Well, the main reason is the -- we -- the core of our recommendation is to have a third party to organize a workshop, working group on on-bill financing.

MR. SHEPHERD:  Because you don't think the utilities know how to do that?

MR. TAKAHASHI:  It's always better to have somebody who doesn't have a direct interest.

MR. SHEPHERD:  How do the utilities have a direct interest in on-bill financing?

MR. WOOLF:  Well, the way I would put it, if I may, is they have very clear views on on-bill financing as expressed in this docket, and those views might influence how they run the working group.  I often favour, for something that might be controversial to have a more balanced kind of working group.  That's just a general recommendation.

MR. SHEPHERD:  But if they already did it -- and I'm getting off topic here, but if they already had the working group, the very working group that you suggested, all the right people at the table, and they reached the conclusion not to do on-bill financing because of what they heard in the working group, why on Earth would they do it again, and especially when you didn't even look at the results of that first working group, did you?

MR. TAKAHASHI:  No, I did not, but I reviewed the results of the survey provided by Union which clearly indicates there is a potential; there is a use for financing.

MR. SHEPHERD:  We'll come back to on-bill financing.  You didn't look at the evidence in any of the past cases where the Board has dealt with the issues in this proceeding.  So, for example, you didn't look at a case that's been referred to as the GTA reinforcement case where the Board specifically dealt with the issues surrounding using DSM to defer or replace infrastructure spending; you didn't look at that?

MR. WOOLF:  I need to check on the terminology you are using.  When we did it, we did one chapter on IRP, and we looked at the IRP proposals from the companies, and I recall personally looking at an order in that context, and that may be the one you are referring to.  I can pull it up if it helps.

MR. SHEPHERD:  You looked at a case, a Board decision?

MR. WOOLF:  Can you give me a minute to check?  I can check that.

MR. SHEPHERD:  Okay.  I would appreciate that.  Could we get an undertaking for that?

MR. TAKAHASHI:  I just want to mention I believe we have sufficient information to make our recommendations, but to the extent that you have other information, that would be very beneficial to have -- to -- for us to have another view, you know; that we would really appreciate that input.

MS. LONG:  Mr. Shepherd, can you state what your undertaking is?

MR. SHEPHERD:  Yes, my undertaking is, what Board decisions did you look at in making your report?

MR. WOOLF:  So for this one topic I looked at a Board decision dated January 30th, 2014.  The docket number is EB-2012-0433.

MR. SHEPHERD:  0433.  Thank you.  I don't need an undertaking, then.

And you didn't look at the Board's decision in EB-2013-0109 dealing with Union's DSM plan and their DSM clearance and how to deal with free-riders; you didn't look at that?

MR. WOOLF:  Not that I'm aware of.

MR. SHEPHERD:  Okay.  Did you look at the electric utilities' DSM plans or the guidelines for the electric utilities?

MR. WOOLF:  Not the plans, no.

MR. SHEPHERD:  Did you look at the guidelines and the rules or any of the pronouncements by the independent electricity system operator?

MR. WOOLF:  Not to the extent that they're different from gas, no.

MR. SHEPHERD:  No, and did you look at any of the program documentation behind the programs that you're commenting on in this proceeding?  So, for example, the -- you've commented that programs should be -- could be changed in various ways.  Did you look at the detailed documentation behind those programs from past cases or from the input assumptions or anything else?

MR. WOOLF:  Not that I'm aware of.

MR. SHEPHERD:  No, okay.  All right.  So now, did you talk to the utilities about their plans?

MR. WOOLF:  No.

MR. SHEPHERD:  You didn't even ask them any clarifying questions?  You didn't say, "This is confusing me.  Can I call Enbridge and ask them?"

MR. TAKAHASHI:  Well, first of all, we're not sure if it's allowed to do, but we did request discoveries, interrogatories.

MR. SHEPHERD:  Oh, of course, of course.

Now, but you did talk to Board Staff; right?

MR. WOOLF:  Yes, they're our client.

MR. SHEPHERD:  And when you talked to Board Staff did you accept that anything they told you had to be true?

MR. WOOLF:  No, I don't really do that with anybody I speak with.

MR. SHEPHERD:  Neither do I.  Well, then how did you verify that the information they provided you was correct?

MR. WOOLF:  Well, in general they provided us with documents.  They might have provided us with, like I said earlier, an issue, for example, the issue that's come up a lot with regard to how you account for shareholder incentives, and they would provide often the documentation that went along with it.

MR. SHEPHERD:  Well, I just asked you about all the documentation that we would all normally look at, and you haven't so far said you looked at any of it --


MR. WOOLF:  Well, it wasn't raised --


MR. SHEPHERD:  -- so I don't understand.

MR. WOOLF:  -- it wasn't brought to our attention.

MR. SHEPHERD:  So then what documentation did they provide you other than the material that you've listed here?

MR. WOOLF:  Well, the order that I've just referred to with regard to IRP -- I'm sorry, the --


MR. SHEPHERD:  433?

MR. WOOLF:  That was an example of them sort of pointing us to a document that would be relevant.

MR. SHEPHERD:  And they -- there's a list of those?

MR. WOOLF:  Well, that's one that comes to mind.  The one thing I would just be clear about, given the direction of your questions, is that the kind of direction we got from the Board is entirely consistent with the direction we get from our clients in all cases, and secondly, the recommendations we make in this report are ours and ours alone.

MR. SHEPHERD:  I'm -- I don't doubt that.  I just want to know whether you had enough information to apply your expertise effectively.  It sounds like you didn't.  It sounds like a whole lot of stuff that we would all look at you didn't; isn't that right?

MR. WOOLF:  I don't agree with that.

MR. SHEPHERD:  No?  So you don't think it's useful to look at any of this other stuff.

MR. WOOLF:  Oh, there might be some value added to looking at additional information.  There is no question about that.  We did a thorough review with the information we had in the time that we had, and our recommendations, many of them stand on their own.  If there is some recommendation in our report that simply is out of place because of a historical event, I'm not going to hold you to that recommendation.  I think that these are meant to be advice for the Board, for the Board Staff, for the others, to consider.  And if one of them, for some reason, is misplaced because it's already been done or because it doesn't fit historic experience, then you don't need to comply with it.  And we've said -- I said earlier -- or actually, it was my lawyer who said that the Board doesn't expect every one of our recommendations to be adopted.  If doesn't fit, it doesn't fit.

MR. SHEPHERD:  All right.  So can I read that back to you as:  The Board Panel, in looking at your recommendation, should also consider the limitations under which you were under at the time you made them.

MR. WOOLF:  That would be true for every piece of evidence they see.

MR. SHEPHERD:  Awesome.  Now, one of the factors in your report is that you considered the framework, the Board's framework and guidelines, to be binding; right?  You didn't believe that you could recommend anything outside of that.

MR. WOOLF:  Well, we use that as guidelines.  I wouldn't --


MR. SHEPHERD:  Well, I'm sorry, you said to Mr. Poch -- I wrote it down -- "We considered that a constraint."

MR. WOOLF:  I wouldn't say it's a constraint that is 100 percent binding.  It is -- maybe a guideline is a better choice of words.

MR. SHEPHERD:  All right, and so did you recommend some things in your report that are not consistent with the guidelines or the framework?  Because I couldn't find anything.  That's why I'm asking.

MR. WOOLF:  For the report, nothing comes to mind.  There might be something, but again, we use that as a guideline, and that was sort of the direction we got for the scope of the work.

MR. SHEPHERD:  In a number of cases in -- during the technical conference -- and I'm not going to turn them up.  I just -- it's a more general question.  Either Mr. Millar or your witnesses made clear that your -- the scope of the work you were doing was tightly defined.  You just said earlier to Mr. Poch you had a narrow scope of your work; right?

MR. WOOLF:  Yes.

MR. SHEPHERD:  And so is it fair to say that you could also have done the same sort of task but with a broader scope and done things like costing out your recommendation and seeing how they work together and doing a more thorough review of the history and things like that?  You could have done that had you had a broader scope?

MR. WOOLF:  In an ideal world, yes, we could have.

MR. SHEPHERD:  Awesome.  Let me just ask you one other thing.  When you read your report you get a strong sense that Massachusetts is a sort of a -- it's so often the example in the report that it's striking, and I'm not saying that's bad -- Tell me whether this is right -- there are two reasons for that:  One is that you wanted to use jurisdictions that have an all cost-effective requirement, right?  And Massachusetts is one such jurisdiction.

MR. WOOLF:  That's one of the reasons.

MR. SHEPHERD:  And the other one is you have direct information because you were there when the all cost-effective was implemented in Massachusetts, so you really understand it very well.

MR. WOOLF:  Not just that, but we've worked in Massachusetts for many, many years, my Staff and myself.

MR. SHEPHERD:  All right.  So we shouldn't read anything into that from the fact that you are -- you are not implying in your report, well, Ontario should be more like Massachusetts; it simply is a very good example in a lot of cases.

MR. WOOLF:  Yes.

MR. SHEPHERD:  Okay.  I want to turn to a theme that we've been talking about throughout this proceeding, and that is innovation and leadership, and I don't know whether you've had a chance to hear the discussions we have had with some of the other witnesses about those issues.

MR. WOOLF:  Well, I was only able to attend the hearings yesterday afternoon after the break.

MR. SHEPHERD:  Ah.  You missed all the good stuff.

So I'm going to ask you about the two plans.  You've seen lots and lots of utility and non-utility DSM plans; right?

MR. WOOLF:  Yes.

MR. SHEPHERD:  And when we talked to Mr. Neme yesterday and Mr. Chernick, we asked -- or not yesterday, Wednesday, I guess -- time really flies when you're having fun -- we asked whether these were particularly innovative plans, and their answer was generally, no, they're generally not particularly innovative.

Is that a fair conclusion to reach?  Let me explain the context, and you'll understand.  We were talking about at one time Enbridge and Union were sort of at the leading edge, a long time ago, because there weren't many utilities doing this stuff and they were.  But that's not true anymore, and they are sort of typical middle-of-the-road plans now; is that reasonable?

MR. TAKAHASHI:  Maybe.  Depends on the offerings.  Some offerings may be innovative.

MR. SHEPHERD:  Excellent.  Well, that's exactly where I was going to go with that.  So let me first deal with the Union plan, because I was -- my question is:  Do you see anything in the Union plan that strikes you as being particularly innovative or creative, and I'm not going to give you examples, because I don't have any.  Do you have any that you could -- or that come to mind?

MR. TAKAHASHI:  So I guess using the definition discussed by Chris Neme yesterday, that really it depends on the definition of innovative, and isn't his, you know, definition maybe plans, offerings, may not be so innovative because I've seen those offerings -- most of the offerings in other jurisdictions, but, you know, using sort of looser definition of innovative, like, Enbridge, Union offered to investigate upstream incentive design.  They have SEM, strategic energy management programs, for senior customers.  They try to implement new behaviour programs, which is sort of innovative, but they also -- you know, to be strict, you know, other utilities have done that, you know.

MR. SHEPHERD:  Where is the -- what is the last time you saw a utility plan, a comprehensive utility plan with any decent sized budget that didn't have something like a strategic energy management component?

MR. WOOLF:  Well, they exist.  I think I was hesitating because it depends on how you define innovative.  I would say that this plan might be in the top third of, you know, plans I've seen.  I don't mean in terms of magnitude of saying things, but I mean --


MR. SHEPHERD:  You're talking Union now, sorry, or Enbridge?

MR. WOOLF:  Well, I'm saying in general.  And this is a very, very general question and a very, very general answer.  There are utilities that still don't do SEM programs or those that don't have upstream buy-down programs for commercial installation, so they're not innovative in that they're doing something that's not done elsewhere.  I think pretty much everything we've seen here, we've seen somewhere else.  But it's not, you know, out of -- they're not out of date, if that's what you're getting at.

MR. SHEPHERD:  The Enbridge plant has a program called energy leaders; you know that one, right?

MR. WOOLF:  Yes.

MR. SHEPHERD:  Now, that's not one that you see elsewhere very much; right?

MR. WOOLF:  I've seen variations of it.

MR. SHEPHERD:  Oh, yes?  Okay.  Tell us about that.

MR. WOOLF:  Well, I've seen one where large customers, commercial-industrial, are often given awards for being especially efficient, and the awards are not monetary, and they're usually done after the -- you know, the utility has done an especially good job of adopting efficiency, and it's more of a PR benefit, which some institutions really value as PR benefit, and they'll do little videos, and they'll show it at conventions and so forth, and that's a way to help some industries get credit for the good work they've done.

MR. SHEPHERD:  Because organizations are really about people, and the people like to get a pat on the back?

MR. WOOLF:  I would say that people like to get a pat on the back, yes.

MR. SHEPHERD:  Exactly.  So, for example, both Enbridge and Union, I think, have on their websites case studies that highlight customers that have done a good job on energy efficiency.  That's the sort of public recognition that's good; right?

MR. TAKAHASHI:  Yes.

MR. WOOLF:  Yes.

MR. SHEPHERD:  And those companies often on their own websites will link to the utility website saying, "See what we've done?"

MR. WOOLF:  I would expect them to.

MR. SHEPHERD:  Yeah.  You say -- and we've included, I think, in our compendium, JT4.17 on page 5 of our materials.  You say that the Union Gas targets are not -- the savings goals are not aggressive and could be strengthened considerably.  Am I right in concluding from that, that if Union took a more innovative and creative approach to their plan, that they could achieve more and have more aggressive goals; is that part of this?

MR. WOOLF:  Not necessarily.  You know, they don't necessarily need to be innovative to get more savings.  They could expand upon the programs they're offering now. As Mr. Neme recommended, they could resuscitate in an improved form, at least Union could, the large volume program.  That wouldn't be innovative, but it would get a lot more savings.

MR. SHEPHERD:  Okay.  Let me flip it to the other side.  They can get more savings without being innovative, but being innovative could get them more as well; right?

MR. WOOLF:  I would expect so, but the thing is, you know, the term "innovative" is kind of vague, and that could mean a very high-cost savings with long-term -- you know, that's just kind of a vague term.  I'm reluctant to say too much about that what means.

MR. SHEPHERD:  Let me ask you about that, because I sense in your report that you are not a proponent of higher risk programs; that where a program is -- not much is known of it, you think that taking some baby steps in that direction is usually better than just going in and seeing what happens.

MR. WOOLF:  I'm not sure I would say that.  Maybe you could point to where -- why you draw that conclusion.

MR. SHEPHERD:  Sure.  I do have a reference in your report, page 79 of your report.  This is L.OEB.Staff.1.  It's page 79 of the report.  I do not know what number it is on the PDF.  I'm sorry.  And you'll see here you talk about the energy -- Enbridge is proposing to do energy reports for small commercial customers, and you've suggested be cautious on this because we don't know a lot about it.  This is new.

MR. WOOLF:  Right.

MR. SHEPHERD:  And that seems -- that's not the only place I found; it is just one example.  It seems like you're suggesting that maybe taking risks is not always a good idea.

MR. WOOLF:  No.

MR. TAKAHASHI:  No, no.  I don't think we suggested that.

MR. WOOLF:  Actually, there's a really important distinction between evaluation and the program implementation.  If the program is relatively new, the measures are new, they're untested, then the evaluation should be as described here, you know, try to prevent against any unintended outcomes or unexpected outcomes. That's different from taking a low-risk approach to program design and implementation.

MR. SHEPHERD:  Well, they proposed to roll this out, and you said, "Oh, you should make it a pilot."  Right?  Why?

MR. WOOLF:  For the purpose of evaluation.

MR. SHEPHERD:  So you're saying, "Don't do as much as you planned; do less"?

MR. TAKAHASHI:  Right, yeah.  It's mainly because this is a sort of innovative offering that, in other states, I haven't seen, you know, this OPower-type program being applied to C&I customers, and it is -- we haven't seen any studies that show cost-effectiveness, you know, efficacy of this type of offering.

MR. SHEPHERD:  Well, but somebody's got to be first; right?

MR. TAKAHASHI:  Yes.  So oftentimes, you know, for this kind of program, it's always good to do, you know, the small, and if it's cost-effective, have good performance, go bigger later.

I just want to note:  We also mentioned in a few places where we suggested that Enbridge or Union should investigate the, you know, reasonableness of setting -- cost-effectiveness of setting emerging technologies under evaluation sections, in particular about a new type of shower head.

MR. SHEPHERD:  Yes.  So you're saying -- and then that would be -- but those are things that are offered elsewhere; right?

MR. TAKAHASHI:  I'm sorry.  Could you --


MR. SHEPHERD:  These are technologies that are being incented elsewhere already?

MR. TAKAHASHI:  Yes.  I am aware of a few -- a few jurisdictions, but not so popular yet.

MR. SHEPHERD:  Is -- I'm right, am I not, that most utilities -- and I think Mr. Neme confirmed this the other day -- take a relatively low-risk approach to doing DSM, as they do with most of the things they do.  They're risk-adverse entities; right?

MR. WOOLF:  I would agree with that.

MR. SHEPHERD:  But this Board could direct the utilities to be more aggressive, to take more risks, to be more innovative, to try more things, new things, and there's nothing wrong with that; right?

MR. WOOLF:  No.  In fact, that's typically how it plays out in most jurisdictions.

MR. SHEPHERD:  That the regulator is pushing to be more creative?

MR. WOOLF:  The regulator and legislature set the, sort of, direction and the extent of attention.  So, for example, it's the regulators and legislatures that say, "Achieve all cost-effective."   That right there is a very clear directive that would then influence how utilities pursue efficiency.  In the absence of that, they're unlikely to pursue all cost-effective.

MR. TAKAHASHI:  And some states have, like, R&D programs where they test emerging technologies, and here, Ontario, I believe, a utility can do a pilot study to test that, to test emerging technologies or practices.

MR. SHEPHERD:  Well, it's also true that Enbridge has proposed a collaboration and innovation fund, an annual set-aside for both their collaboration work and their -- and innovative new programs.

Would you agree that that sort of thing is a good idea?

MR. WOOLF:  In general.  I do think, like with all of the issues before us, there is often a balancing that goes on.  And if we want to keep rate impacts to a minimum, we want to also achieve all cost-effective, there is a balancing act, and I don't know what the right level of attention or budget is for R&D, but that has to be considered that there are other impacts of that.

MR. SHEPHERD:  All right.  I want to turn to integration with the electrics.  Your conclusion in your report -- I'm going to make a couple of references to your report.  The first one is on page 5.  I read your conclusion on page 5 of your report as being that you think the utilities should do more to collaborate with the electrics.

MR. WOOLF:  Yes.

MR. SHEPHERD:  And then later on when you go into the details -- this is on page 109 and 110 of your report -- you talk about making it easier for the utilities, the electric utilities, to collaborate with the gas utilities by providing, in essence, pre-packaged offerings, things that the electric utilities don't have to figure everything out, they can just say, "Yeah, we like that, we're in"; right?

MR. WOOLF:  That's the general concept, yes.

MR. SHEPHERD:  And that's done elsewhere; right?

MR. WOOLF:  I don't know if that's done elsewhere.  That concept occurred to us because there are a lot of small LDCs in Ontario, and that's different than some jurisdictions, and so it does create additional challenges, and I can appreciate those challenges that the gas utilities face, and this was just one idea we had to help sort of address that challenge.

MR. SHEPHERD:  Now, you propose that, on page 110 of your report, that, having created this standard template, that the gas utilities could then negotiate with each individual electric LDC; that's what you're proposing; right?

MR. WOOLF:  Yeah, I think that in designing the template it would make sense to work with either the IESO or work with some of the LDCs to make sure that at the outset it meets their needs and the gas company's needs, but there might be some reasons why one LDC just needs a different term or condition than another one, and there might need to be a little negotiation there.

MR. SHEPHERD:  How would a gas utility deliver a program if they have a different deal with all of the LDCs?

MR. WOOLF:  If they have a different deal?

MR. SHEPHERD:  Yes.  If they have to negotiate individually with them and they have different rules for every single LDC they are working with, how would they deliver that program?  That's not really practical, is it?

MR. WOOLF:  I would think that, to make it practical, they would -- there would be certain elements that would have to be consistent across LDCs.

For example, how one defines the savings for gas, versus the savings for electric, who gets credit, who pays for what, those are probably not negotiable.  They have to be standardized.

MR. SHEPHERD:  Okay.  Well, similarly, things like marketing approach and delivery rules, who goes and talks to the customer and stuff like that, you can't have it different for every town and village in the province, can you?

MR. WOOLF:  I would try to discourage that.  You know, one example of where you might want to have a variation is that one LDC for some reason might have a lot of -- pay a lot of attention to industrial customers, and another one might not, and so there might be slightly different programs that are coordinated just because of what's being served by LDCs and how they're different.

MR. SHEPHERD:  Well, that's what I'm trying to understand, because if you're Enbridge, you can't offer a program that has -- you know, that is okay in Toronto but you go one kilometre outside of Toronto and it's not available any more, can you?

MR. WOOLF:  You would want to avoid that, and I think you might be taking the recommendation for negotiations further than we meant it to be taken.  It really is just to make sure that the standard designs developed by the companies are not so stringent that the electric companies, you know, turn them away.

MR. SHEPHERD:  The best solution is to make sure that you negotiate the terms of joint programs with a group of utilities or with some leading utilities or with the IESO, so that everybody else is going to sign on without complaining; right?

MR. WOOLF:  Yes.  That's what I said a few minutes ago.

MR. SHEPHERD:  Okay, let me talk about -- let me turn to another area, and that is impact evaluation.  And I'm not going to go into a lot of the stuff that you've talked about in your report.  But I do want to ask about two things:  First, on page 26 of your report, I take your recommendation to be that for custom projects -- and I may have misread this, and that's why I'm asking about it -- for custom projects in every case an independent party should go in and check to make sure they've been -- everything has been installed and it's been operating in the normal -- as expected; is that your recommendation?

MR. TAKAHASHI:  Where does it say -- could you point out where on this page?

MR. SHEPHERD:  You quote on page 23 of your report:

"Massachusetts program administrators plan to conduct the following task for its 2013 process evaluation plan for direct install programs."

And -- et cetera -- just a second, maybe that's the wrong one.  I'm looking for the right reference.

MR. WOOLF:  You said page 26 earlier.  Is that --


MR. SHEPHERD:  No, that's your recommendation, but there was actually a statement that it's important to verify every installation.  Well, let me ask -- I can't find it.  Let me ask the general question:  Are you proposing that installations on all custom projects be verified?

MR. WOOLF:  Verified how?

MR. SHEPHERD:  Like actually go in and check physically --


MR. WOOLF:  In-person --


MR. SHEPHERD:  Yes.

MR. WOOLF:  -- verifications?

MR. SHEPHERD:  The reason I'm asking that is because the technical evaluation committee in Ontario considered that question, that very question, last year and decided -- did an analysis and decided it would be too expensive.  Generally it's too expensive to do that, isn't it?

MR. TAKAHASHI:  So typically when conducting impact evaluation we do just take a sample of projects.

MR. SHEPHERD:  But you're suggesting that in the sample all of them should have a site visit?

MR. TAKAHASHI:  If it's custom projects I would suggest that would be a good approach.

MR. SHEPHERD:  All right.  The second part of impact evaluation I want to ask about is billing analysis and we've included in our materials M.Staff.EP.2, I think -- indeed we have -- that talks about billing analysis, and I just want to ask -- you've described in your report and you describe it even better in this response.

In general, billing analysis is actually calculating before and after a change from a program what the usage is; right?

MR. TAKAHASHI:  Right.

MR. SHEPHERD:  And it's adjusting then for independent variables that may have changed.

MR. TAKAHASHI:  Right.

MR. SHEPHERD:  And you agree that this is sort of the gold standard of measuring savings, where you were able to do it?

MR. TAKAHASHI:  For this type of measures and programs.

MR. SHEPHERD:  Well, whenever you can do a billings analysis, that's the best way of determining how much you're saving; right?

MR. TAKAHASHI:  Right, and typically best practice recommend if the savings are likely to be very high, like 15 percent, it is -- billing analysis is likely to be very useful to identify the actual savings, and -- but if it's very small, there might be some noise that it's difficult to identify the incremental savings.

MR. SHEPHERD:  Well, in broader -- am I right in understanding that in broader programs, mass-market programs, you might not do individual building or individual house, for example, billing analysis, but you could do billing analysis across a broad range and compare a control group with the participants.

MR. TAKAHASHI:  Yes, we could do that.  Typically it is done for, like, OPower type behaviour program.

MR. SHEPHERD:  But you could do it for anything, right?  You could do it for furnaces.

MR. TAKAHASHI:  Technically, it's feasible.

MR. SHEPHERD:  All right.  And the two reasons for doing more billing -- your firm does billing analysis; you actually offer that service; right?

MR. TAKAHASHI:  We don't do that.

MR. SHEPHERD:  Oh, you don't?  Oh, I looked in your website.  It looked like you did.  But maybe you just --


MR. TAKAHASHI:  We review --


MR. SHEPHERD:  -- advised on how to do that.

