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Friday, September 11, 2015
--- On commencing at 8:01 a.m.

MS. LONG:  Please be seated.


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


This morning we are here to hear the argument in-chief of the applicants, and I understand, Mr. Smith, you are going to start first?

Closing Argument by Mr. Smith:

MR. SMITH:  Thank you, Madam Chair.


We've prepared a compendium for this closing, and it is a little thick, but it is not going to hold us up, and we just thought it would be helpful to have everything that we need in one place.


MS. LONG:  Thank you.


MR. SMITH:  If I could just -- first of all, I guess we should have it marked as an exhibit.


MS. LONG:  We should.


MR. MILLAR:  K14.1.
EXHIBIT NO. K14.1:  UNION GAS COMPENDIUM.


MR. SMITH:  Thank you.  And then just turning to the table of contents, just so the Panel understands how the evidence is organized, we've done it by issues, so there are multiple pieces of evidence behind each tab, and if you look at the table of contents, you can see fairly clearly what the theme of each tab is, and I'll be proceeding through the issues in that manner.


MS. LONG:  Thank you.


MR. SMITH:  So starting at tab 1, this is the evidence on the approvals sought by Union.  It has been a bit of a long road, so it maybe makes sense to come back to the outset.  Union applies to this Board pursuant to section 36 of the OEB Act for an order effective January 1st of this year, approving Union's DSM plan for the years 2015 through 2020.


Union has prepared its six-year plan in accordance with the framework and the guidelines.  The plan incorporates and balances the Board's guiding principles and key priorities as set out in the framework.  It was informed by stakeholder consultation.  It includes a rollover of the 2014 plan parameters to 2015 per the Board's direction, and you will recall that Mr. Neme gave evidence that this rollover should be approved in light of the timing of where we are.


Under the plan, and consistent with the Board's direction, budget spending rises from 34 million in 2015 to 59.5 million by 2020, excluding inflation.  This includes approximately $6 million for a new tracking and reporting system.


Volumetric savings over the term of the plan are 8-billion lifetime cubic metres of natural gas.  Union anticipates achieving $1-billion in net TRC benefits.  Union's shareholder incentive cap will be 11 million in 2015 and 10.45 million annually commencing in 2016.


Union's shareholder incentive at the 100 percent target will be included in rates beginning in 2016.  There are new program offerings for all customers beyond 2015, including residential, low-income, commercial, industrial, and large volume.  The plan includes a commitment as well to coordinating with CDM per the Board's direction.


Now, extensive evidence has been filed and led in this proceeding, and extensive changes to Union's plan have been suggested by intervenors.  In Union's submission, the Board should be mindful of an important difference between the application submitted by Union and the proposed alternatives presented by the intervenors.


Union's plan is based on an attempt to balance competing policy considerations in accordance with the framework.  In contrast, each of the intervenors' proposed changes are driven by the policy considerations that are most important to them.


The intervenors have not had to concern themselves with striking a balance between competing priorities, while Union has.


While this hearing process has resulted in some refinements that will inform Union's intended implementation of the plan, it has not resulted in any changes to what Union is requesting from the Board.


And I won't take you there, but at page 2 of the compendium, behind tab 1, you have the list of what the -- what Union is applying for in this application.


I'd now like to address various elements of Union's plan in light of what the Board has heard in the course of this hearing, starting with what we say is a threshold issue, and that's the issue of the budget cap based on residential rate impacts of $2 per month on average.


So moving to that issue, our submission here is that the size of the budget is a threshold issue.  The size of Union's proposed budget has been contentious throughout this proceeding.


That's clear.  In Union's submission, the size of the budget is also a threshold issue because materially changing the budget may require a redesign of Union's plan.  The size of Union's proposed budget is based on the Board's guidance in the framework, and in our view, the best way to approach the issue of budget size is to consider the following issues in the following order.  There are three.


First, the budget guidance in the framework, which is based on residential rate impact.  Second, the importance of residential rate impact.  Third, Union's application of the framework guidance in setting the budget.


So I'll turn now to the first of those, the framework guidance.  In the framework, the Board provided guidance that the costs of impacts of DSM could be, and I quote, "in the order of double" what they had been for residential customers in the 2012 to 2014 period.


The framework calls this -- and again I'm quoting -- "the simple principle" that should determine the size of the DSM budget.  This is the example that there should be analogous impacts for other rate classes, and I won't take you there, but the relevant portion of the framework is at tab 2, page 4 of the compendium.


So in Union's view, this simple principle reflects a strong commitment to the province's Conservation First policy.  Union's submission on the budget guidance in the framework is that the $2 residential rate impact amount is the simple amount that it appears to be, $2.


Some intervenors disagree with Union's understanding of the budget guidance in the framework.  You will likely hear from certain intervenors that what the Board actually intended was that the $2 residential bill impact should be net of avoided cost savings resulting from DSM.


If that submission is made, the Board should reject it.  It is a tortured interpretation of the plain words of the framework that is obviously driven by a desire for more DSM spending and not by those plain words.


To the extent that intervenors dislike the budget guidance in the framework and want the Board to order a bigger budget, the principal thing to do would be for them to just say that the framework guidance is wrong or ill-informed or obsolete and that the Board can and should depart from it and order a bigger budget.


In Union's view, if intervenors make that submission, it should also be rejected, and the reason for that is because it's insensitive to the importance of rate impacts, and that's my second issue here, and I'm going to move to it now.


Rate impact is at the heart of the framework guidance on the size of Union's budget.  There is a good reason for this.  In general, the DSM budget is likely to result in bill increases of $1 per month for residential customers who do not participate in DSM.  And you will remember the reason for that is that we go from an impact of $1 to $2, so the difference is $1.


The framework guidance balances this important consideration, rate impact, with the need to expand DSM and push forward with the province's Conservation First policy.


Moving on to the third point, Union's application of the framework guidance.  Union accepted the Board's guidance and designed a budget based on the $2 maximum monthly residential rate impact.  As a direct result, under Union's plan, budget spending rises, as you've heard, from 34 million in 2015 to 59.5 million before inflation by 2020.  This is a significant budget increase.


The $2-based budget is the cornerstone of the plan that Union has built.  It was crucial to how we determined the program mix, and the evidence of that is at tab 2, pages 7 and 8, and throughout I'm -- when I refer to page numbers in the compendium, it's the stamped page numbers in the top right-hand corner.