MR. TAKAHASHI:  We review those analyses --


MR. SHEPHERD:  Ah, okay.

MR. TAKAHASHI:  -- on behalf of our clients --


MR. SHEPHERD:  But the two benefits to doing billing analysis are, one, accuracy -- you actually know what you saved, right?

MR. TAKAHASHI:  Right.

MR. SHEPHERD:  If you do it correctly.

MR. TAKAHASHI:  Yeah.

MR. SHEPHERD:  It's not an estimate based on engineering; it is real-life savings.  But the second is that if you have billing analysis the public and the customers are more likely to accept that the savings were real because they're actually been measured; right?  And public acceptance is important in DSM?


MR. TAKAHASHI:  Right.


MR. SHEPHERD:  And so, if you are going to do billing analysis, you should also be publicizing it to the public.  This is what we saved; we measured it.  True?


MR. TAKAHASHI:  If a customer wants to do it.


MR. WOOLF:  Yeah.  I'm not sure it's necessarily true.  I think that the utility and others should let the public know about their efficiency programs in general and how good they are and what they're, you know, saving and all, but it doesn't necessarily mean that only those results that can be demonstrated through billing analysis should be presented, and it doesn't mean that they should be presented particularly widely either.


MR. SHEPHERD:  It's true, isn't it, that there is some public skepticism@ about conservation -- utility conservation programs, whether the savings are real?


MR. WOOLF:  I don't know if that's true in Ontario.


MR. SHEPHERD:  You don't know that's true?  Well, it is true in other jurisdictions; right?


MR. WOOLF:  I have seen it, yes.


MR. SHEPHERD:  Okay.  All right.  Let me turn to another subject area, and that is -- and that is changing the input assumptions.  And I want you to turn, if you could, to page 119 of your report.  And you talk about the principle behind keeping the input assumptions used for the target and the input assumptions used for the actuals the same.


In the middle, you say that utilities should not receive reduced incentives for factors outside of their control.  That's a principle that's often argued; right?


MR. WOOLF:  That is a principle that's often argued, yes.


MR. SHEPHERD:  And you generally agree that that's a good idea; right?


MR. WOOLF:  In general, but there are mitigating circumstances.  It doesn't have to be held all the time.


MR. SHEPHERD:  Now, it's all factors outside of their control; right?  For example, if an area goes through an economic downtown and so they can't tell sell anything because people don't have any money to buy, that' not their fault, but you don't adjust for that, do you?


MR. WOOLF:  Correct.  And there are a lot of things where it's not really clear how much control the utility has.


MR. SHEPHERD:  And so it's only a narrow category of things that you would say you might consider changing the

-- trying to keep a level playing field between targets and actuals; right?  Only in a narrow category of things?


MR. WOOLF:  Can you repeat the question?


MR. SHEPHERD:  So there are things like economic downturn and other external factors that would you not adjust for to keep targets and actuals on the same basis; right?


MR. WOOLF:  So it would help to be clear about how the information is applied, because as you know, it can be applied for LRAM; it can be applied for shareholder incentives.  Are you referring to shareholder incentives now?


MR. SHEPHERD:  Well, I'm going to get to how you apply it.  I'm just talking the principle now.  Okay.  Let's look at shareholder incentives because this is the one that the utilities are generally most concerned with.  Targets and actuals are generally compared for that purpose.


When you are doing shareholder incentives, there are some external factors, things that happen out in the world, for example, that you don't adjust for.  They're supposed to adapt; right?


MR. WOOLF:  Well, you need to focus your question.  When you say, "you don't adjust for", I'm not sure what that means.


MR. SHEPHERD:  If you set a target on the assumption that you are going to have 2.7 GDP growth in Ontario and instead you have a recession, that's going to affect their programs, isn't it?


MR. WOOLF:  Yes, it is.


MR. SHEPHERD:  You don't adjust for that.  You don't know anywhere where they adjust for that; right?


MR. WOOLF:  A specific adjustment only for economic indications?


MR. SHEPHERD:  Sure.


MR. WOOLF:  It's possible that a utility might make adjustments based upon the performance of their program, which would be influenced by economic conditions.


MR. SHEPHERD:  So they would be able to change their target because economic conditions are bad?


MR. WOOLF:  So that's in fact a part of Union's proposal, as I understand it, where they would adjust the targets based upon the performance of the previous year.


MR. SHEPHERD:  Adjust next year's targets, not this year's targets?


MR. WOOLF:  Yes.  That's what I mean, yes.


MR. SHEPHERD:  Okay.


MR. TAKAHASHI:  Well, I just want to add that, you know, bad economic condition does not necessarily, you know, lead to lower adoption of energy efficiency measures, and, in fact, for customers, it might be useful to do more conservation because it is cost-effective, and they can save energy.


MR. SHEPHERD:  That's not what actually happens in the real world, is it?  In an economic downturn, there is less DSM history, isn't there?


MR. TAKAHASHI:  If you look at the history in the United States, you know, after the 2007 or 2008, actually, you know, they -- some states show some decline in one year, but then starting from the next year, actually I've seen an increase in savings a lot.


MR. SHEPHERD:  Yes.  Once the recovery has started.


MR. TAKAHASHI:  No.  Even before.


MR. SHEPHERD:  Okay.  That's interesting.  The data I've seen is the opposite, but I'll take your word for it.


Here's what I'm trying to understand when we talked about this the other day:  It appears that your conclusion on this, on the changing input assumptions, is, generally speaking, best practices say keep the same input assumptions for target and actual, but this Board has decided otherwise, and so we're not going to suggest you change it; is that right?


MR. WOOLF:  So, as I mentioned yesterday, under cross from my lawyer -- I'm not sure if you were here -- it's important to recognize that "best practice," that term, is somewhat ambiguous, and in some cases, a best practice might be a black and white issue where you kind of really should do it.  In other cases, it's he more -- it's less clear than that, and this is an example of where there are many jurisdictions who don't do that particular practice that we labelled "best practice," and there are reasons why one might not want to do what we labelled as "best practice."  So I want to make it clear that, just because we gave it that label, doesn't mean it has to be done in Ontario.


MR. SHEPHERD:  And we talked to Mr. Neme the other day about this, and I'll ask you the same questions.


There are two paradigms you can look at.  One is fairness to the utility, measuring them on the same basis, but the other is making sure that the deliverables that the ratepayers are paying for are real deliverables; that they're actually getting what they paid for and that it's not being retroactively adjusted for.


MR. WOOLF:  Yes.  That's one of the reasons I support the Board's approach.


MR. SHEPHERD:  All right.  Thank you.


My next series of questions are about the home energy retrofit program, and I have really a couple of questions about that.  These are sort of details about the program.


The first is you're proposing that the two-measures requirement for these home energy programs, the weatherization programs, non -- low-income weatherization programs, the two-measure requirement should be removed, and they should incent programs with only one measure; right?


MR. WOOLF:  Yes, we are.


MR. SHEPHERD:  You understand that the two measures is in order to promote deep savings?


MR. WOOLF:  I understand that.


MR. SHEPHERD:  You could have a different program that incents individual measures, but that wouldn't be a deep savings program; that would be something else?


MR. WOOLF:  You could.  If I may, I would explain that the reason that we support that is, for this one program, to try to achieve both depth and breadth, and that by removing that two-measure constraint, the program could serve more customers and help offset more rate impacts and achieve one of the key goals of increasing participants.


MR. SHEPHERD:  But then it's not a deep savings program anymore.


MR. WOOLF:  Well, it might do both.  And, you know, all utilities and all jurisdictions face this issue of depth versus breadth.  It's an important one, and it's a tricky one, and just because it's called a deep savings program doesn't mean you can't encourage breadth as well.  That's all.


MR. TAKAHASHI:  And I will also add that, you know, depending how you look at this, our recommendation, one can say, actually, our approach is also holistic, because the holistic, if you just look at one-year installation, it may not be holistic, but then not everyone can implement every measures because there are some funding constraints.  And if you look at five-year span, you know, it could be cost, you know, holistic; right?  One customer may end up installing three measures over the course of five years.  And there might be some reasons in the first year the customer cannot install other measures because it just happened the customer, their furnace failed, they have to replace it, but then their insulation, you know, they're not ready yet, or windows, so some customer needs some time to do it, to be comprehensive, so depending on how you look at the holistic time span, it could be holistic.

MR. SHEPHERD:  The other thing you said -- and this is at page 33 of your report.  I don't think you need to turn it up -- is that the Enbridge incentive in this program, the cap, is too low; do you recall that?

MR. WOOLF:  Yes.

MR. TAKAHASHI:  Yes.

MR. SHEPHERD:  Have you seen the results?

MR. WOOLF:  We are aware of the results at a high level.  I understand that they have high demand for the program, shall we say, and that they're running out of budget.

MR. SHEPHERD:  So why would they pay more if -- why would they give customers more if the amount they're giving the customers is already getting too much demand?

MR. WOOLF:  So this is an example of a recommendation that should be considered in light of additional evidence that's before the Board, but I would say that one of the pieces of evidence isn't just participation.  It is also how deep, speaking of depth, the current customers are going, the current program is serving, so if looking over the customers that are currently being served under the $2,000 incentive indicates that they're not going as deep as they could, then maybe a higher incentive -- it doesn't have to be 5,000 -- maybe a higher incentive would help them to go deeper.

MR. SHEPHERD:  It's true, isn't it, that -- or perhaps I can play it back to you this way:  You're not now proposing that Enbridge increase the incentive on this program; what you're proposing is that they review the point at which they should increase the incentive and how they should increase it, if at all?

MR. WOOLF:  Yeah, in fact, if I could sort of, you know, rewrite that recommendation.

MR. SHEPHERD:  [Laughing]

MR. WOOLF:  In light of the fact that they have such a high demand, you know, I would say a couple of things.  First of all, nobody likes a program that runs out of funds in the middle of the year.  It's really bad for the utility, the customers, and so they need to think through why that happened.  Is that a good thing?  Is it because the program is very well-designed and customers love it or are the incentives too high, are they not going deep enough?

They need to sort of evaluate that.  And in light of the evidence that they have, they should reconsider several things, such as the incentive payment, is it too high, is it too low, should it be tiered, should it be sliding-scale?  All those things should be considered in trying to rework the program to make it as effective as possible.

MR. SHEPHERD:  So for example, it could be restructured so that the incentive for individual measures is lower, but the bonus for doing multiple measures is higher?

MR. WOOLF:  That seems like a reasonable opportunity, yeah.

MR. SHEPHERD:  And you could still keep the 2,000 maybe, but be pushing people to -- they could only get it if they did three things instead of two.

MR. WOOLF:  Yes, and one of the things I hope that is clear -- it might not be from my report, and I'll make it clear now.  While we make specification recommendations, the theme here throughout our report, and in my view, is that the utility and other stakeholders should always be looking for ways to optimize the programs based upon the information they have at the time, rather than getting locked in, and so our recommendations are meant to be just that, things to consider as they optimize programs going forward.

MR. SHEPHERD:  So you are not suggesting that this Board order them to increase the incentive.  Rather, you're suggesting that this Board recommend or guide them to be flexible about how they design it?

MR. WOOLF:  Yes, I would recommend that -- maybe they've already started this, but the utility give a lot of consideration to the current -- current uptake and participation rates and think through our recommendations and others how best to carry this program to the rest of the year and then to make it work better in 2016.

MR. SHEPHERD:  Now, you asked -- you suggested at page 37 of your report that Union should consider changing their incentives for this program to be per square foot or percentage of project costs to add flexibility; do you recall that?

MR. WOOLF:  Yes.

MR. SHEPHERD:  There's a balancing act that goes on here between simplicity, what the customer will easily understand, and precision with the level of incentive; right?

MR. WOOLF:  Yes.

MR. SHEPHERD:  And it's legitimate to try to be precise and make sure you're exactly incenting the right thing, but it is equally legitimate to look at, what is the customer going to understand here?  Will they be more incentive (sic) if you say $500 or if you say 27 cents a foot?  You have to ask that question; right?

MR. WOOLF:  Yes, you do.  I think even for relatively complex issues, and I don't think a dollar per square foot is that complex, but they can be put in simplified terms.  I mean, the contractor could make the calculation when they walked into the house and said for this kind of a house you're eligible for X dollars.

MR. SHEPHERD:  My point is you market it -- it is a marketing issue how you structure that; right?

MR. WOOLF:  That would affect -- I think it's not just marketing, though.  It is more implementation.  It is making sure that customers with very different homes, especially home sizes, are treated really comparably.  If you've got a small home versus a large home and they have the exact same dollar cap, that's not comparable treatment.

MR. TAKAHASHI:  If we -- if you want to compare the complexity of the two style incentives, one is the dollars per, you know, R insulation level and the other is dollars per -- as a percent of total cost, some customer might say, you know, the percent of cost might be simple, you know, I understand that, but if you look -- include the R value, that's -- it slightly make it more complex from customer perspective.  And in Massachusetts we use -- they use 70 percent of the total install cost for insulation, which is very simple, you know.  Everyone understands it.

MR. SHEPHERD:  It doesn't promote higher R values, but it does promote insulation of some type.

MR. TAKAHASHI:  Yeah.  It does.

MR. WOOLF:  Contractors could be given direction to encourage higher R values, but, yeah.

MR. SHEPHERD:  Madam Chair, if this is a convenient time for a break, it's good for me.

MS. LONG:  It is a convenient time.  We are going to take 15 minutes, and then you have half an hour left when we come back, Mr. Shepherd.

MR. SHEPHERD:  I will be within it.
--- Recess taken at 11:00 a.m.
--- On resuming at 11:18 a.m.


MS. LONG:  Mr. Shepherd.

MR. SHEPHERD:  Thank you, Madam Chair.  I have a couple of short topics here.  The first is spillover.  I heard you say to Mr. Poch this morning that past programs have a persistent impact on rates today and that the Board should take that into account today, and I'm not sure exactly what you meant.  There is an impact of past programs today; right?

MR. WOOLF:  Yes.

MR. SHEPHERD:  That's in the in dispute?

MR. TAKAHASHI:  Correct.

MR. SHEPHERD:  I don't think your mic is on.

MR. WOOLF:  Yes, correct.

MR. SHEPHERD:  And are you suggesting that the impact of those past programs should be -- the utilities should get credit for that in determining current incentives?

MR. WOOLF:  No.  That whole discussion was in the context of accounting for rate impacts of efficiency.

MR. SHEPHERD:  Okay.  So let me get to the rate impacts, but let me just be clear:  You don't think it's appropriate, do you, that we should incent the utilities today for the persistence of past programs?

MR. WOOLF:  No, I do not.

MR. SHEPHERD:  Okay.  Then the second part of it, then, is:  If we have savings in rates today, are you suggesting that, instead of using those savings, like having them available to the customers, that we should be spending those on more programs?  Is that essentially what you're saying?

MR. WOOLF:  No, not at all.  What I said in light of the questions was that, when considering rate impacts, there are some effects of programs that put downward pressure on rates, and that will happen in the future.  It will also happen as the result of past programs.

MR. SHEPHERD:  But from the point of view of deciding what we're spending now and what we are getting for our money now, we're not getting anything from those past programs for spending money today; right?

MR. WOOLF:  Correct.  However, I think that when looking at rate impacts of energy efficiency it's important to think about them in the long term.

I think one of the problems that a lot of jurisdictions sort of step into is they think about it for a single year, and there are several problems with that.

One is that their savings occur over many years, and that's where the benefits are viewed, but also energy efficiency should be seen as a long-term, almost like a base load resource that -- and it seems like that's how it's being treated here in Ontario.  That should be implemented for many, many years, and it has savings for many, many years.


And so whenever you're looking at the rate impacts, it's important to think through, Okay.  Well, what would the rate impacts be in the future, and what are the rate impacts and also the participation rates of previous programs?

MR. SHEPHERD:  And the reason I ask this is because, in Ontario, we've used -- for many years we used TRC, and now we use CCM as -- those are the sort of primary metrics that we've used to determine the benefits of DSM.  And those both include the future savings; right?  They're already built into what we measure as the benefits?

MR. WOOLF:  Yes.

MR. SHEPHERD:  So, if we were to measure them again today, either for incentives or for budgetary purposes, we would be double-counting, wouldn't we?

MR. WOOLF:  No.  And here's why:  First of all, I never suggested they should be done for incentives, but for budgetary purposes.  The budgetary constraint is set in Ontario by a rate impact cap, and what you were suggesting is what a lot of jurisdictions do and which, I try to explain, is actually misleading and incorrect, which is to conflate the cost-effectiveness analysis, the TRC test, in this case, with the rate impacts.  They're two very different analyses with very different outcomes, with very different implications.  So just to complete the answer, the cost-effectiveness analysis identifies how much will be cost-effective for customers as a whole across all the utility customers?   The rate impact indicates the extent to which rates might go up and how that might harm nonparticipants.  They are two separate -- even though the information that goes into both of them is the same information, the metrics are different and give different -- they have different indications.

MR. SHEPHERD:  You can see why ratepayers would say, today, those benefits that are spilling over from previous years, we paid for those already.  We actually wrote cheques to get those.  Why would we give the utilities any type of credit in their budget or in their incentives for those?  We paid for them.

MR. POCH:  So here's why:  The key issue is impact on nonparticipants especially and, therefore, impact on rates.  And wherever I go with this issue, I say it's important to understand what really happens to rates, okay, and to participants.

So if a customer participated two years ago, they may have reduced their bill by anywhere from 5, 10, 15 percent or more, okay, as a result of participating.  Then their bill savings might go on for 10, 15, 20, 30 years, so three years later, the rate impact of $2 a month is completely offset by their participation three years earlier.  So that's the way I encourage everybody to think about this.  If you participate -- sometimes anyone over the past 10 years might very well have completely offset that $2 cap because they participated, and then the ones who do in the next few years or 10 years will also offset that cap.

MR. SHEPHERD:  So that only means that the participants are okay, but the nonparticipants still have a cost?

MR. WOOLF:  Correct.  But that's the other piece of the analysis that's extremely important that doesn't get enough attention that, if you can design your programs to maximize the participants, then you mitigate that customer equity issue, and when you are looking at participants, you need to look historically and future because, if you participated three years ago, as I said, you are offsetting even the bill increases that you might be seeing in five years.

MR. SHEPHERD:  Can you take a look at page 125 of your report?  And this is a slightly different issue, I understand, but I still want to see if I understand it correctly.

You are saying you don't agree that the persistence of past programs should be counted for incentives today, but you do believe that, as I understand it, page 125, that the influence on customers going forward, that is, the fact that they continue to be conscious of efficiency and implementing new things, should be counted; is that right?

MR. WOOLF:  Correct.  Because they're serving two different purposes.

MR. SHEPHERD:  All right.  And the reason it should be counted is because the utilities designed their programs to achieve that?

MR. WOOLF:  No.  Because that's one of the benefits of the program.  Whether it was designed to achieve it or not isn't so important.  It's the outcome of the programs.

MR. SHEPHERD:  Well, shouldn't they be incented for things they intended to do?

MR. WOOLF:  You could make that a, you know, a condition in your incentives.  So actually let me back up a little bit and point out:  If the spillover is accounted for in the savings estimate at the time of the plan in the net to gross ratio --


MR. SHEPHERD:  Yes.

MR. WOOLF:  -- then there's no reason why that couldn't be factored into the incentive.

MR. SHEPHERD:  Okay.  And why would you incent a utility to do something that they haven't planned to do?  You don't design for a spillover; right?

MR. WOOLF:  Not necessarily, no.  In fact, market transformations are exactly that.

MR. SHEPHERD:  Well, we're not talking about that, though.  We're talking about resource acquisition, aren't we?

MR. WOOLF:  So I'd like to just clarify terminology there.  I know that, in Ontario, there is a system of distinguishing those two concepts, but, in my view, almost every efficiency program has some resource acquisition benefits and some market transformation benefits.  So I see the distinction as unnecessary for a lot of reasons, and for this purpose of the discussion, I think it's unnecessary.

If there is a resulting efficiency savings that are directly caused by the utilities' actions and programs, which is what a spillover is, whether it's a market transformation or just spillover that doesn't transform the market, either way that's a benefit to the program that the utilities should get credit for in the net to gross ratio.

MR. SHEPHERD:  Here's what I don't understand.  I understand the market transformation.  You have a program that you design intentionally to cause the market to change in certain ways.  You should absolutely get credit for being successful at that.  But what I don't understand is:  If you design a program to get particular savings from a particular measure from a particular customer, that's how the program is designed, but accidentally, because there's all sorts of things happening in the marketplace, that customer does some other stuff which you didn't ask them to do.  You didn't promote.  Why would you incent them for that?

MR. WOOLF:  I would argue that it's not necessarily accidental, that spillover is sometimes understood, and I'm not sure that it is encouraged, but it's recognized as one of the benefits of the program.

MR. SHEPHERD:  Sure.

MR. WOOLF:  And again, just because it's a resource acquisition program doesn't mean that the spillover effects or the market transformation effects don't have value and have benefits.

MR. SHEPHERD:  I'm not asking about whether they have value.  Everybody agrees they have value.  The question is whether they're intentional.  Because I can't think of a business where you incent employees for things that are accidental, that they don't have any control over.

MR. WOOLF:  Again, if the net-to-gross ratio is -- includes spillover effects, market transformation effects, at the time the program is planned, then I would say that actually is somewhat intentional.  It is not necessarily a goal, an explicit priority of the company, but they know it's happening, we know it's happening, so just because it is not as explicit as you're suggesting doesn't mean they shouldn't get credit for it.

MR. SHEPHERD:  You can design a program to accentuate those impacts or not, right?  I'll give you an example.  You can have a design program, a building design program, in which you have charrettes in which you talk about all sorts of different things and then you incent the particular things they decide to do.

MR. WOOLF:  Yes.

MR. SHEPHERD:  But you know that you are getting a whole lot of other things from that, right?

MR. WOOLF:  Yes.

MR. SHEPHERD:  That's -- on the other hand, you can just go in and say, "Hey, you need a new boiler.  We'll give you a thousand bucks."

MR. WOOLF:  Yes.

MR. SHEPHERD:  Those are different; right?

MR. WOOLF:  They're different.  But if that customer who went in and put a boiler at the suggestion of the company or the incentive of the company learns about efficiency and says, "Wow, that was pretty good, I'm going to put in, you know, an efficient water heater.  I'm going to put on shower heads," whatever it is, without going back to the company for help, that spillover that you get from that very same program -- and there is no reason that that spillover should be ignored.

MR. SHEPHERD:  Right.  Let me turn to another aspect of net to gross, which is free-ridership, and in particular the discussion about paybacks, payback periods.  You will agree, generally speaking, won't you, that the shorter the payback period -- this is not always true.  This is generally true -- the shorter the payback period for a particular project, the greater the probability that the customer is a free-rider, generally speaking.

MR. WOOLF:  Generally speaking, yes.

MR. SHEPHERD:  Okay.  And so it's quite common in programs all over North America to have minimum paybacks of some sort which are done in two different ways, and tell me whether this is right.  One is, sometimes you require customers to -- you make it mandatory for them to implement certain short payback items without any incentives before they qualify for incentives; that's right?

MR. WOOLF:  Yeah.  That's common practice.

MR. SHEPHERD:  And another one is that there are a number of jurisdictions in which they simply don't allow you to count, for example, custom projects, where the payback is below a certain level; this is an eligibility criteria.

MR. WOOLF:  Correct.

MR. SHEPHERD:  And the reason for that is this principle that the shorter the payback the more likely there are free-riders.

MR. WOOLF:  Yes, that's one way to try to minimize free-ridership.

MR. SHEPHERD:  And it's true, isn't it, that if you implement something like this, if you implement either mandatory implementation of short paybacks or a limitation on eligibility criteria for short payback projects, you have to re-measure net to gross.

MR. WOOLF:  You would use that in informing your free-ridership assumptions in coming up with net-to-gross estimates.

MR. SHEPHERD:  Yeah, the net to gross is going to be different if you have no payback limitations and if you do have --


MR. WOOLF:  I would expect that to be true, yes.

MR. SHEPHERD:  Okay.  In a case a couple of years ago the Board said that as a general rule a utility should not incent a customer if it's reasonable for the utility to conclude that the customer is a free-rider.  That's generally true, right?

MR. WOOLF:  That's generally true, yes.

MR. SHEPHERD:  And in most jurisdictions utilities are expected to use their judgment in making sure that the customers are not free-riders when they hand them the cheque.

MR. WOOLF:  Well, I would say that utilities are encouraged to minimize, mitigate free-ridership, but it is not just their judgment.  It's also information they have available on, you know, market practices and customer practices.

MR. SHEPHERD:  Of course.  Okay.  Let me turn to the School Energy Competition, close to our hearts because we're schools.  And I want you to turn to page 11 of our materials.  We asked an interrogatory of Enbridge.

Now, you've made some comments on this particular program in your report.  You will agree that this competition is a type of curriculum program for schools; right?

MR. WOOLF:  That's my understanding, yes.