And I'm looking on page 7, starting at line 18:
"When developing Union's DSM offerings and accompanying budget requirements, Union balanced the need to comply with the reasonable rate impact to all rate classes outlined by the Board, as stated above, and the need to achieve all cost-effective savings available within the program areas funded by these rate classes.  The result is a balanced budget that complies with the guidance on the residential rate class impact and is well within the rate impact guidance for all other rate classes while still achieving an overall cost-effective portfolio.  Union proposes a budget..."

And I'll stop there because the rest of it is familiar.

We've also provided some transcript evidence from the first day, Ms. Lynch's testimony on this point, at pages 11 and 12 of the compendium, but I won't take you there now.

So it's important for this Board to recognize that, if we had different budget guidance, there would be a different plan before you.  Remove that cornerstone, the budget amount, and you have altered the foundation of the plan.  Increasing the budget is not necessarily a simple matter of adding dollars to programs.  Material changes to the budget may require Union to make corresponding changes to other elements of the plan and present a new plan to the Board, as I've already mentioned.

Union submits that redesigning this six-year plan based on a budget that materially departs from the budget guidance in the framework is undesirable and will compromise the timely establishment of this -- and I'm repeating myself deliberately -- six-year plan.  The midterm review, which we will address later in our submissions, is there to deal with material changes during the first part of the term of the plan, the first term of the plan.

So, in conclusion, Union's position is that the Board should approve the budget as filed.

I'll move on now to the next topic at tab 3, which is the issue of Union's targets.  Our submission here is that Union's targets are appropriately based on a bottom-up approach.

The Board will recall that some intervenors and intervenor witnesses have taken issue with Union's targets.  Those who have done so have, without exception, suggested that Union's targets should be higher.  That's an easy thing for intervenors to assert, but the Board needs to keep in view Union's experience of delivering DSM programming since 1997.

Drawing on this experience, Union built an aggressive 100 percent target.  That's an important point.  The 100 percent target itself is aggressive, based on the budget guidance in the framework, and it's important to note that Union has no motivation other than to produce an accurate first-year target, given our proposed formulaic approach, which we'll be speaking about in due course.

So if we could, I'd like to go back briefly to our evidence on this at tab 3, and it starts at page 15 of the compendium, with Ms. Lynch's evidence on the first day of this hearing, which now feels like some time ago, and I'm starting at line 19 of page 15 where her evidence was:
"As far as the process that we use for developing our targets and budgets, we look to set out our annual and long-term targets based on a detailed analysis that was performed.  We performed it on a bottom-up approach, and it was based on our experience, program potential, and what we saw as the market opportunities in different areas.  This included building on the existing programs we have that have been successful as well as identifying and proposing new program offerings in the residential, low income, commercial industrial, and for our large volume customers.  Our approach was informed by the Board's framework and guidelines, which included the budget and rate impact guidance, as I've noted as well as the guiding principles and key priorities.  We then assessed the offerings we would propose, the expected savings we thought we could achieve with the budget required, and this was done through an iterative process to determine the plan that we now have before you.  The result is a balanced, cost-effective plan that does meet the budget guidance provided."

And over the page on page 17 of the compendium and 18, I won't take you through all of it, but in that part of our pre-filed evidence, we go through the three phases of our approach to target development, and the point to emphasize here is that this is a very involved process that Union has worked very hard at, drawing on its extensive experience, and we think it's important to be mindful of the application of that experience to what we've put before the Board in considering variations proposed to our targets by intervenors.

We've also included in the compendium behind this tab Board Staff's cross on bottom-up being the approach taken to the 100 percent target, and that's there because there is a good discussion about our approach at pages 21 to 28 of the compendium.  I won't take you through it, but it's there for your reference.

Union's bottom up approach to targets was informed by a jurisdictional review, and experiences in other jurisdictions can provide helpful guidance in setting appropriate targets.  As Mr. Neme pointed out, however, what is appropriate in one jurisdiction is not necessarily appropriate in another.  Comparisons to other jurisdictions have to be informed by the actual context of each jurisdiction.

And we've included at paragraph 31 -- or, sorry, rather, at page 31 of the compendium, the section of Mr. Neme's exchange with Member Duff on this point, starting at line 14 where he says:
"Well, I think you need to separate a couple of sets of differences that you just articulated.  One set of differences are policy differences over which the regulators and, to some degree, the utilities and all of the rest of us have some input and control over.
"The other set of differences are kind of, for want of a better term, endemic to the jurisdiction or to the utility.
"The mix of customers that they have is not something that you can modify.  I mean, it is what it is.  And if it is different from one place to another, you have to take that into account."

Union's bottom up approach to targets was informed by a contextually-sensitive jurisdictional review, and the evidence of that is at page 19 of the compendium.  I won't take you there, but it's there.  And Union submits that its targets should be approved as filed.

I'll now move on to tab 4, which is related to the issue of the upper band.  And Union's submission here is that the upper band of 125 percent that it has proposed, and not an upper band of 150 percent, is appropriate.

Union considered the Board's guidelines, but has not accepted that its upper band should be based on 150 percent of target.  Instead, Union's view is that an upper band of 125 is appropriate.  This is because Union believes three things:  The first is that an upper band should be difficult to achieve but achievable.  It should be within the realm of possibility.

The second is that Union's 100 percent target is already a truly aggressive target.  We designed that target and it's aggressive.

The third is that Union believes it has no hope of achieving its upper band at 150 percent with only a 15 percent overspend.

And it's important to note that in the last plan, which was for the 2012-2014 period, Union had an upper band based on the 125 percent target.  During the period of that plan, Union had only a 15 percent overspend, and it's important to note that Union never achieved the maximum shareholder incentive overall in any of 2012, 2013 or 2014.

But it's also important to note that the upper band worked.  It did its job.  During the period Union saw its upper band target as very challenging, but potentially achievable, and so Union went for it in each of 2012, 2013, and 2014.  Despite our best efforts, we didn't hit it, but we showed leadership, and the evidence on that is at page 36 of the compendium.

Union's view is that we are the only party that has a rationale for its position on where Union's upper band should be.  As I've said, it's Union position that an upper band of 150 percent is not appropriate, because Union believes there is no way we can hope to achieve 150.  We couldn't hit 125 in 2012 to 2014, so we believe it's not reasonable to hope to hit 150.  If a target is not realistic it will not get management attention within the utility, and you will recall Ms. Lynch's evidence on this point, which is at page 38 through 41 of the transcript -- or rather, of the compendium, and I'll start on page 40.  This was the redirect where I asked Ms. Lynch:
"So here's the first question:  If an upper band target is not reasonable, in Union's view, do you expect that Union's senior management will allocate resources to meeting that target?
"Ms. Lynch:  No, without a maximum shareholder incentive that is considered to be achievable, it will not have senior management attention.
"Me:  Okay.  Then will Union be able to achieve the maximum with the upper band at 150 percent with an overspend of 15 percent?
"Ms. Lynch:  No."


An unrealistic upper band incents mere compliance, while a realistic upper band incents leadership.  The Board should approve a realistic upper band.  Fostering leadership is the best way to create a culture of conservation.


Moving on to tab 5, the issue of the formulaic approach.  Our submission here is that the formulaic approach ensures aggressive and responsive targets.  So for 2015 Union continues to use its formulaic approach to target-setting for resource acquisition in large-volume scorecards based on 2014 cost-effectiveness.


This continues how the targets for these scorecards were set in the previous framework.  Our proposed approach to formulaic target-setting for resource acquisition and large volume for 2015 is set out at pages 42 to 46 of the compendium behind tab 5.


As we've already seen, Union built the 2016 targets bottom-up.  Union is proposing to use a formulaic approach to target-setting for 2017 through 2020 for resource acquisition and low-income scorecards, based on cost-effectiveness.  And that's as set out in pages 47 to 59 of the compendium.  I'm not going to take you through all of that, obviously, but it's there.


An important point is that this approach aligns with how Union has been setting targets in subsequent years of multi-year frameworks since 2006.


To quickly review the history on this we should look at first tab 5, page 63.  And this is just at the top of the page, the decision with reasons from 2006, and there this Board held that:

"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 two and three of the plan is self-adjusting to account for actual performance in the previous year.  The Board finds this formula to be preferable to setting the targets for all three years in advance."


This shows how the targets were set during that period, during the formulaic approach, and that evidence can be found at 65 through 69 behind tab 5.  And here again the large-volume and resource acquisition targets were set using, as I've said, a formulaic approach.


We've reviewed -- and that's for, sorry, the 2012 settlement, the 2012/2014 period.


So we reviewed all of this with the Synapse panel, as the Board may remember, and Mr. Woolf candidly acknowledged that he was not aware of this history when he prepared his report, and that's significant because, as you know, in that report he recommended that fixed targets should be used for twenty-seven (sic) to 2020.


We won't take you to that exchange with Mr. Woolf, but it is at pages 71 to 73 of the compendium, so that's the context for understanding what Mr. Woolf put in front of you, but now let's talk briefly about the merits and why Union disagrees with Synapse's recommendation that fixed targets should be used for 2017 to 2020.


And the evidence that's helpful on this point is at pages 75 to 76 of the compendium.  And I'll just talk you through it first: "While fixed targets are inflexible and inappropriate for a five-year plan, the formulaic approach creates target incentives that are appropriately responsive in the face of changing circumstances."


And if there is one thing we can be confident about, it's that circumstances are going to change.


For instance, by using a formulaic approach, if Union were to over-achieve target levels in any given year due to changes in market expectations, the targets for the following year would adjust upwards to reflect those market changes.


Alternatively, if Union were to significantly under-achieve the target levels in any given year due to market changes, Union's target would adjust downward to reflect those changes.  This could avoid a situation that causes Union to -- Union's focus to shift away from DSM activities because fixed inflexible targets have become unreasonable in light of changing circumstances, so in other words, too hard, or, which is also of concern, too easy.


If we look now at pages 75 and 76, this is an undertaking response to Board Staff, and at answer (a) we set out again our concern with fixed targets, saying that:

"Setting fixed targets for 2017 to 2020 based on current input assumptions and market expectations would not take into account changes that may occur over the course of the framework."


And then over the page at answer (f) we say:

"Union believes the 2016 targets have been aggressively set based on the Board's key priorities and guiding principles.  The formulaic approach for the subsequent years ensures that the targets remain aggressive by responding to market conditions.  This approach is responsive to changes in the marketplace and, to the extent Union is more cost-effective in achieving savings, it would be reflected through a higher target the following year."


And the last thing we have behind the tab is Mr. Dibaji's evidence on the point that this isn't from the guidelines.  This approach comes instead from Union's past practice, and I include it there for your ease of reference.


I'll move on to tab 6, and this is the issue of perspective input assumptions, which is an important issue of fairness for Union.  It is about fairness to utilities and ratepayers, and we say that perspective input assumptions assure fairness for utilities and ratepayers.


Union is proposing to apply input assumption changes to the upcoming program year rather than retroactively.  This approach has been criticized in this hearing.  Before getting into the basis for and details of Union's approach, we think it's important to note at the outset that Union's approach aligns with how over 81 percent of U.S. jurisdictions -- or, sorry, 81 percent of U.S. jurisdictions apply input assumption changes for the purposes of incentives; namely, on a go-forward basis only.


This is also the approach that has now been adopted in Massachusetts, which has been characterized in this hearing as a leading jurisdiction, if not the leading jurisdiction, in North America.


So the takeaway here is that Union's perspective approach to input assumptions is neither novel nor unconventional, and the evidence with respect to the 81 percent is in Union's pre-filed evidence at page 80, behind tab 6 of the compendium.


So I'll now speak about Union's approach to input assumptions.  Union takes the position that revised input assumptions should be applied on a prospective basis upon the completion of the evaluation findings.  Union is proposing this methodology for the purpose of shareholder incentives only.


For the purpose of LRAM, input assumption changes would be applied retroactively.  The reason it's appropriate to apply input assumption changes for incentives prospectively rather than retroactively is that it assures fairness for the utilities and ratepayers.


Ms. Lynch provided evidence of this on the first day of the hearing that is helpful on this matter of distinguishing the treatment of LRAM from the treatment of the incentive, and I'll just take you to that briefly.  It is at pages 85 and 86 of the compendium.

Starting at line 17, Mr. Miller said:
"Well, what's the rationale for applying the change in an input assumption to the LRAM but not the incentive?  What's the distinction there?"