MR. SHEPHERD:  Yet you and your team have no expertise in curriculum development?

MR. WOOLF:  I've seen it and -- used in other efficiency programs, but I haven't developed the curriculum myself.

MR. SHEPHERD:  We asked Enbridge, how are you going to develop the curriculum, and their answer was, well, we're not going to do it, we're going to work with the school boards because they are experts in the field and they are going to develop the curriculum with our help.  That's the right way to do it, isn't it?

MR. WOOLF:  I would certainly involve them, yes.  There would be additional resources to use for that.

MR. SHEPHERD:  I'm sorry, I don't understand.  You would involve them?

MR. WOOLF:  I would make sure that the board members, the school board members, and the school faculty are engaged, yes.

MR. SHEPHERD:  Do you think that Enbridge can offer curriculum to a school board that the school board has not developed themselves?

MR. WOOLF:  No, that's not what I'm suggesting.  I suggested they be very much a part of it.

MR. SHEPHERD:  Okay.  Because Enbridge appears to be saying, "Look, we're the resource.  Schools teach kids.  We don't teach kids.  We understand their expertise.  We're going to rely on their expertise to develop the curriculum.  We'll help them."  That's the right way to do it; right?

MR. WOOLF:  Yes, and I would add that the utility does have a role.  For example, I know in the United States there is a curriculum designed expressly for this purpose that is used in several states.  I think it was designed by the Department of Energy.  I don't know if that exists anywhere in Canada.  It might, but if not, maybe some of the lessons from the United States' experience would help, and that is something where the utility could bring forward some very relevant materials to assist the schools in coming up with a good curriculum.

MR. SHEPHERD:  All right, now, you suggested that what the utilities should do is they should make sure that they interview the students, the faculty, the school administrators, and the building operations staff about how the program is working.  You said that; right?

MR. WOOLF:  Yes.

MR. SHEPHERD:  And when we asked Enbridge about that, how they are going to deal with student contact, their answer was, "Well, no, no, no, we are not going to do that.  We are going to work with the school boards.  We understand that we can't just walk in and go talk to the students, that we have to work with the school boards and make sure that we contact them in the proper way and the way they want us to."  That's right, isn't it?  That's the right way to do it?

MR. WOOLF:  There are limits, I would expect, to the extent to which the utilities can talk directly with the students, yes, but it doesn't mean that they have to be completely hands-off either.

MR. SHEPHERD:  I guess here's what I'm getting at here, and it's -- we use the example of schools, because when I showed this stuff to the school boards they said, "What?  No, no, no, that's not what you do, that's what we do", but am I right that, generally speaking, the utility, in designing their program, should be very focused on getting the customer to take the lead on stuff relating to their business and have the utility take the lead with respect to things that are in their expertise?

MR. WOOLF:  Absolutely.

MR. SHEPHERD:  And so whether it's schools or whether it's a chemical facility, they're not supposed to be the experts in chemicals, they are supposed to be the experts in energy.

MR. WOOLF:  Correct, but they could be the experts in energy consumption and energy efficiency.

MR. SHEPHERD:  And --


MR. TAKAHASHI:  I'm sorry, one thing to add, so school buildings should have an energy management, you know, facility manager.  That would be a good candidate to interact with the utility and the school --


MR. SHEPHERD:  Well, actually, that's exactly the reason why I raised this, because that's wrong, isn't it?  Because if you have got a curriculum program, it is not the building manager that does curriculum, is it?  And if you tell Enbridge, go talk to the building manager, that's not right, is it?

MR. WOOLF:  So I would say it depends upon the curriculum.  In some school programs -- and this is comparable to schools have photovoltaics on their roofs, where they use the PV as a demonstration, they bring the students up there, they show them all the cool calculations that it can make, and that's a part of the curriculum.

Now, depending upon how the curriculum is designed, it could include not just all the things that students can do in the home, but it could have demonstration projects as a part of the school that -- and that's where, whatever the school might be doing for improving its own energy consumption, that could be a part of the curriculum, and it could be a demonstration project.

MR. SHEPHERD:  So if a program is directed at students -- still using schools -- if it's directed at students, obviously you have to talk to the people who are responsible for teaching the students, whereas if it's directed at building management, you talk to the building managers; right?

MR. WOOLF:  Well, in this case, they're both relevant to the curriculum.  They might be.

MR. SHEPHERD:  All right.  Here's what I'm trying to get at with this:  Where a utility is designing a program that is in a specific area -- I'll use chemical companies as an example -- it's really important that they build on the expertise of the customer; right?

MR. WOOLF:  Yes.

MR. SHEPHERD:  And make sure that they are not too directive about how the customer does it; they should make sure that the customer buys in sufficiently that their expertise is all on the table?

MR. WOOLF:  Yes.  And they complement the customer's expertise with their own.

MR. SHEPHERD:  Awesome.  Let me turn to -- we have two more.  I have two more.  The next thing I want to ask you about is energy leaders, and you're familiar with this program?

MR. WOOLF:  Yes.

MR. SHEPHERD:  And the energy leaders program, that's a good concept; right?

MR. WOOLF:  In general it's a good concept to acknowledge high-performing customers, yes.

MR. SHEPHERD:  Well, and it's also a good concept to -- where you have customers that have done most of the easy stuff, to sit down with them and work through what other things they could do that are not necessarily as obvious as the stuff that's generally out in the marketplace.

MR. WOOLF:  Yes.

MR. SHEPHERD:  Right?  And what it means is that you focus on harder-to-get savings; true?

MR. WOOLF:  Yeah.  Harder to get might be defined differently by different customers, but yes.

MR. SHEPHERD:  And it's generally going to be less cost-effective -- not always, but generally; right?

MR. WOOLF:  I wouldn't say that necessarily.  Oh, you mean because you say it's the harder-to-reach measures?

MR. SHEPHERD:  Yes.

MR. WOOLF:  I wouldn't say that, because it depends upon -- you might include the other easy-to-reach measures as well.

MR. SHEPHERD:  Okay, okay.  But I guess we're talking about energy leaders, so they've done the easy measures.

We're talking about the stuff they haven't done yet, and that stuff is generally going to be more expensive, just on average; right?

MR. WOOLF:  Well, it depends upon how you define the leaders, and I don't know, in this program, how they're defined, but it doesn't -- there's no reason to exclude customers who have done some of the lower cost measures as well.  In fact, often the case studies that I see are when a customer does a very holistic approach throughout their entire facility or building to show, like, dramatic savings because of the low cost and the high cost measures.

MR. SHEPHERD:  The reason you publicize what they're doing, which is an aspect of this; right?  I mean, you can give them higher incentives because it's -- because of the cost of the measures, but the reason you publicize it is, in part, as you said earlier, to give them a pat on the back; right?

MR. WOOLF:  Yes.

MR. SHEPHERD:  But it's also the publicity is good for them from, if they're in business, from a business point of view; right?

MR. WOOLF:  Yes.

MR. SHEPHERD:  It also shows leaderships to other people in a similar situation?

MR. WOOLF:  Yes.

MR. SHEPHERD:  And it also allows you to introduce new technologies into the marketplace more effectively because people see that they're installed and they work; right?

MR. WOOLF:  Yes.

MR. SHEPHERD:  All right.

MR. WOOLF:  It also helps the regulatory community get some comfort at the benefits of the initiative.

MR. SHEPHERD:  And, in fact, if you have an all all cost-effective instruction, then something like this is sort of necessary, isn't it?  You have to go after the things that are less obvious and more difficult, don't you?

MR. WOOLF:  I would agree you'd want to go after the things that are less obvious and more difficult.  Whether you have to have this program, you know, there are lots of ways to get at those customers.

MR. SHEPHERD:  And last thing I want to talk about is on-bill financing, and I'm not going to talk about the details so much as I do want to ask about a couple of general questions, though.

And if I understand correctly what you're proposing with respect to on -- you're proposing that the Board investigate on-bill financing, the utilities investigate it through working groups; right?

MR. WOOLF:  Yes.

MR. SHEPHERD:  And you're doing this -- your proposal is that the benefits -- that there are two main benefits of on-bill financing.  The one is that you can help customers who have -- don't have credit available to them to implement measures; right?  And the second is you can reduce the interest rate, the carrying cost of financing something below market rates; right?

MR. WOOLF:  Yes.  And even if a customer does have access to capital, they might not want to use it for this purpose, but yes.

MR. SHEPHERD:  Okay.  Well, how does on-bill financing help with that?

MR. WOOLF:  So if a customer has access to capital but they'd rather spend it on other things, you know, their retirement or new construction of their home or something, then on-bill financing just makes it that much easier to participate in the programs.

MR. SHEPHERD:  Because they can finance more?

MR. WOOLF:  Yes.

MR. SHEPHERD:  But that's on all about availability of credit; right?

MR. WOOLF:  Yes.

MR. SHEPHERD:  Whether you can't get any at all or you can only get so much and then after that...

MR. WOOLF:  And my point is there might be many customers out there where they can go out and get credit; they can go out and get a loan on their own, but they don't because it's just for this purpose because they have other places they'd rather to put their capital, and that's consistent with C&I customers that I mentioned earlier.

MR. SHEPHERD:  Okay.  So here's the -- you're correct that -- you'd agree, wouldn't you, that the Canadian credit markets are different from the U.S. credit markets?

MR. WOOLF:  You know, I really haven't looked at the credit market in both countries, so I can't say that.

MR. SHEPHERD:  All right.  You'll agree that, at least in the evidence that we've heard from both utilities, if an individual wants to insulate their house, the contractor has multiple financing options available to them; true?

MR. WOOLF:  I wouldn't be surprised if that were true.

MR. SHEPHERD:  And the market offers others.  Even if the contractor is saying, "Well, you can choose this and this," there are five or six others in the marketplace available; right?

MR. WOOLF:  The issue is the cost of that loan.

MR. SHEPHERD:  Well, I'm going to come to the cost.  First I'm talking about availability of credit because sometimes the market doesn't offer credit to everybody; right?

MR. WOOLF:  Yes.  It's available, but as I said earlier, some customers might prefer to use the capital they have for other purposes, so it's -- that's -- that continues to be a barrier even if it's available.

MR. SHEPHERD:  Well, so if they can't get credit at all or they can get credit, but only so much, why would you want to load them up on more borrowing?  How is that good for the customer?

MR. WOOLF:  Because they get -- the only effect that they see is lower bills or no change in bills, so it's not really so much increasing their debt at all.

MR. SHEPHERD:  So they don't owe the money?

MR. WOOLF:  They do.  They just pay it back through their bills.

MR. SHEPHERD:  Well, that's true with everything.  You pay it back.

MR. WOOLF:  But the net effect is that -- so the net effect could be similar without on-bill financing if the customer were to pursue and obtain low cost financing elsewhere.  The benefit of the on-bill financing is it overcomes that hurdle, that barrier to customers.  It's a very easy way for customers to say, "I see that my bill is going to go down or be constant."  That's just very, very different than going out and securing a new loan and paying for that separately, even if the outcome is essentially the same.

MR. SHEPHERD:  So the contractor can say to the customer, "Well, yeah, you're sort of borrowing $20,000, but you are not really borrowing it because it's really going to be $145 a month, and you're going to save that much."

MR. WOOLF:  I think a marketer could do a better job than that of selling it, but, yes, that would be the general sort of math that they could present.

MR. SHEPHERD:  And I don't understand why you would want to be pressing people to borrow more money.  If there's -- if there's financing options available in the marketplace, and they choose -- and they either can't access them or they choose not to access them for this purpose, then you're asking them to taken incremental debt that is not available to them in the market.  Why would you do that?

MR. WOOLF:  Because the ability to pay the debt is pretty much guaranteed by having lower energy costs, whereas if it's a student loan or another kind of home equity loan, that's just new debt, and they have to come up with new money to pay it off.  In this case, if the program is done well and the measures, you know, are good, well-designed, and well-implemented measures, there is pretty much a guarantee they can pay it off, so it is a very different kind of debt.

MR. SHEPHERD:  And so if the market isn't offering that debt, that financing to the customer, you are saying the market is wrong; it's just got it wrong?

MR. WOOLF:  No, not at all.  The market has very different interests and goals.  If by "the market" you mean banks that can provide customers with credit, they have reasons for doing that which we all know.  The utility has a fundamentally different objective, which is to save energy at low cost by providing easy financing and easy access to programs.

MR. SHEPHERD:  Then the second part of this is -- and I think we'll have to disagree on whether you want to --


MS. LONG:  You have about two minutes, Mr. Shepherd.

MR. SHEPHERD:  Yes.  It's my last question.

The second part of this is interest rate, and you talked about it in M.Staff.EGDI.13, which is page 13 of our materials.  You talk about buying down interest rates, and my question is:  How is that different from giving a cash incentive?


MR. WOOLF:  In terms of the cost to the company it may not be very different.  In terms of -- well, actually, no.  Let me correct that.  In terms of the customer it may not be very different, but to the company it is, because the company may be able to offer a lower financial incentive because the customer doesn't have to put the money up, and so by doing that they get increased participation.


MR. SHEPHERD:  If I want to spend $20,000 to insulate my house, the company can give me $5,000 as an incentive, and that means I only have to borrow 15 at market rates, or it can buy down my interest rate and I owe 20 but spend the same 5,000 to buy down my interest rates.


Would it surprise you that the amount I pay every month is identical in both cases; that's the math; right?


MR. WOOLF:  It would not surprise me, but the ability of the -- the interest of the customer to participate and the convenience of participation could be very different.


MR. SHEPHERD:  Why on earth would I as a customer want to borrow 20 when I can borrow 15?


MR. WOOLF:  Well, actually, I should be clear, the utility -- it is different on the utility that one of the reasons for on-bill financing is to save utility funding or at least to spread it out over longer periods of time.  So they can -- they might offer -- the math you've just presented might not be the exact same incentives that would be offered in the with versus without on-bill financing.  The idea of on-bill financing is maybe you can use that as a way to provide less utility money and have the customer put up more, but it would still be in the customer's interest because they are still saving on their bills.


MR. SHEPHERD:  See, I don't understand that, because it seems to me that it is a math problem here.  If you have the principle, you have the interest rate, then you have the incentive, and whether that money from the utility goes to buy down the interest rate or goes to pay an incentive, the end result, the monthly payment, is going to be identical; isn't that right, just math?


MR. WOOLF:  Well, just math it may be, but again, the incentives that's provided to the customer can be restructured, and I know -- in fact, I participated in a program myself where there was a certain direct incentive to help overcome the sort of high-cost barrier, and then the remaining portion was covered with a no-interest loan.


That was very appealing to me, and it wasn't -- it isn't the same to the utility as just getting me all the money upfront.


MR. SHEPHERD:  Thank you, Madam Chair.  Those are our questions.


MS. LONG:  Thank you, Mr. Shepherd.


Mr. Elson?

Cross-Examination by Mr. Elson:

MR. ELSON:  Thank you, Madam Chair.  Mr. Woolf, Mr. Takahashi, my name is Kent Elson.  I represent Environmental Defence, and I'll actually start off where Mr. Shepherd left off, which is on-bill financing.  And I'd like to begin by proposing some reasons why there might be customers who have access to credit who would still benefit from on-bill financing, and I believe one of those reasons is that on-bill financing is easier and more convenient for customers, and in that sense it lowers transaction costs, lowers the market barrier, and therefore can reach more customers.


MR. WOOLF:  I would agree with that.


MR. ELSON:  And another reason is that on-bill financing provides a good promotional opportunity for the utility, in that they can tell customers that the customers can save money going forward with no upfront payment?


MR. WOOLF:  Yes.


MR. ELSON:  Also, there are some reasons why it might be better to have financing directly on the bill; for example, this means that the financing can remain with the home if the customer moves in the future, if it's designed in that way?


MR. WOOLF:  If it's designed in that way.


MR. ELSON:  And another reason it might be better to have financing on the bill is that the payments for the energy efficiency are matched with the savings so that they won't have a cash-flow issue?


MR. WOOLF:  Correct.


MR. ELSON:  Another reason might be that because of the way that the on-bill financing program is structured, you might be able to get a lower interest rate even without a subsidy?


MR. WOOLF:  Yeah, that would depend upon the lending institution and how it's structured.


MR. ELSON:  Of course.  You also had a bit of a discussion about a concern about customers taking on too much debt.  Would you agree with me that there is a difference between taking on debt, for example, to go on a vacation versus investing in energy efficiency?


MR. WOOLF:  Well, very generally, yes.


MR. ELSON:  And I would propose that the difference is that when you are investing in energy efficiency it is an investment that will have returns, and those returns are guaranteed versus a vacation, which is just consumption?


MR. WOOLF:  I would say, as I said earlier, the returns are guaranteed to the extent the measures operate, you know, as planned, yes.


MR. ELSON:  And if I could ask you to refer to a document that I circulated a couple of days ago.  It's entitled "benefits of on-bill financing".  I believe there should be a copy that is being handed up, and you should have a copy in front of you there, as well.  And perhaps I could ask that this be marked as an exhibit.


MR. MILLAR:  K12.2.
EXHIBIT NO. K12.2:  DOCUMENT ENTITLED "BENEFITS OF ON-BILL FINANCING".


MR. ELSON:  So this document lists a number of benefits of on-bill financing, and I believe you've had an opportunity to review this?


MR. WOOLF:  Yes.


MR. ELSON:  And I'm not sure, actually, the best way to go through this.  I'm going to start by discussing the first point, but they (sic) may try to speed this up a bit by asking you if there's any of these that you disagree with.  But moving --


MS. LONG:  Mr. Elson, before you continue, is this a summary that you've prepared?


MR. ELSON:  Yes, it is, absolutely.


MS. LONG:  So the source is you.


MR. ELSON:  This is a document that we have
prepared --

MS. LONG:  Okay.


MR. ELSON:  -- for the purposes of making this cross-examination faster and more efficient.


MS. LONG:  Thank you.  And I think this should be K12.2.  Okay.


MR. ELSON:  So this lists the potential benefits of on-bill financing, and I thought by putting it on paper we could have a more straightforward discussion.


Item 1 here lists three reasons why on-bill financing can potentially facilitate a lower interest rate by lowering the risk profile of the loan, and there is three reasons listed here.


One is that the costs would be charged directly to the bill, the financing charges, giving the borrower an incentive to repay the loan, and thus reducing the risk profile somewhat.


The second is that in some cases, depending how the program is structured, the loan can be attached to the property, so it will persist beyond the current owner.


And then the third item is that financing costs can be lowered by partnering with financial institutions through a competitive procurement process.


Would you agree that these are ways that on-bill financing can provide relatively lower interest rates?


MR. WOOLF:  Yes.


MR. TAKAHASHI:  Let me ask, so in general I agree with these points, but really it depends on how it's designed, but also on point -- the last point, you know, it doesn't need to be on-bill financing, you know, a financing program designed by utility could lower costs through a competitive procurement process.


MR. ELSON:  Thank you for that clarification.


Item 2 here says that interest rates could be lowered through a subsidy, but I've put this as a separate item to note that there are some reasons, in particular, that on-bill financing can provide a lower interest rate, but if utilities choose to do so, and the program is designed in such a way, then a subsidy can be provided to even further lower the interest rate; would that that be a fair way to describe it?


MR. WOOLF:  Assuming the utility can help buy down the -- or reduce the interest rate with contributions to it itself.


MR. ELSON:  Even further.


MR. WOOLF:  Yes.


MR. ELSON:  But low interest rates can be achieved even without this kind of subsidy through these other ways in which on-bill financing lowers the risk profile of these kinds of loans; is that fair to say?


MR. WOOLF:  In light of your arguments in point 1, yes.


MR. TAKAHASHI:  In terms of risk profile, on-bill financing, I agree with these points in theory, and I'm aware of the examples from a number of states that the default rates are much lower from on-bill financing, ranging from -- most of them are ranging from 0 to 1 percent, much lower than other type of loans, so -- but it depends on how financial institutions look at these results and then see, you know, if they appreciate that, the results, and then they can lower the rate, but otherwise, if they don't understand energy efficiency, then they may not change the rate.


MR. ELSON:  So you would have to take care in preparing a program like this and in competitively procuring your financing; would that be fair to say?


MR. WOOLF:  Right, and more than that, it would be making sure that the lenders are fully aware of the implications and the concept of repayment through billing.


MR. ELSON:  Absolutely.  The third item here is simply that on-bill financing -- and this would, fairly enough, would apply to any financing -- can enable capital-starved consumers to adopt conservation measures.  So what it does, in effect, is overcomes a market barrier; is that fair to say?

MR. WOOLF:  Yes.

MR. ELSON:  And the fourth item here refers to some ways in which the consumer's effort is decreased.  One of those is that the utilities or allied contractors can provide a one-stop shop for information and for financing assistance and even for installation.  The second item is that utilities and allied contractors can assist with paperwork.  The third is that the information from the utility can be trusted and relied on, which can be a valuable thing for consumers, and the fourth is that the loan paperwork can be more straightforward as compared to, for example, a mortgage-related loan.  Would you agree that these are ways in which consumer efforts are reduced because of on-bill financing?

MR. WOOLF:  Yes.  Transaction costs are much lower.

MR. ELSON:  Absolutely.  And so five is increasing consumer convenience, and that's simply the ease of having all these costs on an existing bill so you don't have to pay another bill.  Would you agree with that one?

MR. WOOLF:  I would agree with that.

MR. ELSON:  Six is reducing cash flow concerns.  You'd agree with that one?  We already discussed it, I believe.

MR. WOOLF:  Yes.

MR. ELSON:  Seven is reducing uncertainty relating to relocations, and this is a more complicated point.

My understanding is that some customers might be reluctant to invest in energy efficiency if they are about to move or even if they're not sure if they'll move in the next two, five, or even ten years, and by having on-bill financing, the cost of the energy efficiency measure can be put on the bill which would remain with the house.  And so, if it's designed in that way, it would overcome this reluctance to invest in conservation measures; would that be fair to say?

MR. TAKAHASHI:  Yes, I agree.

MR. ELSON:  And so item 8 here refers to another, what I would call, incentive mismatch, and that's in that some commercial or residential renters might pay the gas bill but be reluctant to invest in conservation because they don't actually own the building, and the landlords, in turn, wouldn't have an incentive to invest in conservation because they don't pay the gas bill.  And on-bill financing can help overcome this mismatch by allowing the measures to be implemented at no cost to the owner through the utility bill.  Would you agree with that?

MR. WOOLF:  Yes.

MR. ELSON:  And the last few items that I've just discussed, those are items that require the financing to be on the bill.  This wouldn't be possible with, for example, taking out a mortgage or a consumer loan; would you agree with that?

MR. WOOLF:  Yes, I would.

MR. ELSON:  We've already discussed the improved promotional opportunities.  So I'll move on to number 10, and this is a broader point.

In our view, on-bill financing could be highly cost-effective because it does a number of things that create value by the way that it is structured.

For example, by lowering the risk profile of the loans, it can lower the interest rates without a subsidiary, and also by correcting some of the market failures we've just discussed, such as the transaction costs, the disincentives by owners who may wish to move, the incentive mismatch between renters and owners, by correcting those market failures, it can achieve more energy efficiency at a very low cost.  Would you agree with that?

MR. TAKAHASHI:  No.  I would say, so without looking at the actual examples so much, that, you know, on-bill financing can improve uptake of conservation measures at a lower cost than other type of financing, standard financing approach.

MR. WOOLF:  But -- and I agree with that, but I would just add that, you know, I wouldn't say that it's highly cost-effective necessarily, in that a lot of times the biggest driving factor of cost-effectiveness is the cost of the measures and the benefits in terms of avoided costs.  So on-bill financing might not change those that much.  It might help by reducing the utility contribution, but actually under the TRC test, that doesn't even help you there.  So you have to make this point with some caution.

MR. ELSON:  I think what I'm trying to do is separate out the cost-effectiveness of providing the financing on the bill and administering that program separate from the cost-effectiveness of the actual measure that's undertaken.

And taking that additional extra step, the incremental step of implementing an on-bill financing program can be a very cost-effective way to achieve higher levels of energy efficiency for the reasons that I've outlined in numbers 10 and 11; would you agree with that?

MR. WOOLF:  Yes.  To get the higher participation levels, yes.

MR. ELSON:  And Item No. 12 here, I think, just refers to something similar that we've just discussed, which is the idea that it can increase the uptake of existing conservation measures.  You'd agree with that?

MR. WOOLF:  Yes.

MR. TAKAHASHI:  Can I actually -- I know.

MR. ELSON:  Go ahead.

MR. TAKAHASHI:  And there is not much studies out there on on-bill financing, but I'm aware of two examples where on-bill financing actually increased participation or increased the depth of the measures being implemented.

One case is from California's PSENG's program to target grocery customers, where they found out that customers with on-bill financing implemented a lot more measures -- actually twice more than the customers which didn't take the on-bill financing.  And another case is from Oregon of home performance with Energy Star, and they found out that, over the course of a few years, maybe three to five years, the participation rates increase dramatically from, say, 200 customers in a single year to 1,000 customers, or, like, three times more.