Ms. Lynch:
"The important distinction for LRAM is that it's a lost revenue adjustment mechanism, so using the best available information accounts for what lost revenue you would've expected as a result of your program.  However, when you're looking at it from an incentive perspective, it is the equivalent of changing the goalpost."

That is the key phrase, the key metaphor from Union's perspective.
"So we could go through a program year based on assumptions and targets that have all been agreed to upfront, and a piece of information can come to us six months post that program year being completed after -- so when our audit is go being done, and we are told retroactively that our earnings would have changed as a result of something we could not have reasonably known at this at the time when we delivered the program."

So just to summarise this evidence again, Union confirms that LRAM would be impacted by input assumption changes.  Shareholder incentive would not be impacted, and the following year's target would be adjusted.

So this transcript excerpt that I took you to shows Union responding to Board Staff about why Union feels it's appropriate to change the process and why there's a difference between the treatment of LRAM and the shareholder incentive.  And, again, the fundamental point here is that changing the incentive is like changing the goalposts on the utility.

Now, it was Synapse's evidence that it's common practice to maintain planned input assumptions for the purpose of determining incentives and that this assures fairness.  Synapse also suggested that this encourages more innovative programming by reducing the utilities' perception of risk.

Union disagrees.  Contrary to Mr. Woolf's evidence that there is no risk associated with his proposed approach, There is (1) risk to the ratepayer, (2) risk of undermining certainty on which investors rely, and (3) -- and this is an important one -- risk to the incenting of innovative new programs.  And you have to try and see this from the utilities' perspective.

Mr. Woolf's approach makes innovation less attractive from the utilities' perspective.  And here's why:  If the input assumption is not going to carry through, then we are less likely to proceed with the potentially innovative program at all.  Who knows where the goalposts are going to be?  The concept of protecting the shareholder and ratepayers from the consequences of unforeseen changes is not new to this Board.  We think that that principle needs to be respected in this case.

I'll just briefly speak about Enbridge's TAF, and I'm not going to go into it.  I just want to make one thing clear and that's that Union's formulaic approach is not the same as Enbridge's TAF.  Enbridge's TAF incorporates changes based on input assumptions only and does not include changes to market expectations.  Union's formulaic approach should be understood on its own terms in the context of Union's plan and is separate and apart from TAF.  I won't take you through it, but on this distinction, please see the evidence of 867 and 97 of the compendium.

Union and Enbridge agreed to measuring achievement results based on the same input assumptions.  Union's approach is to not change target or results, which, in our view, is just simpler, just our preference.

Moving on to tab 7, avoided costs.  Union's submission here is that Union's methodology should not be changed because of the avoided cost evidence that you've heard.  In Union's view, avoided cost evidence has occupied a disproportionate amount of this hearing.

And it is important to recognize that the plan itself is cost effective as filed.  As a result, any increase in avoided cost would make the plan more cost effective, but it would not change Union's application of the budget guidance and the framework, including the important guidance on limiting rate impact, and it would not change what Union is proposing.  ICF's review concluded that Union's review of its avoided cost methodology is reasonable and appropriate with four refinements as described in the pre-filed evidence, which is at page 98 of the compendium.  Union has incorporated those retirements, as described in the following page on the compendium.  Finally, consistent with the direction in the guidelines, Union will change the discount factor for avoided cost starting in 2016.  We say that what we've put in is sufficient and should be accepted.

Union's submission on the avoided cost evidence led by intervenors is simple.  First, to the extent that DSM has resulted in distribution infrastructure savings that have reduced rates today, those rates can't currently be quantified, and our undertaking response on that point is at page 102 of the compendium.

The DRIPE evidence led in this hearing has been, at best, an interesting distraction.  ICF says that it's not a significant factor.  That's at page 103 of the compendium.

And here's the second point, and this cuts to the heart of what I think the intervenors are asking you to try to do.  Trying to quantify infrastructure savings from DSM is not an effective way for the Board to rethink the scope of the budget.  We say it just isn't.

Three issues that are crucial for understanding avoided costs going forward remain unknown:  First, the achievable potential study which will review methodology and is required by June of 2016; second, the infrastructure study which will address the extent to which facilities can be avoided and their costs, which will be completed to inform the midterm review; third, the details of cap and trade which are unknown at this time.  There's just no getting around that.  At this point, all we can do is speculate about those details and, in our submission, alterations based on speculation are not helpful.

In our view, these issues should be dealt with at the midterm review once better information is available to assess the need for any potential re-evaluation of Union's avoided cost methodology.

Moving on to tab 8, which is the issue of limiting the large volume program, which we say responds to the framework and customers.

In the framework, the Board determined that rate-funded DSM programs for our large volume customers should not be mandated.  In response to this guidance and considering the feedback of affected customers, Union proposed a rate T2, rate 100 program focusing on technical expertise and training resources.  This program has a significantly reduced cost. Union also proposed to eliminate rates T2, rate 100 energy savings targets and the associated DSM incentive.  Based on customer feedback, Union proposed a ratepayer funded program rather than a fee-for-service program, and the details of Union's proposal are at 106 and 107 of the compendium, and the relevant section of the framework is on the preceding page, page 105.

Union expects that some intervenors, including the environmental defence, will request a continuation of the large volume program.  Ms. Lynch outlined in the Day 4 transcript that many things would have to be taken into consideration if this approach was followed, such as whether there would be an incremental budget or whether it would be taken from the existing budget, what the appropriate targets would be, and what the expectations would be for custom programs, and that evidence is at page 109 of the compendium.

Other intervenors may argue that, if the Board decides to order the continuation of the large volume program, then certain customers should be able to opt out of DSM programs.  As you know, the Board rejected opt-out in EB-2012-0337, stating in its decision that it agreed with the principle that -- and I quote:
"Allowing certain customers in a rate class to opt out of the costs allocated to that class is contrary to the fundamental class rate-making methodology that all customers in the class pay the same rates."

That's at page 112 of the compendium.

Circumstances have not changed, and the basis for applying fundamental principles certainly have not changed since EB-2012-0337.  If intervenors request an opt-out mechanism the Board should refuse that request.

Moving on now to tab 9, this is the issue of Union's residential offerings, which we say balance breadth and depth.  Union's residential offerings balance comprehensive whole-home treatment with broad participation.