MR. ELSON:  And so I think the upshot of that is that on-bill financing can increase participation rates, but also encourage participants to actually invest more in efficiently efficiency for deeper savings.

MR. TAKAHASHI:  Yes, possibly.

MR. ELSON:  And on Item No. 3, is it also possible that on-bill financing would allow the adoption of conservation measures that are not covered by existing programs?

MR. TAKAHASHI:  Yes.

MR. ELSON:  Thank you.  Now, an alternative to on-bill financing might be to promote existing programs at financial institutions to provide what I'll call consumer energy efficiency loans, so a utility may decide that they're not going to provide on-bill financing.  Instead of providing on-bill financing, they're going to tell their customers that, for example, Royal Bank has a program where you can receive an interest rate of X percent if you install energy efficiency improvements.

But it seems me that that kind of alternative would not achieve many of the benefits we have just discussed, because (a) it's not on the bill, and there are many benefits that flow from it being on the bill, and (b) it doesn't benefit from the ways in which on-bill financing can eliminate market barriers.  Would you agree with that?

MR. TAKAHASHI:  Yes, in general.  Really, it depends on what you are comparing to, so if you are comparing to another financing program, using private loans, but then you have a buy-down, you know, from utilities, then that could have additional benefits -- not additional, but some of the same benefits that on-bill financing could provide, but there are other benefits to on-bill financing -- other benefits that on-bill financing can provide but not others, like renters who don't have access to financing, you know, can -- yes, implement conservation measures.

MR. ELSON:  And I won't actually go through this entire list here because I think the comparison gets quite complicated, but I'll perhaps raise two examples.

One example would be someone going out and remortgaging their house to raise their own capital.  That may be able to achieve low interest rates, but the transaction costs of doing so are very high, and so customers may not do that and instead choose to go ahead with on-bill financing; would you agree with that?

MR. WOOLF:  Yes.

MR. TAKAHASHI:  Yes.

MR. ELSON:  And in comparison to, let's say, an HVAC company, an HVAC company may provide a very easy way to access financing, but the interest rates from an HVAC company are typically a fair bit higher, and so that may be a deterrent in comparison to an on-bill financing program.  Would you agree with that?

MR. WOOLF:  Yes.

MR. ELSON:  So it seems to me that, although there's a lot of financing options out there, that on-bill financing has a larger set of goals that can't be provided by those other programs; would you agree?

MR. WOOLF:  Yeah, as I mentioned earlier, the goals of the program in the loan are just very different than what the markets tend to offer.

MR. ELSON:  Thank you.

Now, you're proposing a working group, and if I understand this correctly from your discussion this morning, there would be two potential differences from what's been done before.  One is that the working group would be run by a third party; and two, I understand that this working group would be more of a technical working group with people with expertise, such as financial expertise, not just a discussion between stakeholders; would that be fair to say?

MR. TAKAHASHI:  Yes.

MR. ELSON:  Regardless of whether your working-group recommendation is pursued, if it's decided that a working group isn't the best way to go forward, you would still nevertheless recommend that the Board and the utilities pursue on-bill financing one way or the other; is that fair to say?

MR. WOOLF:  Yes.

MR. ELSON:  Thank you.

I'd like to move on to questions arising from our document book, which I believe is K10.1.  And that's entitled "Environmental Defence's document book for cross-examinations of GEC and Board Staff witnesses."

MR. WOOLF:  Yes.

MR. ELSON:  Could you turn to tab 14, please?  And in particular, there is an attachment here, and if you could turn to page 147 of the document book.

MR. WOOLF:  Yes.

MR. ELSON:  So on the bottom half of the page there is some underlined -- there is an underlined sentence there, and just by way of background, this interrogatory related to different ways to provide incentives to utilities, and this is one of the reports that you provided, and this passage describes three different ways of providing incentives, and the first one reads as follows.  It is:

"Program cost recovery allows utilities to recover investments in energy efficiency, either by treating these investments as capital expenses in rate cases or by adding costs of efficiency programs to rate base and capitalizing them."

Do you know where this kind of incentive structure has been done before, where you add a DSM -- or rate basing of DSM, you could say?

MR. WOOLF:  So just as background, this is referring to three types of ways utilities can recover costs and be financially -- given the right financial compensation.

And so the program cost recovery is recovering costs, decoupling or lost revenue adjustment is recovering those, and then shareholder incentives is the third one, so that's -- they're separate, and I want to make sure that that's clear, because sometimes the word "incentive" -- so in terms of program cost recovery alone, I know that in the past at least some states have put efficiency into rate base and let the utilities sort of capitalize it and earn returns on it just like they would any other capital investment.

I think most states that I'm aware of have gone back to using just some kind of a charge, whether it's an expense in rate cases or whether it's a separate charge.  You know, it varies by jurisdiction, but I think almost all, if not all of them now, that I'm aware of do it with a separate charge.

MR. ELSON:  I guess my question is simple.  This is something that has been done in the past before.

MR. WOOLF:  Yes.

MR. ELSON:  And it's one way that you can do it.

MR. WOOLF:  Is one way that you can do it.

MR. ELSON:  And I'd like to turn back a couple pages and discuss this undertaking response, but first I should maybe set the framework for this discussion, because this undertaking response arose out of some discussions on the transcript, so to that end if you could turn to page 137 and 138 of the document book.

MR. WOOLF:  Yes.

MR. ELSON:  And I had a discussion with Ms. Malone, and I said: "If the utilities have..."

I'm reading from page 137 here.  I said:

"If the utilities have lower targets it will be easier for them to meet those targets and therefore easier for them to achieve their financial incentives; would you agree with that?"

And Ms. Malone said:

"I agree."

And then I asked:
"So when they were putting together their DSM plans, they have an incentive to propose lower targets that are easier for them to meet?"

And Ms. Malone said:  "Yes."  And then further on page 138, I said:

"But they don't have an incentive to develop a plan that maximizes overall gas savings, because the incentive is capped at a certain level regardless.  Do you see that?  Do you agree with that?"

And Ms. Malone said:

"Yes, I agree from a financial perspective."

And so this set the framework for that undertaking, but before moving on, would you agree with Ms. Malone's responses?

MR. WOOLF:  I would, yes.

MR. ELSON:  So to flip back to page 143, following that discussion I asked an undertaking to describe mechanisms in which the shareholder incentive could be tweaked to give utilities a financial incentive to propose DSM plans that are as aggressive as possible in terms of gas savings.

And in your response I've underlined some of what you've said here.  You said:

"Policy mechanisms can be used to encourage utilities to propose aggressive levels of gas savings.  One of the most influential policy requirements is to mandate achievement of all cost-effective energy-efficiency resources."

Do you see that there?

MR. WOOLF:  Yes.

MR. ELSON:  And so I wasn't entirely clear about this response, but I believe what you were suggesting is that the regulator would require the utility to achieve all cost-effective DSM; is that what you're saying?

MR. WOOLF:  There's a more general point here, which is the issue you've raised is actually one of the challenges with setting shareholder incentives that have come across in many places, is that it is true that utilities have an incentive to keep their targets low so they're easy to achieve, and I have not seen, as we say in our first paragraph, a good way to address that in the incentive itself.

So the rest of our response is really about regulatory policy mechanisms and regulatory support that can be used to encourage the more aggressive targets in the plans.

What we talk about here in terms of cost-effectiveness mandates is one such policy option.  Not the only one, but it's one.

MR. ELSON:  And just to be clear, the option that you were suggesting is that the regulator require the utility to achieve all cost-effective DSM; is that correct?

MR. WOOLF:  Yes, regulators or legislators, yes.

MR. ELSON:  I guess what I'm trying to draw is a distinction between whether you're suggesting that the legislator require the regulator to enable all cost-effective DSM or whether you were also recommending that the regulator make that a requirement on the utilities themselves?  Or perhaps you're recommending that both of those things take place.

MR. WOOLF:  I hadn't seen a distinction between those.  If you want to elaborate on the distinction, maybe I could answer it.

MR. ELSON:  Whether it is the legislature putting a requirement on the regulator or the regulator putting a requirement on the utility.

MR. WOOLF:  Well, I would hope that most regulators would follow through with the legislative direction, and the outcome would be the same in both cases, but it's more than, as I said earlier, just the mandate to do all cost-effective.  The way the regulator really gets involved is all the policies that are -- apply here, whether it's shareholder incentives or whether it's how we balance breadth versus depth, and a lot of the policies have really  come up in the discussion of this hearing, in this docket.

MR. ELSON:  Sorry, I think I understand from your answer that what you would expect is for the all cost-effective requirement to apply both to the regulator and to the utility, that it would be something that would be pursued jointly in a sense.

MR. WOOLF:  Yes.

MR. ELSON:  Thank you.

I have one follow-up question from this morning, and I think I understood your answer, but I'm not a hundred percent sure, so it's just a request for clarification, and I understood that what you were saying is that when you are calculating the bill impacts on non-participants, you should include the net present value of the system-wide benefits that will accrue over the lifetime of the measures, not just the benefits that accrue in one year.  Is that fair to say?

MR. WOOLF:  Well, that was the question.  I paraphrased my response, and we can call it up or I could paraphrase it again, which is one should consider the impacts on future rates, the downward pressure on future rates as a result of current savings.

The one area where I differ is whether you put that into present value terms is a separate question.

MR. ELSON:  So you should account for those benefits over the lifetime of the measures, and the only distinction you're saying is whether or not that should be discounted by a net present value calculation?

MR. WOOLF:  Yes.  So when I have done rate impact analyses myself, I'll identify a certain study period -- let's just say 10 years -- during which efficiency measures are implemented, and then I'll apply additional years to that study period, maybe 20 years, so you have a whole 30 years there, and after Year 10, there is no more efficiency measures implemented, but you capture the savings.  And then you estimate the rate impact over the whole 30 years just because that's how you do costs, and, of course, the ones in the early years are more important, but you want to see, at least for informational purposes, what the rate impacts are over the entire study period.

MR. ELSON:  And I would say that that's because the purpose of looking at the rate impacts, you know, has a screening purpose, and it's to address fairness to nonparticipants, and that's what you're looking at; right?

MR. WOOLF:  I would say the latter.  It's to address nonparticipants.  I'm cautious about using rate impacts as a screening criterion because it's so often used very, as I said earlier, bluntly, and simply in a way that's overly constricting.

MR. ELSON:  And so if it's determined that it's fair to take $2 or $5 or $10 a month from your nonparticipating customers to fund the program, that would be the -- could be a criteria.

And let's just take, for example, that spending is $2 per month, and that produces $1 per month of savings based on a net present value calculation.  You would have to include the $2 and the $1 either under an NPV calculation or a straight line, it you prefer not to use NPV?

MR. WOOLF:  So when you're looking at the rate impacts, the rates that affect all customers, just -- I'm sorry.  I just want to make sure I have your question correct.  You would account for the cost increase due to the DSM charge as well as the anticipated downward pressure on rates due to those avoided costs that put such downward pressure on rates?

MR. ELSON:  Correct.

MR. WOOLF:  Yes.

MR. ELSON:  Thank you.  I'd like to move on to large volume customers, and this will take off from some of my discussion with Mr. Neme and Mr. Chernick, and if I can ask you to turn to tab 15 of our document book here.  And if you could turn to page 151 of the document book.

MR. WOOLF:  Yes.

MR. ELSON:  I believe, in an interrogatory response to GEC, you indicated that you were not aware of empirical evidence showing that large volume customers would implement all cost-effective DSM on their own.  Is that your recollection as well?

MR. WOOLF:  Yes.  And I would add all cost-effective as defined by a utility in this regulatory setting.

MR. ELSON:  And you also cited a number of studies and then an interrogatory response?

MR. WOOLF:  Yes.

MR. ELSON:  I have listed those studies here starting at No. 6.  You can ignore five and onwards.  Those were referred by Mr. Neme.  And I'd like to just very briefly go through some of those studies with you.

On the left-hand side is the title of the study and a footnote referring to where it can be found, and on the right-hand side is a quote from the study.  So the first item here makes reference to manufacturers having limited capital for investments, and in a survey of industrial sector participants, they responded stating that they expect capital investments to have a short payback period of one to three years and, under difficult economic conditions, a payback of 18 months or less.  Is that consistent with your experience as well?

MR. WOOLF:  Yes.  And I'm not surprised to see that that was their finding.

MR. ELSON:  And further down in the next paragraph, it says:
"Even when end use energy efficiency projects do meet corporate investment thresholds, manufacturers may still not go ahead with such projects if they do not have a direct connection with a company's core business."

And that's consistent with your findings as well.  Is that fair to say?

MR. WOOLF:  Yes, it is.

MR. ELSON:  Item No. 7 here, there is reference, starting at the second sentence saying:
"Moreover, industrial staff members often report that it is difficult to effectively navigate corporate project decision-making systems to get management enforcement."

Is that something that you've heard as well?

MR. WOOLF:  Yes it is.

MR. ELSON:  And, again, that's a barrier for large volume customers to apply at all cost-effective DSM?

MR. WOOLF:  Yes.

MR. ELSON:  And further down at the first indented bullet, which is the second bullet overall, it says:
"Energy efficiency projects may compete with core business."

The next bullet point says:
"decision-making is often split across business units."

And the third bullet is:
"Skills required to identify and pursue energy efficiency opportunities are not always present."

So these are, again, further barriers for large volume commerce to implement all cost-effective DSM?

MR. WOOLF:  Yes.

MR. ELSON:  And the eighth item here is the Synapse report that we have already gone through.

Now, the ninth item here is a -- a report that I took Ms. Malone to during the technical conference, and because Ms. Malone is not on this panel, perhaps I'll take you to it is a well, and that is at tab 12 of the document book.

MR. WOOLF:  Yes.

MR. ELSON:  If you could turn to page -- well, first to set the framework, this is a report prepared by the Mowat Centre in February 2014.  And if you could turn to page 132, I'll read the underlined portion:
"Figure 29 displays energy efficiency in terms of electricity and natural gas consumption only in total manufacturing for Ontario relative to U.S. and German peers.  Out of these 19 jurisdictions, Ontario ranks 17th, or third-last, in terms of energy efficiency."

And you can see, on the right hand, on page 133, that's the figure that it's referring to.  And the top bars that are darker refer to electricity usage, and the lower bars that are lighter refer to gas usage.

MR. WOOLF:  Yes, I see that.

MR. ELSON:  And if you turn back to page 132, this report concludes:
"To get a more detailed picture, it is, therefore, important to disaggregate the manufacturing sector and compare sub-industries.  When this is done for Ontario and its international peers in the U.S. and in Germany, our main result still holds that Ontario lags most international peers in energy efficiency."

Do you see that there?

MR. WOOLF:  I do.

MR. ELSON:  Now, I asked this question to Ms. Malone, and I'll ask it again to you:  Does this indicate to you that there would be a significant amount of DSM potential in the industrial sector in Ontario?

MR. WOOLF:  Yes.  It's always a little difficult comparing across jurisdictions, and I will just clarify that the information here is in terms of energy productivity, which is comparable to efficiency but not the same.  But, in general, what I've seen in many jurisdictions is there is a lot of cost-effective potential from industry, and it looks like from this there might be a lot from Ontario as well.

MR. ELSON:  So based on the reports that you submitted in -- or you made reference to in the GEC undertaking response and also based on your experience in analysing DSM programs, I'd like to ask you the following question, and it will have to be based on a fact that came up earlier in cross-examination which is that Union's large volume customers represent roughly 25 to 30 percent ever its business on a volumetric basis.  I can tell you that and I can provide a reference from earlier in the transcript.

But based on that, would you agree that Union cannot achieve all cost-effective DSM in its franchise area if its large volume program is cancelled?

MR. WOOLF:  Yes, I think that's a fair statement.

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

MS. LONG:  Thank you, Mr. Elson.

Mr. Brett, we are going to break at one o'clock, so if you would like to start.
Cross-Examination by Mr. Brett:

MR. BRETT:  Okay, sure.  Good morning, Panel.  Good morning, gentlemen, Mr. Woolf, Mr. Takahashi.  I think I spoke with you, Mr. Takahashi, during the technical conference on the 18th of July.  Mr. Woolf, you were not able to attend that, unfortunately.

Be that as it may, I want to start just picking up on this, because it happens to be at the top of my pile as well, this Undertaking JT4.15 that you discussed a moment ago with Mr...

MR. WOOLF:  I'm sorry if I missed this, but what party do you represent?

MR. BRETT:  Oh, sorry, I apologize.  I represent the commercial building owners, and we have been very active, if I may say so, in pioneering energy-efficiency programs in our own sector across Ontario and in Canada.  The Building Owners and Managers Association.

MR. WOOLF:  Thank you.

MR. BRETT:  Now, in this JT4.15 -- do you have that?

MR. WOOLF:  I have it in front of me, yes.

MR. BRETT:  Okay.  You discuss this with my fellow I'm just following, and I have -- I want to just pursue the conversation a little bit.  You cited here -- you made the statement that I think he discussed with you in the response, and I understand the question was asked about how you could tweak shareholder incentives to produce more incentive, and you answered that question, but then you went on to discuss -- and this is the more interesting part from my point of view -- you went on to discuss other ways that governments and regulators could improve -- could encourage energy efficiency, and you said -- and you discussed this a moment ago:

"One of the most influential policy requirements is to mandate achievement of all cost-effective energy-efficiency resources."

Do you see that?

MR. WOOLF:  Yes.

MR. BRETT:  And then you quote -- you go on to quote from a study from the American Council for the Energy Efficient Economy, ACEEE, which -- and that's -- and you -- and that study -- you attach that study, in fact, as an attachment, attachment number 1 to your -- to the answer; right?

MR. WOOLF:  Correct.

MR. BRETT:  And the study was done by a Ms. Annie Gililio -- Gilleo, and it was called "Picking all the fruit:  All cost-effective energy-efficiency mandates".

Now, you quote from her study on page 1, and what she says there -- I'm just going to quickly read part of this:

"On average, states with all cost-effective mandates..."

Just to stop there, what she means there are mandates such as you discussed a moment ago, mandates from governments and/or regulators to achieve all cost-effective savings; correct?

MR. WOOLF:  Correct.

MR. BRETT:  That's her shorthand for that.
"On average, states with all cost-effective mandates are targeting and achieving savings that are significantly higher than states with more traditional EERS policies.  These states are pushing the envelope, attempting to capture efficiency in traditionally hard-to-reach markets.  Though some express doubt that the high levels of savings are sustainable, targets continue to rise, and in coming years targets will reach over 2 percent of annual electricity sales in several states."

Now, you -- do you -- first of all, do you agree with that perspective that she's expressing there?

MR. WOOLF:  Yes.

MR. BRETT:  And the American Council for an Energy Efficient Economy, I don't know, could you comment on just briefly for my benefit and perhaps for others who they are and what they have done and what their history is in the United States in energy efficiency and how they've dealt with governments and acted to persuade governments to take energy efficiency -- to pursue energy efficiency, just at a high level?

MR. WOOLF:  Sure, they're an organization that has been around for many years, 25, 30 years, I think 25, and they are funded from a variety of sources, including foundations, I think government organizations like DOE, and also I think they get funding through direct sort of consulting projects, like my company, and their goal is to provide information, studies, analyses about energy-efficiency development of all types, not just utility-funded, but also standards and all the rest, and to basically inform folks like ourselves about energy-efficiency opportunities.

MR. BRETT:  Would it be a reasonable statement to say that they are an organization that is very often looked to by policy-makers, analysts, utilities, other players in the business energy efficiency for the quality of their work, quality of their reports, and the number of -- and the number and different -- and the variety of reports that they've issued over the years?

MR. WOOLF:  I'm sorry, what was the question in that?

MR. BRETT:  The question was, are they highly regarded for this purpose?

MR. WOOLF:  I would say, yes, they are.

MR. BRETT:  Okay.  Now, if I -- just going back to that attachment that I spoke to you about -- that's the study by Ms. Gilleo -- she discusses in this -- what she's discussing in here in broad strokes is the -- as I understand it, is the impact of all cost-efficiency mandates on the ability -- on the success of programs in the states where those mandates are present, relative to other states.

MR. WOOLF:  Yes.

MR. BRETT:  And what she states here on page 8-76 -- that's page 2 of the -- okay.  There we go.  I'm going to have to get the -- if we can bring up the pages that says 8-76, because we've got -- that's it.

Now, if you look at the paragraph in the middle of that page, I just want to read one sentence, refer you to one sentence and ask you a couple of questions.  She says:

"California, Connecticut, Maine, Massachusetts, Rhode Island, Vermont, and Washington have all enacted legislation that requires utilities and program administrators to capture all cost-effective efficiency resources available to them."

Right?

MR. WOOLF:  Yes.

MR. BRETT:  Then she goes on to discuss, I think, some of the results of programs in these jurisdictions.

MR. WOOLF:  Yes.

MR. BRETT:  Now, that list of states, as I -- and I'm going by memory here, so please don't hesitate to correct me -- there is a -- that list of states, at least California, Massachusetts, Rhode Island, Vermont, are four of the states that I believe you have referred to in your work for the Board Staff as examples of states which are generally regarded as having best practices across a fairly wide variety of energy-efficiency programs; right?

MR. WOOLF:  Very generally, they are considered leading states, yes.

MR. BRETT:  So -- and I take it -- so the fact that they appear on both these lists is not a -- is really not a coincidence, is it?

MR. WOOLF:  No.

MR. BRETT:  And in addition, you have -- the American -- the AC-double-E puts out a report each year, and I think you referred to it in -- at one point -- and I'm sorry, I can't cite a reference, but let me ask you the question.

As I recall, the ACEEE puts out a report each year, which is a kind of a state-level scorecard on their -- the accomplishments of the various state programs.

MR. WOOLF:  Yes.

MR. BRETT:  What's the name of that report, do you recall?

MR. TAKAHASHI:  The state energy efficiency scorecard.

MR. BRETT:  Yes.  And it's published annually, right, or has been in the last few years, and it's in that report that, among other places, in that report the AC-double-E cites some of these same states, Massachusetts, Rhode Island, Vermont, California, as being four or five of the leading -- states with the highest scores in their comprehensive assessment; right?

MR. WOOLF:  Yes.

MR. BRETT:  Okay.  I just give that by way of being general background, and I want to move on, and I'm going to be a little bit rough here in the sense that I'm picking out stuff to ask that hasn't been asked already, and a lot of it has.

Now, you've been asked this question, I guess, in different ways already, but maybe just following upon our discussion of full cost-effective -- all cost-effective energy savings, I looked at the mandate that you have from the Board for your study, and I don't want to go through the whole mandate because I think everybody has probably read it, but one of the things -- and do you a number of things for them, but one of the things you don't do is consider a full cost-effective savings analysis of what could be done in Ontario over the period of 2015 to 2020; correct?

MR. WOOLF:  That's correct.

MR. BRETT:  Now I have a few particular issues I'd like to deal with briefly, one of them being large customers, the second being energy efficiency as infrastructure where I wanted to just clarify the record -- try and clarify the record a bit.  And I think because of all of the interest in O&M based -- utility-based or on-bill financing, I'd like to very quickly revisit that.


But before doing that -- well, let me turn you to talk a little bit about large volume customers.  I'd like to turn you to page 83 of your study.  At page 83, you talk about -- you have a brief discussion of Union's large volume proposal; correct?

MR. WOOLF:  Yes.

MR. BRETT:  And in that -- now, in that -- you're aware that Union have had for some years a large volume customer offering which is -- which they have this year, but which will not be a part of their program going forward; right?

MR. WOOLF:  I'm aware of that.

MR. BRETT:  And you have stated here that in a footnote -- in footnote 13, at the bottom of that page, you have talked a little bit about self-direct programs for large industrial customers; right?

MR. WOOLF:  Yes.

MR. BRETT:  And you're well aware, I think, that, prior to Union's -- that, as part of Union's large volume customer program in the last two to three years, it has included a self-direct feature; correct?

MR. WOOLF:  I'm aware of that, yes.

MR. BRETT:  Now, that self-direct feature, of course, will no longer exist because the program, as it existed, will no longer exist.  But I wanted to ask you about this footnote.  And you say here:  "As such" -- let me just see here.
"As such, we do not consider the proposed large volume program to be compatible with self-direct programs."

You are speaking here of the proposed large volume program; right?

MR. WOOLF:  Yes.  And "compatible" is probably not the right word.  It would not be considered as a self-direct program.

MR. BRETT:  Right.  Okay.  Nevertheless -- oh, here.  I'm sorry.  I was searching for another reference:
"Nevertheless, leading self-direct programs include a mechanism to ensure that the technical assistance results in verified energy savings and to recoup funds if savings are not realized."

And you cite a report:  Chittum, 2011.  Now that report is, again, a report done by Anna Chittum (sic) either at or for the American Council for an Energy Efficient Economy; right?

MR. WOOLF:  Correct.

MR. BRETT:  And it's dated October 11 -- sorry, October 2011, and that report is entitled, "Follow the Leaders: Improving Large Customer Self-Direct Programs."

Now, I'm not going to get into the details of this report with you at the moment.  I simply want to flag -- I take it that, in this report, Ms. Chittum discusses the various -- effectively, the best practices associated with self-direct programs; would that be fair?

MR. WOOLF:  That's my recollection, yes.

MR. BRETT:  And I just wanted to flag that report that it is available and that you have cited it in your -- in your evidence.

Okay.  Now let me switch gears a little bit.  We have asked you a whole lot of questions in the -- not a whole lot.  We had asked you a few questions in the technical conference about the degree to which you were familiar with specific aspects of the Ontario scene, if you like, and you probably read that.  I'm not going to ask those questions again because I -- in part, because I think I understand a little bit more now about what you've done, but I do want to raise one particular issue -- a couple of issues with respect to that.

We have -- my colleagues and I counted you have 183 recommendations.  Would you take that subject to check?

MR. WOOLF:  Subject to check, sure.

MR. BRETT:  And about -- we say that about roughly -- I thought I had the number in front of me.  Let's say 65, 70, a substantial number of those recommendations have to with recommendations with respect to the evaluation process, either generally or to how it's used with respect to specific program offerings.  Okay?  Is that subject to check?  Would you take that?

MR. WOOLF:  That seems about right.

MR. BRETT:  Now, and you put this in.  Your evidence was filed -- I think it's July -- mid-July -- July, is it not?  I'll just check here.

MR. WOOLF:  July 27.  It's on the report.

MR. BRETT:  Now, about a month later, the Board came out -- like, after your evidence was filed, the Board came out with a document, a letter, in which they -- which is entitled, "August 21, 2005 -- 2015 to 2020 demand-side management evaluation process of program results."  Right?

Have you read that?  Are you familiar with this letter that came out?

MR. TAKAHASHI:  No, we haven't.

MR. BRETT:  You're not, eh?

MR. TAKAHASHI:  Haven't seen it.

MR. BRETT:  Okay.  Now, this letter came out -- I guess a key point I'd like to ask or perhaps just have you punctuate:  This report came out after you filed your report.  So you haven't -- you said you haven't really looked at it, and so I really can't -- well, if you haven't looked at it, I really can't ask you about it, can I?  So I think that -- this report is in the evidence, I assume.  Let me just -- let me ask you a question and make an assumption.  I would suggest to you that what this report does is change the nature of the evaluation process in Ontario quite a bit.

It basically says that, henceforth, the Board will manage the evaluation process, not the companies, with a certain -- with the companies having a certain amount of assistance from intervenors and --


MR. TAKAHASHI:  Right.  One clarification:  Is it impact evaluation or both impact and process evaluation?

MR. BRETT:  I would say it's -- now you're getting -- I'm going to give you my interpretation, so that's what you can -- I may or may not be -- not everybody in the room may agree with me, but for purposes of the exercise, I'll give you my interpretation.  I think that it affects the process of evaluation --


MS. LONG:  Mr. Brett, I don't know how helpful this is going to be, your interpretation of what the letter says, if the witnesses have not actually reviewed what it says.  So if you are going to ask a lot of questions about this --


MR. BRETT:  No, I'm not.

MS. LONG:  -- I suggest that you put it before them so they have the opportunity to --


MR. BRETT:  Yeah, no, I'm not going to ask, actually, any questions about the substance of it.  I would only ask this, I guess:  Would you agree with me that if this report makes major changes in the current regime, would your recommendations that you've already submitted, the 63 of them, would they have to be reconsidered?  Do you get my sense?

MR. WOOLF:  I do.  And one clarifying point that is important.  While neither Kenji nor I and I believe our staff have not reviewed that specific document, in conversations that we have had with our clients, we were aware that the responsibility for EM&V was going to shift to the Board, and it was our understanding that it was going to be the process evaluation that the Board was going to cover.

MR. TAKAHASHI:  Impact.

MR. WOOLF:  Okay.  I wasn't -- and so we were aware of that during the course of our analysis, but we didn't review the exact document.

So now to your question:  You know, as I've said before, we have a lot of recommendations in here.  The utilities' response to many of our -- in fact, most of our recommendations on M&V was to say we'll consider that in the evaluation advisory committee, and I think that is a perfectly appropriate place for it to be considered.  There are some gory details in there.  That's what the committee's for, and I'm hoping that with that they'll take a good look at our recommendations and think about them thoroughly and decide which ones make the most sense in Ontario.

MR. BRETT:  Okay.  That's fine.  That's a good answer, in my humble opinion.

Now, let me go on.  Yeah, let me ask you for a moment to just turn up your evidence with respect to the, for want of a better word, energy efficiency, as an alternative to infrastructure, and I think you considered that toward the end of your report under "gas infrastructure planning", and I guess that's Chapter 10.

MR. WOOLF:  Yes.

MR. BRETT:  Right?  And I wanted to ask a few questions.  I think the record got a bit confused here.  I'm not sure how or with what intent, but I think it got a little confused.

I think that one of the statements that you make is that -- and I'm looking at L.OEB.Staff.1, your page 128.  Just a -- you say -- you were asked to cite -- or you -- in your report you tried to look for places where gas utilities were embarking on this practice.

I think everybody in the room understands that electric utilities have done more of this than gas utilities, so the issue is:  What have the gas utilities done?  And this is where the confusion, I think, has arisen, but I want to ask you, you cite in your paragraph there, third full paragraph:

"Despite the prevalence of an electricity integrated resource planning, we are aware of only two examples where DSM is incorporated in gas infrastructure planning."

And you cite a study, and is that the study where it discusses the two cases?

MR. WOOLF:  No, that's actually a bit misleading in terms of placement.  That cite refers to the first half of the sentence about the prevalence of electricity IRP.

MR. BRETT:  Okay.  So that study -- that study is -- all right.  That's helpful.

Now, the first example you use of gas is:

"Vermont Gas systems routinely" -- my emphasis -- "includes the impacts of its DSM programs on its integrated resource planning process."

And it cites a recent paper by Messrs. Neme and Grevitt (ph).

So I take it what you are saying there is Vermont Gas is doing this and has been doing this for some time; is that fair?

MR. WOOLF:  That's my understanding, yes.

MR. BRETT:  Okay.  The second reference there is to a study that the Massachusetts Department of Energy Resources recently commissioned with your firm to investigate the potential for gas DSM initiatives.

Now, can you tell us how -- is that study completed yet?

MR. WOOLF:  Yes, it was completed this spring.

MR. BRETT:  Is it available?  Could it be -- could it be filed here, for example?  Is it publicly available?

MR. WOOLF:  Oh, yes, it's public -- you can get it on our website within a few minutes.

MR. BRETT:  All right, so would you give us the -- would you -- I would like to --


MR. MILLAR:  We can provide that, Madam Chair.

MR. BRETT:  All right.

MR. MILLAR:  So we'll undertake to provide either the link or we'll give Mr. Brett the link, and that will be Undertaking J2.1 -- pardon me, 12.1.
UNDERTAKING NO. J12.1:  TO PROVIDE MR. BRETT WITH THE REQUESTED WEB LINK to the study commissioned by Massachusetts Department of Energy Resources.

MR. BRETT:  Well, that's very helpful, because I want to get these two -- I think these two documents are probably pretty important, given that they're the only two around.

And then you go on to say, though, your third -- your next point here is nonetheless, you know, the rationale, methodologies, and concepts aren't, in your view -- are similar to those used for using DSM to avoid electricity infrastructure.

And I take it that's your view, that's your considered view?

MR. WOOLF:  That is my view, yes.

MR. BRETT:  Okay, well, that's -- one question I had for you, just on terminology.  You used the word in your study quite a bit "retro commissioning", and I can't give you an exact reference, but I think you would agree with me you've used the word "retro commissioning" to --


MR. WOOLF:  Yes.

MR. BRETT:  Now, I'm not sure what -- could you explain what that means?  Let me give you a very short preamble.  The word "commissioning" means something to me.  It means part of a process of effectively completing the construction of a building, and one of the things that I think Union has -- both perhaps Union and Enbridge, certainly Union, has -- Enbridge, rather, has proposed a commissioning -- a standalone commissioning proposal, as you're aware.

In addition, though, I believe the evidence is that in Union's -- in Enbridge's commercial building by design, commissioning is part of that process.  In other words, it ends with a certificate, literally with a certificate of commissioning of the facility.

MR. WOOLF:  Yes.

MR. BRETT:  So what do you mean by retro commissioning as against -- do you mean retro retrofit?  Do you mean an  -- okay.

MR. WOOLF:  Yes, it is for buildings that have already been commissioned in the past.  They've been in operation for many, many years, and it is the same concept at a later date.

MR. BRETT:  That -- because often here that's referred to as retrofit.  A retrofit project is a project that retrofits an existing building with a collection of --


MR. WOOLF:  That term is used, in my experience, to refer only to commercial industrial programs and just to literally a process of certifying a building in the same way that you do when you commission it, so it's not just a retrofit.  It is sort of a narrowly defined type of retrofit.

MR. BRETT:  Say that again?

MR. WOOLF:  So it is a subset of retrofit.  I've only seen it applied to commercial and industrial buildings.  I don't think it is usually for industrial facilities as much as a building, and unlike a retrofit, where you might just change out a few things, it is more of a holistic, you know, revisiting of the commissioning in a way that's much more efficient.

MR. TAKAHASHI:  Yeah, it looks at more operational improvements.

MR. BRETT:  So in other words, it is not unlike, for example -- this as question from -- based on your opinion, your work -- is it something like Enbridge's Run It Right or Union's Run It Smart?  Are these comparable programs?

MR. TAKAHASHI:  Well, they can do the same -- similar things, but I assume those programs are more comprehensive.

MR. BRETT:  Right, more comprehensive?

MR. TAKAHASHI:  Yes, in terms of retro commissioning can just look at HVAC, you know, just single --


MR. BRETT:  Oh, I see.  All right.  It can be --


MR. TAKAHASHI:  Yeah, but as --


MR. BRETT:  -- specific to a particular part of a retrofit.

MR. TAKAHASHI:  Right.  And that's -- not all buildings are commissioned, so that's another problem.

MR. BRETT:  Okay.  We're getting close to 1:00.  This would be a time perhaps that I could use to check and try and knock out much of what I have here.

MS. LONG:  Okay.  Well, why don't we take our lunch-hour break here.  We will be back at two o'clock.
Procedural Matters:


There are two procedural issues that I'd like to deal with before we leave.  We are going to take a look at the schedule over the lunch hour and determine whether or not we can finish this panel today or whether we'll have to have them back tomorrow, so Mr. Smith, Mr. O'Leary, given that this will affect you both the most, seeing how you're at the end of the schedule, if you could take a few minutes to discuss with your clients and consider yourselves how late you're able to stay tonight.  It's never my wish that we go beyond normal tribunal hours, and I know people have other commitments outside of this, so please consider whether or not that's possible, and we will do the same ourselves.


I also understand, Mr. Smith and Mr. O'Leary, that it's understandably not your preference not to go ahead tomorrow with argument-in-chief, given that we're still having the evidence portion of this continue tomorrow, so I know you've had some preliminary discussions with Ms. Bennett, we are fairly constrained next week with respect to our availability.  However, there may be a possibility, if we can find a room, that we could sit Wednesday morning.  You would have to confine your argument to three hours combined.  We have a Board meeting at eleven o'clock on Wednesday morning, and our presence -- if we're not there, people will notice.  So we are prepared to sit from eight until eleven provided we can find a room.  So if you can just check your schedules and see if that's something that is at all possible, that might be something we're willing to do.


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


MS. LONG:  So you can speak to Ms. Bennett, and we'll see what we can't organize over the lunch hour.  Back at two, please.

--- Lunch recess taken at 1:00 p.m.
--- On resuming at 2:05 p.m.


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


MR. BRETT:  Yes.


MS. LONG:  Thank you.

Continued Cross-Examination by Mr. Brett:

MR. BRETT:  Thank you.  Good afternoon, panel.  I had a question for you about incentives.  Would you agree with me that a significant function of incentives in energy-efficiency programming is that they make it easier -- can make it easier for plant-level, building-management level staff to persuade senior management of that organization to take the -- to take the conservation opportunity seriously and to move ahead with it?


MR. WOOLF:  Yes.


MR. BRETT:  And that would be the case, to some degree at least, regardless of what percentage of the total capital cost of the proposed retrofit that incentive composed.  Would that be right?


MR. WOOLF:  I would say it sends a signal, but the signal is much, much stronger if the incentive is a larger portion of the total cost.


MR. BRETT:  Yes.  That's true.  It's hard to -- the --


MR. TAKAHASHI:  Let me add one thing.  So it doesn't have to be financial incentive.  Some programs have a requirement that management level has to agree on the, you know, energy conservation projects in order to be eligible to be part of the -- to participate in the program.


MR. BRETT:  Yes, I think perhaps I didn't hear you correctly.  Are you suggesting that what might incent the company to proceed with the retrofit is some very good advice from a utility staff person to the company that this is a good thing to do?


MR. TAKAHASHI:  Yes.


MR. BRETT:  Yes, exactly.  In other words, senior management would be assisted in understanding the project and in being more amenable to it because an important utility company has said this makes sense?


MR. WOOLF:  Yes.


MR. BRETT:  One question -- next question is on -- to do with generators, and this is another general question -- well, for both of you.  And it is -- Mr. Woolf, the -- is it your experience generally speaking in your work you've done in Canada and in United States that when people think about -- people in companies and utilities think about energy-efficiency projects that they typically think about end-use customers, not generators?  In other words, if you are in the business of selling energy electricity or encouraging electricity conservation measures you're going to be talking to electricity customers, you are thinking in terms of electricity consumers, not generators of electricity.


MR. WOOLF:  That is my experience, yes.


MR. BRETT:  And is that any difference in the gas situation?


MR. WOOLF:  No.


MR. BRETT:  Okay.  The next question has to do with measurement, and I've spoken a lot about that, and more to the point, you've had some discussions earlier this morning.  I think you mentioned -- one of you mentioned the IPMVP standard, an ASHRAE standard for measurement.  Is that right?  Are you familiar with that, broadly speaking?


MR. WOOLF:  I am, very broadly.  I think Kenji knows it more -- Mr. Takahashi knows it more familiarly --


MR. BRETT:  You're familiar with it?


MR. WOOLF:  -- more familiar with it than I am.


MR. BRETT:  Okay.  My understanding is that this standard -- this measurement protocol or regime or guideline, to put it in the vernacular, was developed by ASHRAE committees over a lengthy period, right?  Is that right?


MR. TAKAHASHI:  Typically that's how standards have been developed.


MR. BRETT:  And it's been well -- it's been utilized for a considerable period of time?


MR. TAKAHASHI:  Right.


MR. BRETT:  And I understand, for example, that the energy services industry, the ESCos that do design/build projects with end users, they have often incorporated this, used this standard, to measure the savings that are created, because it's well-accepted and it also contains within it ways to normalize and make adjustments in case the conditions of the facility change over time; is that right?


MR. TAKAHASHI:  Yes.


MR. BRETT:  Okay.  And would it also be used fairly widely by utilities in your experience in the instances where they wish to measure the savings or meter-measure the savings, as they say here?


MR. TAKAHASHI:  Yes.


MR. BRETT:  Okay, and as a general proposition, and this -- everything else being equal, are you in agreement that the more of the savings you can find a way to measure, the better?


MR. WOOLF:  Yes, but you need to always balance out the cost of that measurement, yes.


MR. BRETT:  Right, right.  But on the question of cost, perhaps your experience generally is -- let me ask you:  We've heard a little bit of discussion, I think, in this hearing that, you know, for certain types of projects you require very elaborate metric tech -- measurement -- measure, meters, and so on and so forth.


Was it your experience generally, though, that for the, what I'll call the run-of-the-mill retrofit or project in a commercial building, let's say, you don't require super-specialized metering, you simply require a metering before and after the project to give you -- and on an ongoing basis to give you a record of what the custom project accomplished?


MR. TAKAHASHI:  That is correct.


MR. BRETT:  Let me then move on to -- very briefly to energy -- I have one question and one question only on energy financing.  And this is again a general question as to your experience in Canada and in the United States in particular.


The programs that -- when you talk about -- when people talk about on-bill financing and they're obviously -- a number of varieties of this -- are you familiar -- are there cases where the utility itself provides the financing?  In other words, rather than some sort of arrangement with a third party, the utility simply goes out and borrows the money in the market, the way it borrows the money to do anything else, but instead of using that money to build infrastructure, pipelines and the like, it actually loans it out to its customers for energy-efficiency purposes, either, you know, at a commercial rate or if it's -- or if it's a partially bought-down rate at some lower rate.


Is that -- are there examples or that, or...


MR. TAKAHASHI:  I don't recall specific examples, but that's one type of funding source being used for financing for energy-conservation programs.


MR. BRETT:  Yes, it is.


MR. WOOLF:  And I would just add that, to be clear, usually it's taking money through the energy-efficiency charge, so it's not so much that they go out with a specific request to raise additional capital; it's more like within the efficiency-program budget, can they come up with funding to create this kind of a loan that you've suggested.


MR. BRETT:  That's very helpful, and is it -- is it possible -- I mean, I guess -- this is purely a question based on -- it's a question, the answer to which I don't know, but if you do it that way and you had a very large -- a very successful program, is there a possibility of it squeezing out other programs that rely on the conservation charge at the same time?


MR. WOOLF:  Yes, that's one of the balancing, you know, issues that has to be addressed.


MR. BRETT:  Umm...  Maybe just briefly -- rephrasing my question once more:  Are there many other instance -- are there other instances where the utilities effectively try and organize or manage a third-party financing to do this, but don't use their own money, either money from the conservation charge or money that they've gone into the market to borrow, and do either of you know which is the most common approach?


MR. TAKAHASHI:  I'm not sure what is the most common.  That's also -- that approach has been practised in a number of jurisdictions using, like, federal funding.

MR. BRETT:  Federal?

MR. TAKAHASHI:  Yes.  Federal funding and municipal bonds.

MR. BRETT:  Okay.

MR. WOOLF:  Also I'm aware that sometimes it's done through a partnership with a bank, a local lending institution that decides for some reason, you know, they want to support the utilities programs and they act as the lending institution.

MR. BRETT:  One last question here:  Is there -- are you familiar with a -- I mean, you've cited a number of studies at different times to good end in your work there, but are you aware of any study that exists that looks at this issue very carefully in the United States and elsewhere, for that matter?  But, in Canada, apparently we only have one such program.  There's not much to study.  But in the U.S., are you aware of a study that looks at these different options and opines on, you know, what's perhaps the most effective and how effective they can be?

MR. TAKAHASHI:  Yes.  One of the studies we cited has discussed different options of funding --


MR. BRETT:  Right.

MR. TAKAHASHI:  -- and discussed limitations of each option, and this is called on-bill financing for energy efficiency improvements by ACEEE, published in December of 2011.

MR. BRETT:  Okay.

MR. WOOLF:  If I may, there's a similar study by the SEE Action Network -- that's the State Energy Efficiency Action Network on on-bill financing that has a similar overview of different options.

MR. BRETT:  Are those noted in your notes, in your material?

MR. WOOLF:  Yes.

MR. BRETT:  Okay.  Finally, the -- Yes.  I want to just speak briefly about participants because you -- in your second recommendation, you -- I won't ask you to turn this up.  I'll read it and ask you, perhaps, to take it subject to check, but in any event, it's in your Chapter 3 overview and assessment of the plans and it reads -- this is your recommendation:
"Participation should be planned for and reported in detail, including the number of participants expected to be served, definitions of what a participant represents in each program, numbers of units, houses, et cetera, and the number of customers that are eligible to participate in each program.  This data should be provided for each year of the plan and during annual reporting."

Now, I take it -- I mean, my client likes that recommendation,  to be frank, but I take it, given the fact that you have made it, you find that that degree of participation analysis and presentation and reporting is not -- doesn't take place at the moment in the two plans; is that right?

MR. WOOLF:  The information is not as readily available or as comprehensive as I would have liked, and that's the source of this.

MR. BRETT:  Okay.  And all right.  Thank you.  Those are my questions.

MS. LONG:  Thank you, Mr. Brett.

Dr. Higgin.
Cross-Examination by Dr. Higgin:

DR. HIGGIN:  Thank you, Madam Chair.  Good afternoon, Panel.  As we start, could we please get my compendium and provide an exhibit number for that, please?

MR. MILLAR:  K12.3.
EXHIBIT NO. K12.3:  Cross-examination compendium of energy probe for oeb staff panel 1

DR. HIGGIN:  Thank you very much.  So, panel, starting with some questions on your mandate and for the report, my main focus will be on Enbridge's emphasis -- Enbridge's residential resource acquisition product and market transformation programs and offers and your assessment and recommendations regarding those offers.  So that's the scope of my questions.

Could you please let us start by -- on the scope mandate issue, just let's go back and look at JT4.4 in the compendium, and that's page 3.  Do you have that?

MR. WOOLF:  Yes, I do.

DR. HIGGIN:  Thank you.  So, first of all, at the top of the -- in the first paragraph, you set out what your scope of work was defined as, and it basically -- in the bottom line, you weren't asked to provide quantitative estimates, because they're outside of your scope that you were retained for by Board Staff; correct?

MR. WOOLF:  Quantitative estimates of how the recommendations might affect program budgets, yes.

DR. HIGGIN:  Yes.  And that's set out in Appendix B.  That's the scope of work, and if you read that, as I did, it doesn't include those assessments of impacts and so on.  Am I correct?

MR. WOOLF:  That's my understanding, yes.

DR. HIGGIN:  Thank you.  So is it then fair for us all to proceed on the basis that Synapse's assessments and recommendations are your expert opinion?

MR. WOOLF:  Yes.

DR. HIGGIN:  Is that fair?  Thank you.  So, like any expert opinion, if there are changes that impact the basis of those, then you may be -- those would be subject to review based on any new information that came?

MR. WOOLF:  Yes.

DR. HIGGIN:  Correct.  Thank you.  So let's just go to have a look at the other paragraph there, indented.  And this, then, basically outlines just what we said:  You didn't look at program participation, and budgets and so on, in your -- making your assessments; is that what that summarizes that?

MR. WOOLF:  Yes.

DR. HIGGIN:  Thank you.  So what I'd like to do is just look at your recommendation at the bottom of the page.  I think this is very important to understand this.  And it says:
"At a minimum, we recommend that the board should direct the utilities to adopt all of our recommendations that are (1) likely to reduce program costs."

And then it goes on to say (2) that all recommendations that are expected to be relatively low cost but with significant benefits.

So I'd just like to explore that briefly, and then, perhaps, the first question is:  Well, you have cited two types of recommendations.  What about the rest of recommendations that don't fit as either being -- reducing program costs or are low cost?  What about the rest of your many recommendations?

MR. WOOLF:  Thank you for that question because it helps clarify this.  We would recommend that those be considered by the utilities and others as they proceed with this docket, so by not referring to those in this response, we did not mean that they should be ignored.

DR. HIGGIN:  Okay.

MR. WOOLF:  It was just literally, in the context of budget constraints, it's much easier to adopt those that reduce costs, or you're expected to kind of obviously have large impact for low cost.

DR. HIGGIN:  Thank you.  So the big question for us trying to understand this construct here is:  Do you know which recommendations are in the categories reduced program costs, low cost with significant benefits, and the rest, at least from a -- I'll say not a quantitative but a qualitative perspective?

MR. WOOLF:  So I could go through the recommendations and provide some general qualitative expectations.  We have not done that, but that's something that could be done if that were helpful.  But, again, it wasn't a part of our report.

DR. HIGGIN:  Thank you.  I'm just going to come back to that in a moment, Madam Chair.  I sent an exhibit to counsel for Board Staff and others, which was going to be used for my cross-examination.  It's kind of a roadmap.

And I hope you have a copy of that, and I would like to get an exhibit for that, please.  I'll be using it to provide that roadmap.

What this exhibit is it's based on my condensation -- a précis of some of the recommendations by Synapse as they pertain to these eight areas of Enbridge, again, resource acquisition and market transformation programs.  That's what this exhibit does.  And I will be going through column 2 and just asking questions about some specific recommendations as identified here.

So that's the purpose of it.  Now, the other purpose has just been put -- and that would be -- it would certainly help us if Mr. Woolf and his staff could give us an indicative assessment of each of these specific recommendations -- there's eight of them -- regarding those criteria that I've suggested in the other three columns, which is "reduce, no impact, increase on budget participation and savings, or any other combination of those".

That would certainly help me and I hope others to understand in a qualitative sense these particular recommendations that I'm interested in on behalf of my client.