The residential program is designed to optimize the budget to achieve an appropriate balance of the Board's guiding principles and key priorities.

Turning, in particular, to the behavioural offering, this is a new offering that's in response to guiding principle number 5, designing programs so that they achieve high customer participation levels and key priority E, which calls on Union to implement DSM programs that rely on detailed customer data.  This offering also promotes energy literacy with residential customers.

Now, the offering and its cost-effectiveness should not be viewed in isolation.  The offering both drives measurable gas savings and acts as a channel to promote the home-reno rebate and energy-saving kits programs.

Turning now to the home-reno rebate.  This offering is being continued with new elements.  Union's focus has and continues to be the pursuit of long-term energy savings through a comprehensive deep-savings approach.

There has been a lot of discussion about the appropriateness of Union's targets or, as they've been referred to, participation rates.  It will always be desirable to find ways for participation rates to be higher.  And Union has tried to do that as much as possible.

Union went to great efforts to review and assess the reasonableness of its participation rates.  And on this, you should see the pre-filed evidence at pages 113 and 114 behind tab 9.  I won't take you to it now, but it's involved.

Union's program requires participants to install two or more measures.  That's an important distinguishing characteristic.

Union set its targets higher than the results seen in other jurisdictions where two or more measures were installed with similar incentive amounts.  The targets also show a significant increase in participants over our historical results.

While Union's program was criticized in comparison to the eco energy program, that program had more than twice the level of incentives or rebates for their measures, and they did not have a two-measure minimum requirement.  These are important differences.

Union's program was also criticized in comparison with Great Britain's experience to date with home retrofits.  This is another example of a program involving a much higher incentive and, importantly, no base requirement.  This is not a helpful comparison.

We believe that the level of incentives or rebates offered and the program criteria are an important factor in making a fair comparison.

Finally -- you knew this was coming -- Union's program was criticized in comparison to Enbridge's program.  Union acknowledges that Enbridge has been able to achieve higher participation rates than Union.  That's clear.  But what we haven't been talking about in the evidence portion of this hearing is program depth, which should be an equally important element in the discussion, in our view.  In fact, for Union, depth is the driving objective of this offering.  This is evident from Union's design of the offering.

Union has put more incentive or rebate dollars behind deep insulation measures and has added a $250 bonus rebate for meeting more than the two measure requirements and increased the cap per home to incent further activity in the home.

If we look at past results, Union has driven more M-cubes per home than Enbridge.  While we don't devalue the merits of achieving high participation rates, which Enbridge has achieved, Union results show that our focus has been on depth.

And I'd like to briefly take you to Mr. Woolf's evidence on this point, which is at page 119 behind tab 9, where he said -- and, you know, all utilities and all jurisdictions face this issue of depth versus breadth.  It is an important one and it is a tricky one.

That's a fundamental balance that has to be struck, and Union is of the view that the way it struck that balance is appropriate.

Union is maintaining its focus on depth, and it's important to be mindful about the fact that an increase in participation levels with the proposed budget would compromise the principles of this offering.

Moving on to tab 10, Union's commercial and industrial offerings, and our simple submission here is that they encourage participation.  They are designed to pursue long-term energy savings and to increase customer participation.

Highlights of the prescriptive program include, 1), a focus on targeting non-participants and broadening participation through increased incentive levels.

In the course of SEC's cross-examination of Mr. Neme, Mr. Neme acknowledged that if increasing incentives is necessary to increase participation, then it's a reasonable option to do so, and that evidence is at page 121 of the compendium.

2), a commitment to exploring an upstream incentive approach and assessing the potential to influence the market at the supply chain level.  Union will require time to explore this approach in detail, as this is a significant departure from our current market approach.  The evidence for that is at page 122.

3), a new direct-install pilot.  Union plans to put a pilot in market for small business, which is a largely under-served market with significant barriers to entry.

This pilot is responsive to the framework's direction that the gas utilities' DSM portfolios should include programs that are specifically designed to address customer groups with significant barriers to entry, and the example given there is small business customers.

Highlights of the custom program include continuing to develop and foster long-term business relationships to position Union to assess customer-specific needs and identify appropriate custom DSM projects.

This will involve, 1), increasing the project cap from 40,000 to $100,000 for contract customers to drive larger projects; and 2), increasing the general service incentive from 10 cents per M-cubed to 20 cents to create greater access for smaller customers.

Moving on to performance-based conservation.  Here we're introducing a new performance-based scorecard in response to the Board's key priority of supporting programs that rely on detailed customer data.

This will include, 1), a new strategic energy management offering targeting Union's contract industrial manufacturing customers to improve their baseline performance through a five-year continuous improvement approach; and 2), an enhanced RunSmart offering targeting Union's general service market to improve the performance of existing equipment through the re-commissioning of comfort heating and domestic hot water systems.

Now, a note on paybacks.  We've heard a great deal about paybacks and the merits of introducing a threshold that would prevent Union from delivering projects with a short payback period.

However, you heard evidence from Mr. Goulden that payback is one of many factors that affect a customer's decision to go forward with a project, and there are lots of other factors.  Other considerations include, 1), budget constraints; 2), productivity goals and standards; 3), timing constraints; 4) ultimately -- excuse me -- ultimately operational prioritization.

You also heard from Mr. Goulden that lots of customers, especially our industrial customers, need Union's help to identify energy inefficiency, and that evidence is at pages 124 and 125 of our compendium.

The incentives that we provide allow our contact points within our customers to influence their own senior management to go forward with these projects.  That's a crucial part of the effectiveness of this program.  And the evidence from Mr. Goulden on that point is at page 127.

Now, as Mr. Neme said, and I'm quoting from his evidence on Day 9, which is at page 129 of the compendium, and I quote: "That said, it's equally true from my perspective that it would be unreasonable to draw the conclusion that all short payback projects are free riders.  I generally agree with the arguments that Union's witnesses made in this regard."

I attempted to pause and interrupt the quote at that point, but going on:
"There are a variety of reasons why efficiency projects, even short pay back efficiency projects and even those being implemented by large sophisticated customers, are not always free riders."

Union submits that no payback threshold should be imposed.

Tab 11 is Union's low-income offerings, and an important point about these is that they are now available franchise wide.  Union has shown leadership and achieved success in in this area as a result of our innovative approach.  We've done everything we can to take a leadership role in this, and we've been very responsive to what stakeholders want.  In accordance with the framework, we have offered low-income programs across our franchise area, and evidence on that is in our pre-filed evidence of pages 130 and 131 of the compendium.