MR. MILLAR:  Dr. Higgin, first we'll mark that as an exhibit as you suggest, K12.4, and I'm sorry, just so I'm clear, are you asking that we take this as an undertaking now, or did you propose to --
EXHIBIT NO. K12.4:  précis of some of the recommendations by Synapse prepared by Dr. Higgin


DR. HIGGIN:  Since Mr. Woolf offered that he would at least consider that, that's why I'm now raising it potentially as being an undertaking as well to do that --


MS. LONG:  I was assuming that you were going to take the witness through this and ask him to comment on it --


DR. HIGGIN:  I am going to, and I'm quite happy at the end to come back to that question as an undertaking, having gone through --


MS. LONG:  You know my feeling on undertakings the day before the last day of the hearing.  So I would prefer to have what we can on the record, so that if anybody, specifically the panel, has questions about it, we have an opportunity to ask them.

DR. HIGGIN:  Okay.

MS. LONG:  We're not afforded that opportunity when we have an undertaking that arrives after argument in-chief.

DR. HIGGIN:  No, but for the rest of us, Madam Chair, it would have some probative value, and we look at the overall record and --


MS. LONG:  I don't disagree with you, Dr. Higgin, but we are trying to do what's beneficial also for the Board here in helping us reach our determination, so I would ask that the witnesses answer to the best of their ability, and then we'll deal with whether or not an undertaking needs to be given.

MR. WOOLF:  Certainly.

MS. LONG:  Thank you.

MS. DUFF:  I have one question just for understanding Exhibit K12.4, Mr. Woolf, regarding Undertaking JT4.4, where you identify recommendations likely to reduce program costs or relatively low cost, this list of eight is not complete; is that true?

MR. WOOLF:  Oh, yes, this list of eight is obviously a subset of our recommendations.

MS. DUFF:  Thank you very much.

Please, Mr. Higgin, proceed.

DR. HIGGIN:  So can we then proceed, and as we say, we will not be asking about budget participation and impacts here, so I'm going to focus on the first of the eight out of 35 total recommendations that are pertaining to the residential sector.  That's what these are.

I've selected these on the basis that they, to my point of view, have important impacts in various ways upon the residential -- key word -- residential programs.

So let's start at the first one, and basically this -- if we could pull this up briefly, it's 5-2, number 3, and it should come up hopefully on the screen.  And it's number 3.  It said:
"Both utilities should develop a residential programs offering to promote the installation, high-efficiency space heating and water heating equipment."

And I stop there.

So first question is, number one:  Did you consider this as a being a separate offer or being included in the home energy conservation program; i.e., a mass market or targeted within the confines of the home energy conservation program?

MR. WOOLF:  All of these five recommendations for the home energy conservation program were intended to be within the confines of that program.

DR. HIGGIN:  Okay.  Thank you.  That would be helpful.

So I think earlier today Mr. Takahashi said that he was familiar with the minimum Ontario efficiency standards for a furnace and a tank water heater; am I correct in that statement, that you said that this morning, you were familiar?

MR. TAKAHASHI:  I am aware of.

DR. HIGGIN:  Aware.

MR. TAKAHASHI:  Aware of that.

DR. HIGGIN:  Is there a difference?  Anyway, we'll ask that.  So the question is:  How do you find these standards compared, for example, to other jurisdiction that you are familiar with, Massachusetts?  Let's talk about just Massachusetts as one example.

MR. TAKAHASHI:  Ontario standard is slightly higher.

DR. HIGGIN:  So "slightly" means a higher efficiency requirement, and that's for both furnaces and for tank water heaters?

MR. TAKAHASHI:  Furnace, to be sure.  I'm not so sure about tank water heater.

DR. HIGGIN:  Okay, anyway, we'll just go with the first answer, because we don't want to spend a lot of time on this issue.

So the question is:  Did you have any review of what incentives are currently available to upgrade equipment in Ontario?  And if you did, what was your opinion as to whether they are adequate or not?

MR. TAKAHASHI:  We did not conduct this analysis during this course of --


DR. HIGGIN:  Thank you, I'm not going to ask for an undertaking.

MR. WOOLF:  Just to be clear, we are familiar where the incentives are offered within the program; is that your question?

DR. HIGGIN:  No, it would be all incentives, including manufacturers, the whole spectrum of incentives that would be available to a homeowner that was looking to upgrade their HVAC equipment, particularly furnace and tanks -- okay, so the next recommendation I'm going to go to is the much-discussed one on the second line of my table, 5-3-2-1.

And just -- it is in our compendium on page 6, if you turn up the compendium.  Okay.  Thank you.

So in looking at this, I'm not going to go all over the ground again, but just to start from this perspective that we have right now, it appears to us that stakeholders and the Board have got the company's views and two expert opinions on this proposal, and the two experts, of course, are yourselves and Mr. Neme, and we discussed -- we asked you about that.

So if you could just turn up briefly page 4 -- go back to page 4 of my compendium and just look at the response from Mr. Neme very briefly.

So the point anyway is that at this point, which was when this was filed, you still say on page 2 that the provision should be dropped.  That's your words; correct?

MR. WOOLF:  Yes.

DR. HIGGIN:  So having heard some of the exchanges and so on, I heard you, perhaps, say, well, maybe at this point, no, it should be reviewed or considered; am I right or wrong about that, or are you still saying, Drop it?

MR. WOOLF:  So in terms of the terminology there, all of our recommendations we hope are considered.

DR. HIGGIN:  Uh-hmm.

MR. WOOLF:  And I don't think there are any that we're saying must be done.  Well, you know, I should be a little careful there.  Let's just say that we're not suggesting every one of these recommendations must be done, and a lot of them even in the wording it says the Board should consider.

On this point -- I want to make a general comment about the first five items in your row -- in your first five rows.  This came up earlier this morning where it has come to our attention that this program is over-prescribed, there is a lot of customers already signed up, and they don't have enough funding to meet them all, and I said this morning, and I would reiterate it now, that that is a very important development that the utility and the others should consider when looking at the whole program design, and that it should think through what's the best way to work that out, and if some of our recommendations here help with improving upon that, great.  If some of them don't help, then they don't carry as much weight.

Now, I can turn to the question about the one versus two measures if you'd like.  I'll let you ask the next question.

DR. HIGGIN:  Well, my view is that we do have a difference of opinion here, as you've just outlined, between yourselves, and you've said your reasons for why it should be, and the company, and Mr. Neme.  So I don't believe that there would be a lot of merit in discussing it further, but if you'd like to add something, I'm not stopping you from doing that.

MR. WOOLF:  Very briefly, I think there's two points that may not have been made in this.  I appreciate Mr. Neme's position, and I agree with his arguments that -- the issue I see here -- there are two.  One is participation, and that there may be an opportunity to increase participation by allowing some customers for whom it is only appropriate and cost-effective to do one measure to allow them to do so.

Participation is one of my priorities, because it helps offset rate impacts, and that's one of the key guiding principles of -- in the Board's framework.

Another guiding principle in the Board's framework is avoiding lost opportunities, and so if there is a chance for a customer who is interested and wants to adopt a cost-effective measure with help from the company, I just have a hard time pushing that customer away.  And there are many other things that the company can do to encourage depth of savings, so there is no exactly right answer, but those are the reasons why I think our proposal is the right answer, is the best one.

DR. HIGGIN:  So, just to summarize -- I think you said this clearly to Mr. Shepherd -- the main driver for this is participation, and that relates to the fact that it would improve the acceptance of rate impacts among the general customer base of -- residential customer base of Enbridge; is that correct?

MR. WOOLF:  It would mitigate concerns about rate impacts by increasing participation.

DR. HIGGIN:  Okay.  You didn't actually know, coming back to the question, directionally how much this would improve or increase participation.  Did you have -- do you have -- coming back to our original discussion about directionally, do you have any view on how much that would increase participation?

MR. WOOLF:  Well, directionally, I think it would increase participation, but I haven't made an estimate as to how much.

DR. HIGGIN:  Okay.  Thank you.  And, of course, that was what I would like to know a bit more about.  So, okay.

Let's go to the other two recommendations here, and because this has been discussed with Mr. Shepherd, these two, which are the restructuring of the incentive and the increasing the incentive up to a maximum of $5,000, again, this was discussed, and I heard -- please correct me.  What I heard you say is that this would go to your objectives of deeper and broader.  Am I correct about that?  Perhaps could you explain that?

MR. WOOLF:  Yes.  I would recommend that the utility look at how customers have reacted to the current incentive to see if it has encouraged deep retrofits and acceptance of many measures or whether it leads to two measures only and moving on.

And whatever those results indicate, they should explore opportunity for maybe increasing incentives for deeper measures.

DR. HIGGIN:  Okay.  Thank you.  So coming back to your participation point, which is very important, do you know how many homes are targeted by the home energy conservation program over the six years?

MR. WOOLF:  I do not.

DR. HIGGIN:  So just take it subject to check.  It's approximately 15,000 just under a year times six.  Okay?  So that's roughly 75,000 homes.  Okay?

Another thing, do you know how many homes that would qualify for the home energy conservation program?  Have you got a rough idea how many that would be in Ontario?

MR. WOOLF:  I do not.

DR. HIGGIN:  Okay.  Well, just take it subject to check that the number is about 1.3 million.  That's the residuum of having had programs in the past, the normal turnover and retrofitting, and so on.  So that's what's left, quotes, as the target market.

So my question is straightforward:  It's going to take an awful long time to get through that housing stock.  It will actually retire before we get to them.  Isn't that really the issue around increasing participation that you need to deal with?

MR. WOOLF:  If you are talking about retrofitting every single home, yes, of course, it would take a long time, but participation can take many forms.  Also, there can be market transformation effects which will allow for other customers to participate.  There also can be smaller initiatives that don't necessarily require whole home retrofit that can achieve savings, and those will all help offset rate impacts.  So they all have to be considered as a whole and I think without, you know, excessive additional costs, increased participation is typically a good thing.

DR. HIGGIN:  I'm going to come to that again in a moment, that same theme.  And we go now to look at the last one of the lines on the home energy conservation program, and that's my summary of your recommendation 562, number 2, and if you look at my compendium -- I hope I've put that in there.

MR. WOOLF:  I think you mean 53.2.

DR. HIGGIN:  Yes, you are correct, 5-3-2, sorry.  Right.

So would you just look at that a moment and see that Enbridge should provide additional measures as part of the home energy conservation program, and you list a number of those measures?

MR. WOOLF:  Yes.  That's on Recommendation No. 8.

DR. HIGGIN:  That's correct.  So what I would like to understand from you is:  Is this recommendation there because of increasing participation?  Is that your number one objectives with this?

MR. WOOLF:  No.  As I mentioned earlier, there is breadth versus depth, and this particular recommendation is to increase depth.

DR. HIGGIN:  Depth?

MR. WOOLF:  Depth, yes.

DR. HIGGIN:  Okay.  Thank you.  Let's go and ask -- explore that question.  Just take it that Enbridge has commented on this in its J5.3 response.  I won't go there.  But it was also discussed at the transcript, Volume 8, page 6, and again I won't go there because my question is this:  Did you look at whether or not these measures or some or all of these measures would meet the TRC plus test?

MR. WOOLF:  We did not do independent cost benefit analyses on these measures, no.

DR. HIGGIN:  Can you just take it subject to check from the Enbridge response and from the transcript that it was stated by Mr. Bertuzzi that they would, quote, not likely meet the TRC screening test as it is today.  And Mr. Lister said,
"The bottom line is that they would add considerable budget for very few, if any, incremental savings."


MR. WOOLF:  So our recommendation -- in fact, all of our recommendations are meant to be taken in the context of, if we're offering an additional measure, then it should be cost-effective, and if it's not, then the recommendation doesn't hold.  I will say that -- and I've seen blanket statements like that from utilities in the past, and actually when you probe them some, well, maybe you list five measures and three of them are cost-effective and two of them are not, and they'll make the blanket statement.  So it's just, again, a recommendation for utilities, the Board, and others, to make sure the programs are as comprehensive as they can be with measures that are cost-effective.


And I would add that, you know, this is a five-year program.  It may be, over the course of a couple of years, new measures will evolve, will emerge, that are cost-effective and will achieve greater savings at low cost.  Those should be factored in.

DR. HIGGIN:  Okay.

MR. TAKAHASHI:  Well, It also depends on the avoided costs, how accurate those estimates are.

DR. HIGGIN:  Yes.  That affects the TRC plus across the board, of course.

So coming now to the next one on the list, and that's 562-2, and I'm going to briefly consider that.  I'm just going to see if I have a copy in my compendium.  Yes, it's on page 9 of the compendium.

So this recommendation asks Enbridge to review and consider whether they should change, basically, the incentive structure for the Savings by Design program.  That's what this is about.  And you discuss it on page 69 of your report.

So am I correct that this is -- seems to be one of your cost-cutting recommendations, if I was to put it into those categories?

MR. WOOLF:  Is there a question?

DR. HIGGIN:  Yes.  Would I be correct in assuming this might be -- might -- my presumption -- a cost-cutting measure amongst other reasons?

MR. WOOLF:  A cost cutting or cross cutting?

DR. HIGGIN:  Cost.

MR. WOOLF:  Oh, cost cutting, yes.

DR. HIGGIN:  Yes.

MR. WOOLF:  Yes, it might be a cost-cutting measure.

MR. HIGGIN:  Sorry, my accent, it still comes from England, sorry.  Go ahead.

MR. WOOLF:  Yes.  This might be a cost-cutting measure.

DR. HIGGIN:  Thank you.  I thought that was the basis of it.

Now, my last two areas -- and I'm nearly there -- is the Home Health Record, and we're going to have a brief look at that.  And if you could turn up the last page of my compendium, which is page 10, I'm going to talk about recommendation in No. 3 regarding the "My Home Health Report Program" for Enbridge.

So the first question is:  Can you help us -- I read your recommendation, and I would characterize it is somewhat cautious to the degree of even expressing concern.

Am I correct about that?  It is certainly cautious.

MR. WOOLF:  Cautious in what way?

DR. HIGGIN:  I don't know, I'm asking you to explain if I'm right or whether you disagree with that and you say it's not cautious.

MR. WOOLF:  So recommendation 3.

DR. HIGGIN:  Yes.

MR. WOOLF:  We consider them -- we recommend they consider looking at the budget, because to us it looks like it's high, and if that's cautious, then, yes.

DR. HIGGIN:  So this could potentially be another cost-cutting recommendation?

MR. WOOLF:  Yes.

DR. HIGGIN:  Thank you.

And my last question is -- on the list is the home energy rating labelling program.  And that, again, is on my compendium, and the recommendation I'm going to ask about is number 3.  So it's the home rating and your recommendations for Enbridge.

So the first question is:  Do you have experience of other home rating labelling programs, for example, in Massachusetts under an all economic savings mandate?

MR. WOOLF:  I don't myself.  Others of my staff might, and that may be the source of this, but I don't myself.

DR. HIGGIN:  Okay.

MR. TAKAHASHI:  Can you repeat what's --


DR. HIGGIN:  Yes, do you have experience of other home rating labelling programs in other jurisdictions, and I cited Massachusetts, which has, as we've just discussed earlier, an all economic savings mandate?

MR. TAKAHASHI:  Okay, I am not aware of that program, but there is a program in Massachusetts called MPG, which is a home labelling program.

DR. HIGGIN:  Okay.

MR. WOOLF:  I thought your question was different, so let me -- maybe I can put it a --


DR. HIGGIN:  Yes --


MR. WOOLF:  -- if I may -- I'm aware of several states that have home rating and home labelling programs for the purpose of transactions and sales.

I thought you were asking us about the specific recommendation where we talk about providing an incentive directly to the real-estate agents and the homeowners prior to the sale.

That's a practice -- I don't know whether that exists or not, but I know that this type of program is commonplace.

DR. HIGGIN:  Thank you, that's actually where you answered my next question, which was to go there, having had some ground as to the familiarity that you may have with these programs, so then the question -- the last question on this topic, this particular program, is:  Without appropriate legislation -- and you may know that Ontario does not have appropriate legislation to require it -- how do you fix the market-entry problems for a labelling program?

There are a large number of real-estate transactions in the province.  There are a large number of home inspections also associated with those.  But it is a very, very low penetration of home energy rating and labelling.

Do you have any thoughts on that from your experience?

MR. WOOLF:  How to improve that level of penetration?  I do not offhand.

DR. HIGGIN:  So does your recommendation, coming to that, number 3, would that be one thing that could be looked at to fix that problem?

MR. WOOLF:  That is the intent of the recommendation, yes.

DR. HIGGIN:  Okay, thank you.

Now, my last question is about balance.  In our interest, it says background is only the Enbridge resource acquisition programs and the question of balance between residential and commercial-industrial, and this has been discussed with Mr. Neme and others, and basically Mr. Shepherd, and then I asked Mr. Neme for his view on Massachusetts versus Enbridge, in terms of this question of balance between the two parts.

On the one hand participation, consideration -- all of those other considerations, did you look at this question of balance, and how did you assess that issue of balance?

MR. WOOLF:  No, in our chapter 3 we described with some tables and with some text the different breakout of budgets by sector and type.  We did not factor that into our recommendations or our analysis.

DR. HIGGIN:  Okay, thank you.  Madam Chair, those are my questions.  I would come back and still make the request that on a best-efforts basis the undertaking would be accepted, but if you are agreeing that that's not going to happen --


MS. LONG:  I guess I don't understand the undertaking, Dr. Higgin, so what I understood the discussion that you had with the witnesses, they took you through much of this, and I don't know how helpful it is.  I mean, if I look at -- for example, drop the two deep measure provision, I think we heard the witness say that this could increase participation and it could increase savings, and what that would do to budget, I don't know.


So in many of these instances he's actually answered all the questions as to how he feels it would affect participation or savings.  I don't think you're asking him to make a recommendation with respect to budget.  I mean, that wasn't within the scope of the work that he did, so perhaps you have to help me understand why you need this, given the questions that you've asked the witness and the witness has responded.  I'm not sure where the -- what is left to be done in this assignment.

DR. HIGGIN:  Okay, well, I could perhaps -- I don't want to spend more time, but basically, it starts from the point that Synapse did not do any quantitative announcement --


MS. LONG:  Right.

DR. HIGGIN:  -- and as we've just discussed, I'm asking only for qualitative directional -- on three things, which does include budget directionally, it includes budget, to correct that, participation, budget, and savings.  And we can imply this, as you've just said, first of all, from the record, and also from Enbridge's response to some of the recommendations.  We can imply it, and certainly if we make argument then that's what we will have to do.

Synapse are experts, and the most probative value, in my view, is to have them provide this information.  It would certainly assist me and other clients, and I agree with the subset; it is only residential programs.  And that's what we're asking for, because that's what my client is interested in, that sector.

So the significant areas that I've asked for are all important ones within that resource acquisition and MT for the residential, so that's why I picked them in the first place, that particular one.

So in my view, bottom line is it would provide us with  a more holistic basis to consider the recommendations and to make, we would hope, cogent argument about those recommendations.  That's why I'm asking for it, Madam Chair.

[Witness panel confers]

MS. LONG:  Can I ask the panel how long you think this would take to complete?  I mean, I think you are going to be answering this in very broad terms directionally, so is this something that can be completed within the next day or two?

MR. WOOLF:  Yes.  It could be completed by the end of tomorrow, if that's what you're asking.

MS. LONG:  Okay.  Then on that basis I'll allow the undertaking.

MR. WOOLF:  Especially if we get --


DR. HIGGIN:  Madam Chair, thank you very much.

MS. LONG:  But again, it is my expectation that it will be general in nature, given the discussion that we had.

MR. TAKAHASHI:  And this, just to be clear, you are asking for this for the residential?

MR. WOOLF:  Just this subset --


DR. HIGGIN:  Enbridge.

MR. TAKAHASHI:  Oh, just this subset.

DR. HIGGIN:  Enbridge in this subset only, as it relates to these recommendations that we have listed here.  Thank you.

MR. MILLAR:  The undertaking is J12.2, and that is to fill out the table that Energy Probe provided with its compendium.
UNDERTAKING NO. J12.2:  OEB STAFF PANEL TO FILL OUT THE TABLE THAT ENERGY PROBE PROVIDED WITH ITS COMPENDIUM.

MS. DUFF:  It would probably streamline things if you forward him the template.

DR. HIGGIN:  I will, Madam...

MS. LONG:  Are those all your questions, Dr. Higgin?

DR. HIGGIN:  Yes.

MS. LONG:  Thank you.

Ms. DeMarco, please proceed.

Cross-Examination by Ms. DeMarco:

MS. DeMARCO:  Thank you, Madam Chair.  Hello, panel, my name is Lisa Demarco, I'm here on behalf of the Association of Power Producers of Ontario.

I have two preliminary matters.  The first is in relation to a document that I provided you.  Our examination today will focus very largely and broadly on two aspects of your evidence, the first related to the gas electricity sector coordination that runs quite predominantly throughout your recommendations, and the second is in relation to large volume consumer recommendations that you're making, so just as that with context.

We have a document that we have put -- given to you and with apologies to the parties.  We did send this out last night, but we understand that there was a transmission error, and so it was re-sent again today.  And it's the Association of Power Producers of Ontario compendium of materials for cross-examination.  It is actually just one report for cross-examination for Synapse, and if we could have that marked as an exhibit.

MR. MILLAR:  It's K12.5.
EXHIBIT NO. K12.5:  CROSS-EXAMINATION COMPENDIUM OF Association of Power Producers of Ontario FOR OEB STAFF PANEL 1


MS. LONG:  And have the witnesses had a chance to review the document?

MR. WOOLF:  Briefly over lunch, yes.

MS. LONG:  Okay.  Thank you.

MS. DeMARCO:  And, again, our apologies for that transmission error.

What we have before you is a presentation from the Independent Electricity System Operator in Ontario entitled, "Planning Update:  Preliminary Long-Term Outlook for Ontario Supply and Demand and Context for Planning."

You have that?

MR. WOOLF:  Yes, I do.

MS. DeMARCO:  And, in general, you're familiar with the IESO?

MR. WOOLF:  I'm familiar with them, yes.

MS. DeMARCO:  And have you ever done work for them?

MR. WOOLF:  I have not.  I don't think anybody at Synapse has either.

MS. DeMARCO:  And did you consult with the IESO in making your electricity gas recommendations?

MR. WOOLF:  We did not.

MS. DeMARCO:  If I can ask you, briefly, broad-brush, you made a number of recommendations regarding the electricity coordination in relation to Ontario's electricity market.  And you are aware that it's quite different than that in the U.S.?

MR. WOOLF:  Yes.

MS. DeMARCO:  And specifically it's not a truly competitive electricity market?

MR. WOOLF:  Yes.

MS. DeMARCO:  And the vast majority of generators are not merchant generators as they are in the U.S.  Fair?

MR. WOOLF:  Yes.

MS. DeMARCO:  And, specifically, most of them are contracted generators that have been contracted to a government-related party.  Is that fair?

MR. WOOLF:  I'm not surprised to hear that.

MS. DeMARCO:  And, Mr. Takahashi, you would agree?

MR. TAKAHASHI:  Yes.

MS. DeMARCO:  And you don't have specific knowledge, direct knowledge of those contracts?

MR. WOOLF:  No.

MS. DeMARCO:  Okay.  Thank you.  Could I ask you to turn to page 2 of the presentation?  And, again, this broad-brush overview in summary refers specifically to the LTEP2013.

You understand that to be the long-term energy plan?

MR. WOOLF:  Okay.

MS. DeMARCO:  Are you familiar with that document?

MR. WOOLF:  I am not.

MS. DeMARCO:  Thank you.  And so fair to say you didn't look at that as part of your recommendations?

MR. WOOLF:  No.  I have reviewed many such plans over the years, but not that one.

MS. DeMARCO:  Wonderful.  So that didn't go into your large volume recommendations on page 84?

MR. WOOLF:  I'm sorry.  Can you ask that question again?

MS. DeMARCO:  The long term energy plan didn't inform or wasn't considered in your large volume --


MR. WOOLF:  Correct.

MS. DeMARCO:  And you are aware that in Ontario the generation supply mix is formed by directive?

MR. WOOLF:  I'm not aware of that.

MS. DeMARCO:  Okay.  Fair to say, subject to check, there are a number of differences between the U.S. markets and the Canadian market and the Ontario market?

MR. WOOLF:  Absolutely.  Yes.

MS. DeMARCO:  Great.  Could I ask you to turn into page 7 of the presentation?  And this is quite specific to conservation in the electricity sector, and that's reflected in this slide which indicates that, between 2014 and 2032, about 30 terawatt hours of electricity consumption or lack thereof is anticipated to come from conservation; is that fair?

MR. WOOLF:  That's what the slide suggests, yes.

MS. DeMARCO:  And similarly if we look at peak demand, about 6,100 megawatts, this slide would reflect would come from conservation?

MR. WOOLF:  Yes.

MS. DeMARCO:  So pretty important features in the overall electricity market in Ontario.  Fair to say?

MR. WOOLF:  Fair to say, yes.

MS. DeMARCO:  And that peak demand is the subject of the next slide, which is slide 11, I'd like to turn you to.  And the title of the slide is:
"Existed, committed, and directed resources can produce the required energy.  The need is for additional peak capacity."

Fair to say?

MR. WOOLF:  Yes, that's what it says.

MS. DeMARCO:  And on the top graph, we have a breakdown of that peak in capacity, and if I can just walk you through, on the bottom line we have "other", which is other peak and capacity.  On the next wedge up, "CCGT."  You would agree with me that would be combined cycle gas turbine?

MR. WOOLF:  I would expect that, yes.

MS. DeMARCO:  The next line is "Lennox," which is an oil-peaking facility.  The top line is "SCGT," which means simple cycle gas turbines.  Fair to say?

MR. WOOLF:  Yes

MS. DeMARCO:  And just very briefly, in the bottom graph, we have that peaking capacity, those gas facilities representing somewhere between 25 to 36 percent of energy on -- of energy on margin between the period of 2013 to 2032.  Fair to say?

That seems that seems to say what this is presenting, yes.  If it helps, I could just make a quick point, which is that our recommendations regarding gas and electric coordination were not driven so much by this or our understanding of this; it was driven by our understanding of the directives from the Minister about maximizing all cost-effective efficiency in both sectors.

MS. DeMARCO:  That's a really important distinction, and I think you've just gotten what I'd like to get to, and that is really focused about the coordination at the distribution level.  That directive is focused at electricity distribution, gas distribution coordination.  Is that fair?

MR. WOOLF:  It's my understanding that the CDM programs in Ontario are delivered by the local distribution companies, if that's what you mean.

MS. DeMARCO:  Yes.  So the focus of it is predominantly gas distribution and electricity distribution coordination in your recommendations?

MR. WOOLF:  Yes.

MS. DeMARCO:  Not electricity generation?

MR. WOOLF:  That's correct.  In all states' jurisdictions, oftentimes it is deliver the -- local distribution company that delivers the measures with the intent of not only saving their own cost, but also saving generation costs and peak costs and generator energy costs.

MS. DeMARCO:  Thank you.  And so if I could ask you to go just generally to the second housekeeping measure.  I understand that you weren't able to attend at the technical conference, Mr. Woolf.

MR. WOOLF:  That's correct.

MS. DeMARCO:  And given your expertise and your credibility with the this Board, your counsel is rightfully concerned that you have an opportunity to understand the answers that were given, and, in particular, there was an undertaking relating to you assuring that your expertise was reflected in that.  Is that fair?

MR. WOOLF:  That is fair to say, yes.

MS. DeMARCO:  Okay.  And you have no reason to disagree with anything that was said at the technical conference?

MR. WOOLF:  No.  I discussed with my staff afterwards how it went and any issues, and my impression from them was that everything they said I would agree with.

MS. DeMARCO:  Thank you.  And so in relation to some of the matters that were spoken to at the technical conference -- and this again relates to page 84 of your evidence and page 45 of the transcript.  I've got that in my compendium of materials if you'd like to bring it up.  It is K9.4, tab 16, starting at page 45.

MR. WOOLF:  Just to clarify, the compendium you gave me only has the slide deck and that's all.

MS. DeMARCO:  Sorry.  It's the prior compendium that we had submitted.  So it's K9.4 of our compendium materials.  It was originally prepared for OSEA and GEC.

MS. LONG:  We'll get that up on the screen for you.

MR. WOOLF:  Thank you.

MS. DeMARCO:  Just while that's happening, I'll just set up where I'm going.  It is very specifically in relation to your page 84 recommendations pertaining to Union, specifically that the program be, effectively, mandatory if it -- if the recommendations meet certain criteria.

So, again, that was tab 16, starting at page 45 -- sorry, page 45 of the transcript.  It's very near the end of the materials.

MS. LONG:  And Ms. DeMarco, this transcript is from the technical conference?

MS. DeMARCO:  Technical conference.

MR. WOOLF:  I'm hoping to see it on the screen.  I haven't seen it yet.

MS. DeMARCO:  I'm sorry, I haven't got these enumerated sequentially.

MS. LONG:  I think it's coming.

MS. DUFF:  And it is 145 of the transcript, if you're going to...

MS. DeMARCO:  This...

MR. WOOLF:  Page 145?

MS. DeMARCO:  It is page 45 of the transcript of August --


MR. WOOLF:  I have it in two forms now.

MS. DeMARCO:  -- 18th.  Sorry, tab 15, page -- we estimate it's at about page 220 overall.  This is right, yes, thank you.

And about two-thirds of the way down the page, I understood Ms. Napoleon to qualify a number of your recommendations.  Specifically we had asked Ms. Napoleon whether she had an idea as to whether or not mandatory energy-efficiency recommendations and mandating implementation would be permitted under the contracts, and she elaborated on your view, your term, "consider", and specifically said that:
"Various factors should be considered and whether the requirement would be applicable to all customer classes is one of the factors that should be considered."

Do you see that?

MR. WOOLF:  I do, but I need to know what the requirement is here.

MS. DeMARCO:  I'm sorry, the requirement?

MR. WOOLF:  So there is a term here on line 23 whether the requirement would be applicable to all customer classes.  I don't know what "the requirement" refers to.

MS. DeMARCO:  We were referring very specifically to your recommendations regarding mandatory implementation of measures that meet certain conditions.

This is recommendation 1 on your page 84 of your evidence.

MR. WOOLF:  So I don't read recommendation 1 to say "mandatory", and my colleague, Mr. Takahashi, tells me that in response to -- there is a questioning -- the word "consider" was introduced to clarify that that's what was intended here.  So you are asking me to confirm that?  And that's my understanding, and I agree with that.

MS. DeMARCO:  Thank you, and in fact, in the U.S. you've confirmed that mandatory DSM and CRM measures are not in fact required of electricity generators in many jurisdictions; is that fair?  That's at page 52 of that same transcript --


MR. WOOLF:  So this particular recommendation is just for the gas utilities.  Okay, so it doesn't necessarily -- it could apply to electric as well, but it doesn't necessarily, just one point.

Then could you repeat your question?

MS. DeMARCO:  In the U.S. you've confirmed that a number of mandatory or DSM and CRM measures specifically do not apply to electricity generators.

MR. WOOLF:  Oh.  That's correct, to electricity generators, I don't know of any mandatory efficiency programs that apply to them.

MS. DeMARCO:  And I very much appreciated your qualification and your answers to Mr. Elson about the term "cost-effective", and very specifically, I believe -- I've got it written here -- that you stated:

"Cost-effective as defined by the utility in this context."

Is that fair?

MR. WOOLF:  Yes.

MS. DeMARCO:  And there are a number of factors that you'd want to consider in the context of what is cost-effective; is that right?

MR. WOOLF:  Well, by that comment what I meant was that in the regulatory setting there are, first of all, several ways to define "cost-effective", but in this case it's been defined as a total resource cost test.  Customers and end-use customers may have a very different sense of what's cost-effective.  I meant to distinguish those two points of view.

MS. DeMARCO:  And if we were looking at broadly cost-effective to affected stakeholders, capital stock turnover conditions would be very relevant.

MR. WOOLF:  As to whether it's cost-effective from the customer's perspective?

MS. DeMARCO:  That's right.

MR. WOOLF:  Oh, yes.

MS. DeMARCO:  And in particular contractual requirements, whether they were going to face penalties, that would be very relevant to what's cost-effective, fair?

MR. WOOLF:  Oh, yes.

MS. DeMARCO:  And similarly, their obligations contractually, legally, or otherwise to equipment suppliers would be very relevant to what's cost-effective, fair?

MR. WOOLF:  Yes, and if I may, you've actually landed on one of the reasons why it is so important to have utility programs, because a lot of people will argue, well, if it's so cost-effective customers will do it anyways, and customers have a very different set of constraints and perspectives on what's cost-effective than the utility, and so there is this huge gap between the two perspectives, and the -- one of the goals of the utility program is to bridge that gap --


[Reporter appeals]

MR. WOOLF:  Sorry, one of -- one of -- one of the goals of the utility program is to bridge that gap so that in the end the customers will adopt measures that are cost-effective from the utility in the ratepayer perspective.

MS. DeMARCO:  Is it your view that the utility program has the ability to trump contractual requirements?

MR. WOOLF:  No.

MS. DeMARCO:  And so certainly cost-effective may also include consideration of what they can do, what the end-use customer can do under legal service agreements, including maintenance agreements; fair?

MR. WOOLF:  Yeah, there is actually a standard terminology there where there's -- and technical potential studies do this, where they look at the total technical potential, then they look at what's economic, and then they look at what's feasible, and so you're getting into the feasibility issue.

MS. DeMARCO:  And legally defensible as well.

MR. WOOLF:  Yes, that's a matter of feasibility, yes.

MS. DeMARCO:  And we'd layer on to that now what's feasible, in terms of carbon and climate change, legislative requirements, particularly in California; fair?

MR. WOOLF:  What's most relevant is what the requirements are in Ontario, and I understand that for California standards -- irrelevant here now, but, yes.

MS. DeMARCO:  Thank you, and then in relation to your discussion with Mr. Elson, you'd also want to consider whether or not the end-use customer, the final customer in the chain of value, felt that it was cost-effective and/or burdensome; wouldn't that be fair?

MR. WOOLF:  Yes, for participation in the program, yes.

MS. DeMARCO:  And part of that consideration would be whether or not you could pass through those costs?

MR. WOOLF:  Define "pass through those costs"?

MS. DeMARCO:  Say, for example, whether or not an electricity generator could pass through those costs to electricity consumers?

MR. WOOLF:  That would be a consideration of -- that customer would have to factor into what's in their interest, yes.

MS. DeMARCO:  And that wasn't within the scope of what you looked at in this context.

MR. WOOLF:  No.

MS. DeMARCO:  Thank you.

And in particular in relation to some of the factors that you did look at, you and Mr. Elson discussed quite particularly barriers to direct implementation of energy-efficiency measures, but also fair to say that there are a number of direct incentives for electricity customers?

MR. WOOLF:  Yes.

MS. DeMARCO:  And we spoke to them -- I'm not going to take you through them in detail, but just for your reference, at L.OEB.Staff.1 -- sorry, at M.Staff.APPrO.3E we walked through in a response to interrogatories a number of those measures which would push or incent an end-use customer to directly implement energy-efficiency measures, and you'd agree with those.

MR. WOOLF:  You'd have to tell me what's in that reference, because I'm not -- is it --


MS. DeMARCO:  Maybe we can pull it up.  It's --


MR. WOOLF:  That would help me.

MS. DeMARCO:  -- Exhibit M.Staff.APPrO.3.

MR. WOOLF:  Okay.

MS. DeMARCO:  At page 1 --


MR. WOOLF:  Ah.

MS. DeMARCO:  -- of 2.  And if you just scroll down there is a direct list of a small smattering of features that would incent direct energy efficiencies.

MR. WOOLF:  Yes.

MS. DeMARCO:  And I believe in your response to the interrogatory you indicated that you are familiar with all of them as in fact being incentives; is that fair?  But you weren't familiar with the first jurisdictional carbon -- deliver carbon requirements?

MR. WOOLF:  Yes.

MS. DeMARCO:  Thank you.

So can I ask you to turn to Mr. Elson's material, in particular the Exhibit K10.1, and you are speaking very directly to a number of features regarding the barriers to efficiency in Ontario, and I'm now at page -- I believe it's 131 of the report.

And on the right-hand side, under the heading "energy efficiency" --


MR. WOOLF:  I'm sorry, page 131 of --


MS. DeMARCO:  Mr. Elson's report.  It is at tab 12.

MR. WOOLF:  Oh.  Environmental Defence?

MS. DeMARCO:  K10.1.

MS. LONG:  Ms. DeMarco, just while Mr. Woolf is finding that reference, you have five minutes left.

MS. DeMARCO:  I will not need that full five minutes.

MS. LONG:  Okay.

MR. WOOLF:  I'm in tab 12.

MS. DeMARCO:  And at page 131 of the Mowat report that he provides therein.

MR. WOOLF:  Yes.

MS. DeMARCO:  Under the right-hand column, entitled "Energy Efficiency."

MR. WOOLF:  Yes.

MS. DeMARCO:  First full paragraph.  The last sentence, it indicates that:
"In other words, the data suggests that, in general, Ontario's manufacturing sector uses energy and water more efficiently than industries in other Canadian provinces."

You've got no reason to disagree with that?

MR. WOOLF:  I have no reason to disagree with that.

MS. DeMARCO:  And then moving on in that report to pages 132 and 133, specifically Figures 29 and 30.

MR. WOOLF:  Yes.

MS. DeMARCO:  We show there comparative electricity pricing, and going on to specifically Figure 30, fair to say that Ontario's electricity prices are much higher than their relevant U.S. peers?

MR. WOOLF:  It's in this chart.  That's what it appear to say, yes.

MS. DeMARCO:  And the data below indicates 10.9 cents per kilowatt hour in Ontario.

MR. WOOLF:  In 2012, yes.

MS. DeMARCO:  And 5.9 cents in Ohio?  This is Figure 31.


MR. WOOLF:  Yes.

MS. DeMARCO:  And 7.4 cents in the U.S. peer average?

MR. WOOLF:  Yes, 7.2 in 2012.

MS. DeMARCO:  So we're at least 3.5 cents higher than the U.S. competing peer jurisdictions.  Fair to say?

MR. WOOLF:  That's fair to say.  I don't know how the peers were defined, but that's what this indicates, yes.

MS. DeMARCO:  Okay.  And back up to the chart that Mr. Elson referred you to, which was, in particular, the listings of the subsectors.  This is Figure 28.  Your conclusion was drawn relating to Union having difficulty meeting its DSM target if its industrial program was cancelled in relation to broadly industrial sectors.  Fair to say?

MR. WOOLF:  When you say my conclusion, which one?

MS. DeMARCO:  That Union would have difficulties meeting its target if it cancelled the programs?

MR. WOOLF:  I don't think we said they would have difficulty meeting its target.

MS. DeMARCO:  Maybe I've got that wrong, but in response to your comment to Mr. Elson, I've got you saying -- Mr. Elson asking:
"Union can't achieve DSM if large volume program is cancelled."

MR. WOOLF:  He said, "Would it be difficult for them to achieve all cost-effective efficiency, that particular target?"  And I would say, yes, that appears to be difficult to meet without that large volume program.

MS. DeMARCO:  And fair to say you didn't assess that with electricity generators not included in the program?

MR. WOOLF:  I did not, no.

MS. DeMARCO:  And fair to say it in the chart that Mr. Elson showed you at Figure 28, electricity generators are not included in the Canadian manufacturing industries considered?

MR. WOOLF:  I would accept that, subject to check.

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

MS. LONG:  Thank you, Ms. DeMarco.

We are going to take our afternoon break.  We will be back at 25 to four, and I don't know who will be go first between you, Mr. O'Leary and Mr. Smith, but you can decide amongst yourselves.  Thank you.
--- Recess taken at 3:19 p.m.

--- On resuming at 3:37 p.m.

MS. LONG:  Mr. Smith, I understand you're going first?


MR. SMITH:  Yes, Madam Chair.


MS. LONG:  Thank you.
Cross-Examination by Mr. Smith:

MR. SMITH:  Good afternoon, Panel.  We've prepared a compendium.  Could we mark it as an exhibit?


MR. MILLAR:  K12.6.
EXHIBIT NO. K12.6:  CROSS-EXAMINATION COMPENDIUM OF UNION GAS COMPENDIUM FOR OEB STAFF PANEL 1


MR. SMITH:  Thank you.


So Panel, I'm Alex Smith, counsel for Union Gas.  I have a few questions on my first topic, which is the application of input assumptions for the purpose of determining incentive earnings.


And in connection with that I'd ask you to turn to page 5 of the compendium.  And the page numbers are in the top right corner.  Do you have that?


MR. WOOLF:  Yes.


MR. SMITH:  Thank you, so this is a decision of this Board in the DSM generic proceeding from 2006.  And I'd now just ask you to turn to page 8 of the compendium, which is several pages into the decision.  And I'm just going to read from the top of page 8.  It says:

"The Board is satisfied that the financial package proposal sets reasonable TRC targets for the utilities.  The Board notes that the formula used to derive the targets in years 2 and 3 of the plan is self-adjusting to account for actual performance in the previous year.  The Board finds this formula to be preferable for setting the targets for all three years in advance."

And my question is whether -- were you aware of this decision when you drafted your report?


MR. WOOLF:  No.


MR. SMITH:  Thank you.


I have a few questions on targeted adjustment mechanism.  That's my second topic.  And in that connection I'd ask you to turn to page 30 of my compendium.


MR. WOOLF:  Yes.


MR. SMITH:  Thank you.  So this is also from the 2006 generic proceeding that we just looked at.  You will see at the bottom of the page that it references a formula in what they call issue 1.4.  That's a reference to a different section of the report, and I apologize for making you turn around a little bit, but if you could now just turn to page 6, and we're going to look at 1.4 -- issue 1.4.


Here's the formula, which is what the Board approved for use during the 2007 to 2011 period.  I'm not going to ask you to parse it.  I'm just going to ask whether you were aware that Union used a formulaic approach for setting scorecard targets during the 2007 to 2011 period in accordance with this.


MR. WOOLF:  During that period, no, I wasn't aware of what they were doing.


MR. SMITH:  Okay, thanks.


I'd now ask you to turn to page 9 of the compendium.  What this is is the settlement agreement for the 2012-2014 DSM plan.


Have you reviewed this settlement agreement or the excerpts included here?


MR. WOOLF:  I have not.


MR. SMITH:  Okay.  That's fine.  Are you aware that it was agreed to by the parties and approved by the Board?


MR. WOOLF:  I am aware of that, yes.


MR. SMITH:  Thank you.  Are you aware that as a result of this Board-approved settlement Union used a formulaic approach for setting scorecard targets under the 2012-2014 DSM plan?


MR. WOOLF:  Yes, consistent with what they're proposing in this docket.


MR. SMITH:  Thanks.  And then if we just go a few pages over to page 16, and everybody will recognize this.  It's from the framework, and it's the part of the framework that addresses DSM activities in 2015, and it says, and I quote:

"The gas utilities should roll forward their 2014 DSM plans, including all programs and parameters (i.e. budget, targets, incentive structure) in 2015."

Do you see that?


MR. WOOLF:  Yes.


MR. SMITH:  And so it appears from what I've taken you through that Union has been applying a Board-approved formulaic approach for a decade; isn't that right?


MR. WOOLF:  If the years are correct, I guess that's ten years, yes.


MR. SMITH:  Thanks very much.


I'd like to move on to my third topic now, and that is the reasonableness of Union's targets, and I'm going to ask you to turn to page 35 of the compendium.


You will recognize this.  This is an undertaking response prepared by you; correct?


MR. WOOLF:  Yes, it is.


MR. SMITH:  Thank you.  And at the end of the first paragraph there's a comparison with Massachusetts; correct?


MR. WOOLF:  Yes.


MR. SMITH:  And if we just go over the page, the last page of our compendium, page 36, this is another -- this is from another undertaking response.  It was prepared by Mr. Neme.  You can see that, bottom left corner.


And if you look at the table, halfway down the table is a row indicating total DSM spending by state in 2014; do you see that?


MR. WOOLF:  I do.


MR. SMITH:  Okay, and so if we go over one to MA, that's indicative of Massachusetts, and what that tells us, I think, is that Massachusetts spent $171,096,074 on DSM in 2014.  Do you have any reason to doubt the accuracy of the number -- that number from Mr. Neme's table?


MR. WOOLF:  I do not, but just to be clear, you referred to the last sentence in our response, first full paragraph.  There we're referring to savings as a percent of sales, and that metric normalizes for different size states and jurisdictions.


MR. SMITH:  Sure, I'm just focused on the fact that it's Massachusetts for -- I totally accept that qualification.  And I'll ask you, will you take it, subject to check, that that number of $171,096,074 that I just quoted to you works out to a cost per m-cubed of over 15 cents, as opposed to Union's cost per m-cubed of approximately 5 cents?


MR. WOOLF:  I would accept that, subject to check, yes.


MR. SMITH:  Thank you.  And now I'd like to move to a document that we circulated earlier today, and it looks like this.  And I believe the Panel and the witness panel have copies.  I'll just explain this before I ask that it be marked as an exhibit.


On direct examination, Mr. Woolf, yesterday, you made a comment about believing payback for CDM being about a year, or words to that effect; do you recall that?


MR. WOOLF:  Yes, yes.


MR. SMITH:  Thanks.  So I asked Board Staff to provide a reference for that, and they sent us over this report this morning, and so we excerpt two pages and circulated it to the parties, and I just have a couple quick questions on it, and I'd like to mark it as an exhibit if I may, Madam Chair.


MR. MILLAR:  Madam Chair, it will be Exhibit K12.7, and it's a document from the IESO on the industrial accelerator program.
EXHIBIT NO. K12.7:  DOCUMENT FROM THE IESO ON THE INDUSTRIAL ACCELERATOR PROGRAM.


MS. LONG:  Could you explain to me, Mr. Smith, what this is?


MR. SMITH:  Sure, so as I mentioned, yesterday Mr. Woolf made a reference to CDM and payback within a year, and the sole purpose of putting this before the witness -- the sole purpose of asking for it and putting it before the witness is to contextualize his evidence on that point.  It is a very small point.


MR. MILLAR:  If I can assist, Madam Chair, Mr. Smith contacted me last night and asked the source for Mr. Woolf's statement.  I asked Mr. Woolf.  He gave me this.  I gave it to Mr. --


MS. LONG:  Okay.  I'm just trying to better understand what it is.  I appreciate that --


MR. WOOLF:  Perhaps it might help if I explain that.  This is in the context of preventing or mitigating free-ridership.


MR. SMITH:  And I'm not going to take very long on this.

MS. LONG:  No, please continue.  I'm interested to hear the point.

MR. SMITH:  My question relates to the first page of the text of the report, which is the second page of the exhibit, and it's under .1.6, "Project Incentive," (a)(i).  Are you familiar or have you had an opportunity to look at that highlighted text?

MR. WOOLF:  I see it, yes.

MR. SMITH:  Thank you.  And would you agree that in -- that the payback here relates to a single program?

MR. WOOLF:  This is a single program, yes, the write-up for it.

MR. SMITH:  Okay.  And would you agree that the program incents up to 70 percent of a capital project to get down to a payback period of one year?

MR. WOOLF:  Yes.  Yes, I would agree.

MR. SMITH:  Thank you.  And my only question in respect of that is as follows:  Are you aware of any programs that Union has provided that are comparable to this incentive?

MR. WOOLF:  I have not reviewed in detail the large volume programs that were offered prior to this case, so I don't know how comparable it is to this incentive.

MR. SMITH:  Subject to check, would you accept that none of them offer a 70 percent?

MR. WOOLF:  Subject to check, yes.

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

MS. LONG:  Thank you, Mr. Smith.

Mr. O'Leary.
Cross-Examination by Mr. O'Leary:


MR. O'LEARY:  Thank you, Madam Chair.

Mr. Woolf, Mr. Takahashi, my name is Dennis O'Leary, and I'm counsel for Enbridge Gas Distribution.  I doubt that I can be equally as brief as my friend down the aisle here, but I will try.  I can start by advising -- I likely have only one question that is directly program related, and it arises out of some questions by Dr. Higgin on behalf of Energy Probe and relates to My Home Health Record, and I think, Mr. Woolf, you identified this at pages 71 and 72 of your report as being an area where you might see some reduction in the budget.

MR. WOOLF:  Yes.

MR. O'LEARY:  If you'll recall.  Yes.  And I was just wondering:  Are you aware that, in respect of this program, a material portion of the cost of the program is the postage that's involved?

MR. WOOLF:  I'm aware that's a big part of it.

MR. O'LEARY:  All right.  And then in your report you actually compared for the purposes of providing some sort of a comparator of what other utilities have done, you have made reference to what we've been told is the leading state or one of the leading jurisdictions, which is Massachusetts, and you've indicated that, in their budget, they've got approximately, in Canadian dollars, $3.9 million for a somewhat similar program.

MR. WOOLF:  I believe that's the number, yes.

MR. O'LEARY:  Yes, it is.  We can go there, but I don't think you need to go there.  I was just wondering if you're aware of the differences between the population of Ontario and the population of Massachusetts.  If I was to advise you that the population of Ontario was a little better than twice that of Massachusetts, would you accept that subject to check?

MR. WOOLF:  Sure.

MR. O'LEARY:  All right.  And if we were to combine the actual budgets of both Union Gas and Enbridge in respect of this type of program, my math puts it at a little bit better than double what Massachusetts programs are, so all I wanted was your comment on whether, if that's the case, would you agree that it does not appear that the budgets then are really out of line with what Massachusetts is doing?

MR. WOOLF:  If I recall, I'm not sure it was in the report or afterwards.  We checked the proportion of the total residential budgets that were dedicated to this program relative to other states, and I think Massachusetts, and that was one of the indicators suggesting it was receiving more attention than warranted.

MR. O'LEARY:  And I understand that.  And I think that my friend just took you to the actual expenditures in the state of Massachusetts, and it's $171 million, which is more than double of the budget, both Union and Enbridge for 2015?