Union's enhancements to the offering include, among other things, an innovative new offering for First Nations, and you can read the details of that at pages 132 and 133 of the compendium.  In Union's view, this part of the application is straightforward and should be approved as filed.

Moving on to tab 12, on-bill financing.  Union's evidence here is that there is no evidence, no cogent evidence, that on-bill financing will be effective.  We researched this, it's important to note.  Union performed a jurisdictional review on on-bill financing, and you can look at excerpts of that at pages 137 to 145 of the compendium.  Contrary to the submissions of environmental defence, no one other than Union has presented cogent evidence on the efficacy of this proposal.

The evidence that Union has presented is that customers prefer direct incentives.  In Union's research results, customers do not cite access to financing as an obstacle to undertaking energy efficiency improvements, and the evidence on that is at page 135 of the compendium.

Ms. Lynch stated on the third day of this hearing that Union reviewed a number of options, but determined that the best way to address barriers for customers to participate in DSM programs was to focus on customer incentives.  That's at page 147.  In addition, Union will focus on enabling financing options as described in the pre-filed evidence at page 136.

Now, in contrast to Union's evidence, the testimony from intervenors' witnesses was conceptual or anecdotal.  The Board should prefer Union's evidence and not require that Union's plan include on-bill financing.

Finally, given the above, Union does not see any benefit in striking a financial working group to consider the issue further.

We'll now move on to the issue that has been, obviously, of real concern to the Panel in the course of this hearing, and that's the issue of innovation.  And our core submission here is that Union's DSM program incents appropriate innovation.

Innovation has been a theme in the hearing, as I've said, and while good examples of innovation are easy to recognize once they exist, defining innovation is more difficult.  Like Mr. Neme, Union rejects SEC's approach to innovation whereby you have to be the first one to do anything to be called innovative.  The evidence from Mr. Neme on that point is at pages 149 and 150 of the compendium.

Union defines appropriate innovation as an ongoing process of program development and refinement.  Union has been applying this approach to DSM in the years since 1997, and innovations include data analytics, approach to market, and new technologies to name but a few.

Union also fosters appropriate innovation through research and pilot programs, and the evidence on this, behind tab 13, starts at page 152 where -- which I will take you to, where we see the DSM planned budget.  And on page 152, in the table at the bottom, under "Portfolio Budget," you'll see there are line items there for research, at the top, and for pilots.  And the intent of the research budget is set out at the following pages, 153 to 155, which I won't take you through, and, similarly for the pilot budget, you can see that starting on line 7 of page 156.

So Union's new program offerings, as has already been mentioned, extend to all customers beyond 2015, and the new and innovative programs in place that Union is proposing include -- or that Union is proposing to put in place, rather, include those listed at pages 158 and 159.  Now, if this panel wants to specifically incent innovation beyond what is proposed in Union's application, then it could consider creating an innovation fund for Union to direct to appropriate research and innovation programs dedicated to DSM.

The next issue I'd like to address is Union's tracking system, which we say is essential and not contentious.  The new framework has additional data reporting requirements that can no longer be supported by the architecture of Union's existing DSM tracking and reporting systems, and the pre-filed evidence on that is at pages 160 and 161.

The DSM tracking and reporting system upgrades project will replace the aging applications with current technology to meet the new DSM reporting requirements, maintain data integrity, use resources more efficiently, and provide flexibility to meet future needs.

Union and Enbridge have been in discussions regarding DSM tracking and reporting systems requirements.  Through these discussions, the utilities have determined there is a benefit to determine the options available in the market and, most importantly, we say, to work together to ensure consistent reporting wherever possible.  To us, that's the key, consistent reporting.

However, both utilities anticipate that a significant part of the cost of each of their upgrade projects will be related to integration with the utilities existing systems.  Each of the utilities existing systems is complex and distinct.  As a result, there is a potential need for customization of any IT solution to work with each utility's established IT systems, and a joint system would not necessarily be less expensive than separate monitoring systems that are integrated into each utility's IT system, and each deliver, what we think is the key thing, consistent reporting wherever possible.  And the evidence on that from Day 13 is at page 165.

No party has questioned the need for the DSM tracking and reporting systems upgrade project, and Union asks that this part of its plan be approved as filed.

Now, the next two issues fall into the category of good housekeeping, I would say.  The first has to do with the T1 program, which is at tab 15, and the issue here is that the composition of the rate T1 rate class is more similar to Union's rate M-4 and M-7 rate classes -- M-4, M-5, M-7 than to rate T2.  T1 customers can readily switch between M-7, M-4, and M-5.

Starting in 2016, Union is proposing to continue to offer rate T1 customers commercial industrial programs and to include them in the resource acquisition scorecard.  With this proposal, rate T1 customers will continue to have access to the programming they've had access to throughout the 200 -- or, sorry, 2013 through 2015 time frame.  And the pre-filed evidence on that point is at pages 167 to 176 of the compendium.

In the undertaking response at page 167 of the compendium, Union states, and I quote:
"Since January 1, 2013, the custom project available to rate T1 customers has been identical to that available to all other of Union's commercial industrial customers.  The rate T1 custom program differs from that of the direct access large volume program available to rate 2 -- T2 and rate 100 customers, in both projects incentives and program structures."

And that's at pages 180 and 181.

Now, over at tab -- at tab 16 is the evidence on the other housekeeping matter, which is pooling of M-4, M-5, and M-7.

Now, here the framework would have us treat T1 as large-volume in the same way as T2 and rate 100 would be treated.  Oh, sorry, that's from the previous section.  I should have added that to the previous section.

Going forward -- so, yes, so as a result of rate class eligibility changes approved by the Board in EB-2011-0210, there is a discrepancy between the proportion of DSM costs in rate M-7 compared to rate M-4 and rate M-5.

Union proposes to pool the proposed DSM costs for these three rate classes and reallocate the costs in proportion to 2015 approved billing units.

Union's proposal ensures costs are recovered from the appropriate customers.  And the pre-filed evidence on that point is at pages 182 to 186.

At its next cost-of-service proceeding, when Union's volume forecast reflects the current approved rate class eligibility for the rate M-4, rate M-5, and rate M-7 classes, Union will include the DSM budget in rates consistent with the proposed 2016 to 2020 DSM budget.