MR. WOOLF:  For gas, yes.

MR. O'LEARY:  Yes.  Okay.  So if I could, then, come to -- there's really two areas that I hope to address with you today, and the first is the issue of payback.  And you, of course, realise that Enbridge has a different suite of programs that it directs at its commercial-industrial customers than Union.  Fair?

MR. WOOLF:  Yes.  I'm aware of that, yes.

MR. O'LEARY:  And, initially, in your report, you were indicating that you thought that a payback period of one to three years might be appropriate, and you cited a number of jurisdictions.  Then I think you heard you yesterday in response to your counsel.  You were actually indicating a reduction down to just one year.  Is that fair?

MR. WOOLF:  Yes.  I feel like three years is on the long side; that that recommendation of one to three years was fairly general, and I would be more comfortable with a shorter one, yes.

MR. O'LEARY:  All right.  And I presume you are aware that in respect of Enbridge's custom industrial program that it has a prescriptive free-rider rate of 50 percent?

MR. WOOLF:  I was not aware of that.

MR. O'LEARY:  Okay.  And I don't believe you were here yesterday, but if you were, then certainly stop me, but Mr. Chris Neme was asked some questions by various parties about payback periods, and he advised us, if I can just paraphrase, that there is a bit of a policy decision that has to be made because there's a trade-off.


He confirmed that, in fact, if you did use a lower payback period that it would have a tendency to reduce certain free-riders and eliminate certain free-riders, but he also admitted and confirmed that, if you put into effect a free -- sorry, a payback period, you will then exclude certain customers that would not have been free-riders.  Do you accept that?

MR. WOOLF:  Absolutely.

MR. O'LEARY:  So it is a policy decision that the Board has to weigh the advantages and disadvantages of one versus the other?

MR. WOOLF:  Yes.

MR. O'LEARY:  And the evidence of the Enbridge witnesses, both orally and in the written evidence, is that they take a great deal of time and effort and deal directly with many of their commercial-industrial customers, and that they are the ones that actually identify for the customer various energy efficiency measures that they can implement.  Is that something that you've heard happening in other jurisdictions?

MR. WOOLF:  It's my understanding that that is what happens in most jurisdictions.  If I may, a 50 percent free-ridership rate, I think you would agree, is very high.  And at that level, multiple measures will probably be needed to understand just what's driving that and how to mitigate that.

MR. O'LEARY:  All right.  And we'll come to that in a second, but I just wanted to see if your understanding in other jurisdictions is consistent with what's occurring in Ontario.

And indeed we heard from the Enbridge witnesses that they have, in some instances, a personal relationship with their customers, and they indicated that that relationship might be prejudiced if, in fact, they were to spend some time and effort with the customer and were to point out to them that there was a particular energy efficiency initiative that they could undertake, and then they do the financial analysis, and it's determined that the payback period is less than one year, and by reason of this new threshold, they're told, sorry, you can't participate.

Would you accept their view that that might have a negative impact on their relationship with the customer?

MR. WOOLF:  I think that would have a negative impact, and I should say that a threshold like this should be used thoughtfully, mindfully, and it should be used, in some cases, as a benchmark.

Maybe there's -- there's examples of where, by working with -- directly with the customers, the company already knows their people, their personnel, what they're likely to do or not to do, and has a pretty good sense that this is not a free-rider.  So I think, as I said several times, there are many ways to address free-ridership, and working with very closely and understanding the particular customer is maybe one of the best ways.

MR. O'LEARY:  Well, thank you.  And I think that's --


MR. TAKAHASHI:  Can I add one thing also?


MR. O'LEARY:  Certainly.

MR. TAKAHASHI:  Okay.  So the customer -- so, if you provide technical assistance and then they find out that, you know, a range of measures, and some of which might have payback of less than one year, and the customer may have not known about that.  And if it's the payback of one year, they would be, maybe, you know, implement on their own without incentives, but, then for measures that have a longer payback, they would like to have incentive from utility, so there's a role of, you know, screening using a payback.

MR. O'LEARY:  I hear you.  Certainly anything can happen, but we are trying to ultimately determine from a policy perspective what is the best approach.

So I thought I heard you say earlier today, Mr. Woolf, that there may be some new energy measures that may become available in the next several years because of innovation and technology improvements.

MR. WOOLF:  Yes.

MR. O'LEARY:  All right.  And would it be fair to assume as well that there may be some innovative technologies which would become known to the utilities which, if they take forward to some of their commercial industrial customers might push them into that less-than-one-year payback period?

MR. WOOLF:  It's quite possible, yes.

MR. O'LEARY:  So, in effect, what that does is you are excluding customers from participating in an innovative, new program or technology; is that fair?

MR. WOOLF:  It is, although, you know, it's a -- it's a subtle balance, and if your representatives are working directly with customers and the customers are engaged and they understand, wow, this is money in the bank, this is, you know, a good thing for us, it may not be very difficult to encourage them to adopt a new measure with a one-year payback, so I think what we're struggling with is whether there needs to be hard and fast rules that are applied to every customer or whether there is some nuance that can be applied by your -- your executive officer or your account executives, and I'm suggesting that some nuance can be applied, but there is the balance where you didn't want to use ratepayer funds if you think that the customer can do it on their own.

MR. O'LEARY:  And turning now to the free-rider rate which we discussed, there is a prescriptive free-rider rate which is applicable to Enbridge, and if, in fact, the Board was to determine that there should be a payback period applied, I thought I heard you indicate earlier that there might be an element of double-counting if you, in fact, include a payback period and you exclude all of those customers with a payback period of less than one year and you still have a 50 percent free-rider rate which will ultimately prescriptively adjust the results, would it not be necessary then to undertake some sort of a study to determine what the free-rider rate should be reduced to if you implement the payback period?

You're shaking your head yes, Mr. Takahashi?  I thought you were going to answer me.

MR. WOOLF:  Yeah, I'd like to paraphrase the question so I understand it.

MR. O'LEARY:  Certainly.

MR. WOOLF:  So you're suggesting that in the -- with the knowledge that there is a 50 percent free-ridership rate, that that knowledge is used to set the net-to-gross ratio in the program planning.

MR. O'LEARY:  Currently that's the case.

MR. WOOLF:  Yes, and that in doing that, if you were then to add a policy such as free-ridership threshold, then --


MR. O'LEARY:  Sorry, a payback period of one year --


MR. WOOLF:  I'm sorry, a payback period, then there might be a mismatch between what's assumed as the free-ridership rate and what happens in practice because of your -- and I would say that that's -- that would be a consideration in your setting the net-to-gross ratio, right?  You'd want that to be done sort of together, so that when you are making that assumption about the ratio, you have a good sense of how your program might mitigate free-ridership.

MR. O'LEARY:  Agreed, and so that's where I'm going, is that you understand currently that the plans that have been filed with the Board are based on certain prescriptive inputs, including the free-rider rate.

MR. WOOLF:  Yes.

MR. O'LEARY:  If you then apply going forward a one-year payback period, you are going to have to do some sort of adjusting because that payback period will now pull out of the results the actual customers that were not actual free-riders, and so you've got to make an adjustment for that; fair enough?

MR. WOOLF:  Well, what will happen is in experience -- in practice I would expect there to be less free-riders than was planned, yes, but that happens often.

MR. O'LEARY:  But my question is if the Board was to say to the utilities that you now have to apply a payback period of one, three years, whatever the figure is now, would you agree that the utilities will need some time then to adjust their targets and budgets to reflect the new payback period, and that there will need to be some time to study the impact on the free-rider rate so that going forward we've got the right mix?

MR. WOOLF:  I would say that you -- well, a couple of things.  Minimizing free-ridership is just a good goal.  I think we would all agree.  And we wouldn't want to not implement measures to do that because we've got a rigid plan in place, and so if we think there's a particular development or practice such as a payback period that could mitigate free-ridership, I would be reluctant to say we can't do it because of our plan, but what you're getting at is, if we were to do it, how does it affect the plan.

MR. O'LEARY:  Yes.

MR. WOOLF:  And there is -- you know, this is an issue that -- in fact, we discuss about it in -- we discuss it in our report -- of a frequently occurring difference between what's planned and what happens in practice, and there are protocols for how to treat that, and I think maybe -- this is a little different, in that you're suggesting that the particular policy recommended by us and the Board would lead -- knowingly lead to a difference between planned and actual.  And I'm not convinced that that, even though it's done knowingly, requires different protocols for how you treat it.

MR. O'LEARY:  Simply trying to determine if a utility which has set its plans going forward on the basis of certain prescriptive measures and you bring in a payback period that could have the impact of reducing the prescriptive free-rider rate down to 20 percent from 50, that that is something that surely the utility needs to know for the purposes of developing their targets going forward.

MR. WOOLF:  Oh, yes, they need to know that.

MR. O'LEARY:  If I could then move on to another area then, to the shareholder incentive and the adjustment mechanism, could I understand first of all what is your view as to the -- see if you agree with it, because I don't believe this is contentious -- what is the purpose of a shareholder incentive, and it's always been our understanding that the purpose is to incent the utility to achieve aggressive but attainable results from their DSM programs; is that a fair definition?

MR. WOOLF:  Yes, and to implement and design the program in a way that's as effective as possible.

MR. O'LEARY:  Sure.  And I think yesterday you stated  in response to some questions by your counsel that the shareholder incentive should not be treated as a certainty by a utility.  That I think...

MR. WOOLF:  The target amount that is provided, it shouldn't be a certainty, but the incentive itself, the mechanism, yeah.

MR. O'LEARY:  Sure, no, the mechanism exists, but that there is no certainty of achieving the actual amount, but you would agree with me that the intent is that the incentive is not a mirage, that it would be something that if do you achieve the targets that you have set so you've had a successful program year that you would earn that incentive?

MR. WOOLF:  Yes.

MR. O'LEARY:  Failing which, if an incentive is set and you believe that you've achieved that incentive and the incentive is taken away after-the-fact, would you agree with me that that would act as a disincentive to the utility for future efforts?

MR. WOOLF:  I would agree that it would encourage the utility to do what it can to mitigate that outcome.  That's, you know -- that's one of the implications of what we've recommended.

MR. O'LEARY:  And perhaps this is jumping ahead a bit, but when you say you would encourage the utility to mitigate that outcome, if the outcome is something that only occurs after the program year has been completed, how do you mitigate for that?

MR. WOOLF:  Well, by mitigating for that, I mean, the utility would be encouraged to adopt measures and assumptions for those measures that reflect free-ridership, net-to-gross ratios, as best as they can.

MR. O'LEARY:  Certainly, and let's just assume, take it as a hypothetical, that that's just what the utilities have done, and you may be aware that in Ontario we have a new environmental advisory committee that's overseen by the Board, and Mr. Neme confirmed it yesterday, to the extent that he can, he's going to make sure that the best available information is going to become and made available to the utilities as quickly as possible.

MR. WOOLF:  Yes.

MR. O'LEARY:  All right, so in this assumption the utilities have the best available information, they develop their plans and create targets based upon the best available information.  Let's just use this year for example.

The year is completed, they have met their target at 100 percent, and at some point during the 2016 year it's determined that there is a new net-to-gross study or some other study of relevance that is going to adjust the various measures at some -- to some extent.  Let's assume it's a material extent.  And what you're suggesting is that should be applied retroactively, and my question was simply this:  If something happens in 2016, how can a utility plan for or attempt to mitigate something that doesn't happen in the very year that they're undertaking the plan?

MR. WOOLF:  Well, they could.  We just had a long discussion about how utilities can mitigate free-ridership by working closely with its large industrial customers during the course of the year.

MR. O'LEARY:  Let's assume they're doing that.

MR. WOOLF:  Fair enough, so you're missing the other side of this coin, which is very important here, and which is partly driving our recommendation, which is the impact on customers.

So from their perspective, the company had a particular target to achieve, based upon input from all of us, and in the end all the savings weren't achieved, and so the company's allowed to recover the costs that they incurred to do that, but they've just given a slightly smaller incentive, because the goal wasn't met, because of something beyond the control of the utility maybe.

So I ask:  Is it fair for the customers to pay the utility a reward -- a shareholder incentive for a savings that doesn't occur?  And that's -- the answer to my -- I would answer that question by saying:  It's not necessarily fair, and that's a consideration I make when making this recommendation.

MR. O'LEARY:  All right.  So first of all, you said something slightly smaller.  It could be quite conceivable that it would be a large reduction in the incentive that the utility could earn.


MR. WOOLF:  And it could be an increase.


MR. O'LEARY:  Yes.  But we're talking about what is it the utility can do in the year of the plan to ultimately mitigate for the change down the road.  So let me just ask a couple of questions.


Madam Chair, we did produce a compendium that I didn't ask to have marked as an exhibit.  If I could get a number for that.


MR. MILLAR:  K12.8.

EXHIBIT NO. K12.8:  CROSS-EXAMINATION COMPENDIUM OF ENBRIDGE FOR OEB STAFF PANEL 1


MR. O'LEARY:  And if I could ask you, Mr. Woolf, to go to page 22 of that compendium, this may be the only page that we go to, but to give this some context, we have included some of the lead-up to this, but the Board retained the Concentric energy advisers back in 2010, and are you familiar with Mr. Jim Coyne and Concentric?


MR. WOOLF:  I'm familiar with the organization.  I don't know Mr. Coyne.


MR. O'LEARY:  Okay.  And they were asked to actually complete a fairly similar exercise to the one that you've completed here, and to no one's surprise, the issue of adjusting backwards was an issue that came up in that.


If I could turn to you what Concentric actually said.  It's at page 22, so it's under Question 52, about halfway down the page.  Count from the last paragraph.  The sixth line down begins with:

"Concentric clarifies that our intention was that the DSM input assumptions will be updated for the current and subsequent program years as a result of the annual evaluation reports for purposes of SSM.  They would not, however, be adjusted retrospectively for the prior program year that the evaluation report covered."

Then if you could go a couple -- four lines down, it reads:

"The SSM mechanism is designed to incent the utility for deploying DSM measures that meet targets set in advance with the full input of the utility, stakeholders, the Board, and its independent consultant."

Now, let me start, first of all, with that last sentence.  Would you agree that that is what's happening in Ontario, that the DSM measures are ultimately being compared against -- are ultimately being approved, and the targets are being approved by the Board stakeholders and the utilities?


MR. WOOLF:  Yes.


MR. O'LEARY:  All right.  And you will agree with me that what Concentric has said up above about not adjusting up retrospectively, that's consistent with what you found to be best practices; right?


MR. WOOLF:  Yes.


MR. O'LEARY:  All right.  And would you agree with me also that -- I don't know if you've listened or read the transcripts yesterday, but Chris Neme was also asked about this very issue, and he indicated that he also is of the view, consistent with the best practice that you've -- that you've identified, that it would be inappropriate in a shareholder incentive setting to retrospectively adjust for the new best available information.  Are you aware that he said that yesterday?

MR. WOOLF:  Yes.  I recall that he also distinguished between custom programs and prescriptive.


MR. O'LEARY:  Fair enough.

MR. WOOLF:  Yes.


MR. O'LEARY:  And he also confirmed that that position that he took yesterday was similar to his position he held in 2006 which was a position that helped inform the Board's determination and decision at the time, which my friend took you to.


MR. WOOLF:  Sure.  I wouldn't disagree.


MR. O'LEARY:  And then, if we go to -- if we could, Ms. Adams, go to page 119 of your report.


MR. WOOLF:  Yes.


MR. O'LEARY:  Right at the top.  Thank you.  Right under the heading "Best practices for regulatory reporting," your language is:

"Relevant literature consistently recommends that best practice with regard to regulatory reporting is to maintain the planned input assumptions at least for the savings on which performance incentives are based, especially with regard to free ridership and spillover impacts."

Then you go on to site an ACEEE study.


So you've now explained to the Board what the two positions are and the purpose, I think, which you agreed with me earlier of the shareholder incentive is to incent the utility; correct?

MR. WOOLF:  Oh, yes.


MR. O'LEARY:  And the other side of it is you believe that fairness to ratepayers is the other side of it.  In terms of the balancing of matters, would it not be fair to say that, to the extent that you disincent a utility by creating a mirage of an incentive on one hand and taking it away and that results in the utility not aggressively pursuing DSM in future, that there will be a negative impact on ratepayers because they will not be achieving the same savings results as they would have, if properly incented?

MR. WOOLF:  I disagree with the premise that this would turn the shareholder incentives into a mirage, first of all.  I think there's still a lot of clarity and certainty to the shareholder incentives.


I also think that, you know, these are seen as additional rewards, financial rewards, to the utility for going above and beyond what they might otherwise do.


I know a lot of consumer advocates feel like these shouldn't even exist; that the utilities should do a good job implementing energy efficiency on its own.


I am of the belief that incentives are very important, and they should exist, and they should be designed in a way that balances ratepayer interest with the utilities' interest.  And I also don't entirely agree that this particular recommendation we're making would disincent the utilities to achieve efficiency savings.


MR. O'LEARY:  Well, the fact that we've made it such an issue might suggest otherwise, but let me ask you just a couple more questions.  You've indicated, as I interpret your report, that one of the significant reasons for your recommendation is because you want to maintain regulatory certainty here or regulatory precedence here in Ontario; is that a fair statement?


MR. WOOLF:  Yes.


MR. O'LEARY:  All right.  And you've indicated that there are -- there's no basis that you are aware of for changing regulatory precedence.


MR. WOOLF:  So, yes, my point is -- I'll just put a finer twist on it -- is that there are times when it's appropriate to change regulatory precedent.  If there's evidence, if there's arguments that suggest that.


In this case, I don't -- I'm not aware of new evidence, new arguments, that have been presented by the utilities compared to what was presented to the Board before when it made this previous decision.  So in the absence of that, I haven't seen compelling evidence to change anything.


MR. O'LEARY:  Are you aware that there is a baseline boiler study that is being undertaken that will ultimately be produced and could have material impact on the baseline views for boilers which are part of many of the utilities programs?

MR. WOOLF:  I'm not.  But that very risk existed four years ago when the Board made its decision.  That's always been a risk in the industry.


MR. O'LEARY:  Well, except that this is a major study that's coming forward.  Are you aware of any major studies during the last framework?


MR. WOOLF:  In Ontario, no, but I've been aware of, over the years, many times new studies indicate very different savings.


MR. O'LEARY:  All right.  Perhaps another difference is the fact there is net to gross study being undertaken that will be out presumably in 2016 as well that didn't take place during the previous three-year framework.


MR. WOOLF:  I understand that, yes.


MR. O'LEARY:  All right.  And would another difference be the fact that this is a six-year plan, whereas the previous framework was two years with a one-year update?

MR. WOOLF:  Yes, I'm aware of that as well.


MR. O'LEARY:  So these are factors that the Board should consider at least the possibility towards changing the retroactive adjustment for input?


MR. WOOLF:  So you've raised an issue that hasn't been raised much, at least with me, on this, which is:  What happens with the Board order after this docket?


And it's come up in one way that I've addressed, which is we have a list of recommendations, and we encourage the utilities to go out there and consider them and to come back, and the boards are then fine on them.  And that goes to not just our recommendations, but several things.  So where I'm going is:  It seems to me that locking in all the assumptions through 2020 runs the risk of the plans becoming out of date towards the end of that period.


And I know this is an issue.  Jurisdictions have to kind of balance.  Sometimes they have one-year plans; sometimes they have five; sometimes, I think, three is more moderate.


So where I'm going with all of this explanation is that there may be a point in time -- I know there's a midterm review -- where that midterm review should update all of the savings assumptions based upon this new information, based upon these new studies, and at that point in time, the targets be reset, but going forward, the shareholder incentives continue to be based upon the most up-to-date available information at the time.


MR. O'LEARY:  Thank you, Madam Chair.  Those are our questions.


MS. LONG:  Thank you, Mr. O'Leary.  The Panel just has one question for you.
Questions by the Board:

MS. DUFF:  Mr. Woolf, it is just regarding your comment about participation rates and, in general, that higher participation rates will decrease the number of non-participants, simple enough.

If I turn to page 71 of your evidence, I just wanted to talk about the Home Health Record program of Enbridge, just as an example.  Now, in that program they are sending out reports to residential homeowners.  The number of participants versus a retrofit program is considerably larger.

MR. WOOLF:  Yes.

MS. DUFF:  Can you talk to me about -- or explain the difference between a participation rate in which a retrofit program has a cumulative cubic metre target versus a market transformation program which increases participation rates in context of that original comment that you made?

MR. WOOLF:  Yes, so I've got several points to make: In fact, I was asked earlier on about one of our first recommendations, which was to provide more information on participation, eligible -- eligibility and so forth, and the reason that's important is that the information about participation does vary by program.

So it's one thing to understand that, say, the home retrofit program served 10 percent of customers.  With that information you have a pretty good sense that a small number of customers have saved a lot of energy.  On the other hand, with a different kind of program like behavioural programs, you would have the participation defined differently.  The participation shouldn't be just anyone who received the mailing; it should be some customers who actively responded and demonstrated some behavioural change.

And in that case, the information you are provided is:  Oh, probably a lot more customers have participated, but their savings are a whole lot smaller.

Is there more to your question than that?

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

You did raise one more point.  You're talking about the eligible population and the participating population.  To me that sounds like a sizing of the potential and some targeting opportunities.

In your experience in other jurisdictions, instead of the broad category of residential, commercial, industrial, do you see some fine-tuning on that regarding more -- given certain marketing dollars spent we expect to achieve a higher participation because of targeting?

MR. WOOLF:  Yes, I would put it a little differently, which is that for each market sector -- and it's often for each program -- the eligible participants might be different.  One obvious example is new construction, just very different eligibility than all the residential population, and it's important to understand those and that they can be used in program design, and that's -- it's not just for trying to maximize participation rates and minimize sort of the rate impact effect. It is to understand how well customers are being served.


And what I found in my analyses where I've done this more for electric companies is that you can find that residential customers tend to be pretty well-served, you know, usually through broad-based programs like products and services and lighting, and it is slower and a longer slog to get all the home retrofits; but small commercial customers tend to be less well-served just in terms of the numbers of the customers who are served in that particular class of customers.


And so the reason I explained this is that the information can be very useful and it can be a guide to say, wait a second, this is an important sector that is just not getting the benefits that the others are.  Let's see what we can do to serve them better.

MS. LONG:  And just with respect to other jurisdictions, refining those definitions of target groups, do you see some sub-segmentation?  Can you give us an example?

MR. WOOLF:  Yes, so one of the things that I recommend, and it is remarkable how infrequently this is done, is that the first thing that utilities need to do is to define what participation means.  And there are several questions that come up in terms of eligibility, but also, you know, number of accounts or versus one customer, and, you know, participation across several years, a participation across different programs, you want to try to understand all that so you get a sense of how well customers are served.

With my introduction I've forgotten what your question was.

MS. DUFF:  No.  The other jurisdictions.

MR. WOOLF:  Oh.  So the other jurisdictions.  So I have made recommendations pretty much whenever this topic comes up, which is almost everywhere, is that the first thing that has to happen is the participation and the eligible customers have to be clearly defined and understood.

The next thing is a lot of times utilities say, "Oh, we don't have that data so we can't do this."  Well, the next thing is, get the data, and then with that you have a whole lot more information with regard to program design, how well customers are served, the rate impacts, and also even the shareholder incentives.

MS. DUFF:  And what type of data are they bringing in?

MR. WOOLF:  Well, a lot of utilities have a wealth of data regarding their efficiency programs in terms of measures and dollars and so forth, but they haven't parsed it out and organized it in a way that I've just described, where they can give -- I've asked this question many times, and they all say, "We don't have it."  You know, how do you define a participant?  How many eligible customers are there?  How many -- what was the participation rate of this program, this program, and they will say, "We don't have the data because we don't track it that way."  They might track it in different ways, they might not keep account of whether a customer participates in one or two programs.  They just -- they don't track it.

And in my mind, these days with data -- data sort of packages and processing the way it is, that's not a viable excuse.

MS. DUFF:  So the data mining was in the utilities' information that is available.  You are not talking about third sources, StatsCan, credit bureau data --


MR. WOOLF:  No, no, but I do understand that it might mean going out to, as they implement their programs, collect data they haven't collected in the past.  That's why, you know, you can't just come up with the data based on what they have now.  They may need -- and it may take years to get that data so we all have a complete picture of what participation is occurring.

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

MS. LONG:  Thank you, Mr. Woolf.

Mr. Millar, any redirect?

MR. MILLAR:  No.

MS. LONG:  Okay, then Mr. Woolf, Mr. Takahashi, thank you very much for your evidence.  You are excused.

MR. WOOLF:  Thank you.

MS. LONG:  So we have finished for today.  We will be back tomorrow morning -- I think we would like to meet at ten o'clock tomorrow morning to give the Panel some time to meet beforehand to go over our questions, and it is our expectation that we will be finished before noon -- or I should say lunch.  I don't know if we'll go a little past noon, but definitely before one o'clock.
--- Whereupon the hearing adjourned at 4:24 p.m.
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