This approach will ensure that the DSM costs included in rates and the DSM plan are aligned and eliminate the requirement in 2019 and 2020 to pool the DSM costs for these rate classes as proposed for 2016 to 2018.

As Mr. Tetreault noted in his evidence, which is at pages 189 and 190 of the compendium, there's a disconnect between the DSM programs in terms of where the customers currently are and where they are for rate-making.

And Union's proposal is meant to recognize that disconnect and deal with it through the pooling concept.  Starting at page 28 -- starting at line 26 of page 189, rather, Mr. Tetreault states: "In the absence of Union's proposal we would be over-recovering DSM program costs from rate M-7 customers as an example, and at the same time potentially under-recovering them from rate M-4 and M-5 rate classes."

Union's proposal to pool the proposed DSM costs for rate M-4, rate M-5, and rate M-7 is the appropriate way to deal with the discrepancies related to the rate class eligibility changes that were approved by the Board in EB-2011-0210.

So moving on to our final tab, tab 17.  Here we deal with the scope of the midterm review.  And our submission here is that the scope of the midterm review should be post-approval material developments.

And Ms. Lynch's evidence on this point from the joint panel is at pages 193 to 195 of the compendium.  I won't take you there, but I will say that we don't expect a hearing that is the scope of this application hearing.  What Union is asking the Board to do is approve here in this hearing a base plan for the next six years.  The midterm review should allow for course corrections in light of material developments.

Finally, just a very quick note on collaboration.  In the meantime, Union will continue to focus on collaboration with Enbridge and the electric LDCs, as we have done in the past.

Those are our submissions.  Thank you.

MS. LONG:  Mr. Smith, we have a few questions for you.  We'll start with Ms. Frank.

MR. SMITH:  Thank you.

MS. FRANK:  I have three questions, and they're really a little bit around clarification so I understand your proposal better.

So go back to tab 5, and that's the reset notion that you have.  And I just want to understand -- I'm linking a bit the tab 4 and tab 5.

If you actually look at your performance and you have that year that you are striving for, that year of the 125 percent of target, when you reset, dos that number become the base and now that's 100 in the following year?  Is that how that works?  I'm just trying to link the two concepts between the...

MS. LYNCH:  So your actual results are taken into account, so how cost-effective you were in achieving the cubic metre savings is taken into account, and then that, given the budget allowable, determines the basis of your target for the next year.

MS. FRANK:  So if you've got to the 125 in the year in question, that was your actual results, and you now come up with the per unit achievement, based upon the 125, when you're looking at the following year and reflecting the budget expenditures, that's the 100 target level now, it's not the 125.  It is the 100.  That was the piece I was --


MS. LYNCH:  Right.  So how cost-effective you were and the budget that you have determines how you set your 100 percent target the following year.  Yes.

MS. FRANK:  Okay.  Yes, I think I got that.  And then following on to tab 6 with the input assumptions, I just want to -- this is a bit of a logistics, in terms of what year are we dealing with, so we're going to use the years 2016 and the -- you do the analysis, I imagine, you know, in the summer of 2017, what the input assumption change is.

Your proposal would be that would not be reflected to 2018 because you are already in the middle of 2017?  Or is it affecting 2017?  That's really new information; which year does it impact?

MS. LYNCH:  If it's new information that comes to us in, say, late in 2017 or in middle of 2017 --


MS. FRANK:  I'm sorry, I didn't pose my question properly.  So my question was:  You did the analysis on the audit from 2016, okay, this is audit-based that gives you an input assumption change based upon the audit.  You get those results -- am I correct first of all that you get them in mid-2017?

MS. LUNCH:  Second to third quarter typically we're starting -- or third to quarter (sic) typically we will see the results finalized.

MS. FRANK:  Mid to late 2017.  Okay.  So, now, what year does that information impact?

MS. LYNCH:  The information that comes out of our audit, because our formula is based on post-audit results, would affect the year in question.  So if it's information that we have through the audit that maybe has changed our results in some way would then -- so if it is an audit of '16 results it would affect '17's targets.

MS. FRANK:  Even though we're into the third quarter of '17.

MS. LYNCH:  Because it is on a post-audit cost-effectiveness basis, the formula --


MS. FRANK:  So '17, both target and results use that new information?

MS. LYNCH:  Correct.

MS. FRANK:  You are three-quarters of the way through your program, not a whole lot you are going to be able to do, but you still -- I've got that right, do I?

MS. LYNCH:  If comes out through the audit.

MS. FRANK:  If it comes out through the audit.  Okay.  That -- thank you, I needed that clarification.

And the last one is this notion under tab 14 about the system upgrade where you were talking about, you feel that, you know, it's appropriate to do this now, and you've made a sense about flexibility to meet future needs as something you would look for in the system.  And that's what I want to explore.

Systems, even when they say they're flexible, often have large incremental costs to make changes for the unknown.  And I think that was some of the questioning that you got about, is the timing right, because you don't quite know what all the requirements are, so I'd like to know what your experience has been in terms of unknown requirements on reporting or new information and what -- how big of a deal could this be for a system change?

MS. LYNCH:  We do think that we have an understanding of the big considerations that we'll need to put the system in place, so the reporting requirements, the cost-effectiveness tracking as we need to put it in here, when we were thinking to future requirements, we were thinking -- and we did flag this in our requirements as we've gone through them already, could be, if there's reporting we need to do, maybe with our CDM collaboration, if there's reporting or other items that we need to take into account, perhaps even cap and trade could be a consideration in there.  But we do -- so there is the potential that there could be some future adjustments, but the core of what we need, we really need it now.  The timing is really critical to us to move ahead with the project.

MS. FRANK:  Have you had failures in your system?  Is it unsupported?  I'm just wondering what a year delay would do.  Is there -- or, you know, our problem is we have the new organization that really hasn't set out what they're looking for yet, so you're building something with what was around prior to the new organization; right?  So...

MS. LYNCH:  It will be challenging for us, the support of the system and the timing.  We are at the point where we do need to make some transitions to the core piece of the software that our tracking system is currently built on, so that is a concern to us, just in being able to do that in a timely fashion.

MS. FRANK:  Okay.  Thank you.  Those are my questions.

MS. DUFF:  I had one question.  It was the word "material" when you are referring to the midterm review.  I believe it was "a material development."  Is that materiality calculated the same way for Union as it is for a cost of service, as it applies to DSM?  And if this is new information at this stage, I apologize, but I just wanted to clarify.

MR. KITCHEN:  Well, as a general matter of materiality, we tend to look at our IRM, and in our IRM, we have a Z Factor criteria that identifies materiality at around $4 million.  The other way I look at materiality, or we look at materiality, again, in terms of our IRM is on a capital pass-through mechanism which has a net revenue requirement threshold of $5 million.  So that's -- from a dollar value, that's the way I think we would look at it.

MS. DUFF:  And with the IRM, it's your last cost of service.  That's the basis, is it not?

MR. KITCHEN:  That's right.

MS. DUFF:  And just one question on that:  That materiality, whatever that number is, based on the clarification that you've provided, does that materiality apply to the update of the input assumptions; or is that just a policy or a mechanism that you're asking to update the input assumptions when they change regardless of the dollar amount?

MR. KITCHEN:  I would say it's independent of the input assumptions.

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

MS. LONG:  Mr. Smith, I just want to touch upon something you said at tab 6.  You talked a bit about -- I think you said that the key metaphor is the whole idea of the goalpost changing with respect to input assumptions and there being the problem of things that the utility could not reasonably have known.  But is there a distinction there between things that the utility could reasonably have known and not reasonably known?  When we look at input assumptions, I expect that there are some external things which, reasonably, the utility might not have known, but does the utility bear any risk of forecasting things that are within -- what should be within their knowledge when they make input assumptions and set their targets?

MS. LYNCH:  I think, certainly, we're always trying to do it with the best available information that we have.  There are areas -- and I just want to done one important distinction between some of the -- the input assumptions we've talked about and the verification work that we will do, and those are really some of the things that are within our control.

So we do verification on our custom projects, as an example, where we sample the projects that were completed during the year, and we come up with a realization rate, so it determines that our savings were appropriate.

If that comes back and says, instead of 100 percent, your savings should have been 90 percent, we would still adjust for that.  Like, those are within our control because we determined the savings levels, so we will make adjustments for anything like that.

For input assumptions, though, it generally comes out of a piece research that's being done.  So we've used the best available research document that we had at the time that that study was done and certainly now being vetted through the technical reference manual process.  So it's more likely to come out of a piece of research that would be done that maybe is looking at something that we wouldn't have known at the time when we set the program.

MS. LONG:  Thank you.  My last question is with respect to the scope of the midterm review, and I think, Mr. Smith, you characterised Union's position that it should be, of course, corrected for material changes, and really the Board should have a lighter hand the next time around.  But is that, in any way, inconsistent with what you've also talked about is with respect to avoided cost and the evidence that we have before us at this point being speculative?  And you listed a couple of things:  the infrastructure study, the potential study, and the whole issue of carbon.  And I would say that those could have a very material impact.  So how do you see that working with

a lighter review which you are requesting for the midterm review?  I'm trying to -- I'm trying to match those two concepts together.  Maybe you can help me with what Union's position is on that.

MS. LYNCH:  Yes.  And I would certainly agree that those would be material items that I do think we would need to take into account at the midterm review.  But part of the determination will be, for example, an infrastructure study.  How big is it?  What is the big -- so we'd want to be able to do the review process to say, "It is of a magnitude that should be requiring a different approach, budget-wise or how we need to propose projects going forward related to infrastructure --

MS. LONG:  Okay

MS. LYNCH:  -- proposals.

MS. LONG:  Thank you.  Those are all our questions.  I think we'll just take a quick break just until 9:30, and then we'll be back to hear you, Mr. O'Leary.
--- Recess taken at 9:18 a.m.
--- On resuming at 9:31 a.m.

MS. LONG:  Mr. O'Leary.
Closing Argument by Mr. O'Leary:

MR. O'LEARY:  Thank you, Madam Chair.  Just a couple of preliminary matters.  We have also prepared a short compendium that I would ask be marked as an exhibit, if we may.

MR. MILLAR:  K14.2.
EXHIBIT NO. K14.2:  ENBRIDGE GAS COMPENDIUM.

MR. O'LEARY:  And we, I believe, brought hard copies that I hope -- great.

MS. LONG:  We have them.  Thank you.

MR. O'LEARY:  And I just -- before we get into any of the material in that compendium -- wanted to point out at tab 5 we have included a summary of Enbridge's multi-year plan.  Whether you want to call it a manager summary or table of contents, it matters not, but that is in essence what it is, and we thought it might be of assistance to you and ultimately other parties at locating references in the various materials and where the evidence is located, and at the very end of it we've also included a summary of Enbridge's financial proposals, the actual numbers, and then the location in the filing, as you know, which is fairly extensive, so we just thought that might be of assistance to you.  I do not intend to go to it, but was hoping it might be of assistance.

MS. LONG:  Thank you.

MR. O'LEARY:  Thirdly, we are prepared to file a written version of much of my submission today and are prepared to do that afterwards in the hope that it would be of help to both the Panel and ultimately the court reporter, because there will be a number of evidentiary references and to the other parties, so I just thought I would advise you that that was our intention.

So to begin with, I should -- was there a question that I -- oh, okay.  I should indicate that in a number of areas obviously Enbridge is very supportive and adopts the submissions made by my friend, Mr. Smith, and we unfortunately will perhaps repeat and go into some of the same areas, not unexpectedly, I'm sure, so my apologies upfront for that, but we will be going into some of these areas a little bit, simply because they are matters --


MS. LONG:  No, that's fine, that's fine.

MR. O'LEARY:  -- of equal importance to Enbridge.

The format that we are going to be following in respect of our argument is somewhat informed by the topics list which was used for the purposes of organizing the interrogatories.  We've varied it a bit, but it does somewhat follow that.

So I'll begin with a little background and introduction, and the company filed its application, this proceeding, on April 1st, 2015, and it's obviously in response to the filing guidelines and the framework which the Board issued.

The filing is based upon the 20 years of experience that Enbridge has in the design and delivery of DSM programming in Ontario.  The filing evidence is in support of the application of a multi-year plan, a six-year plan, and it explains how the plan meets the expectations and requirements set out in the framework, and I'm going to go into that in a little more detail in a second.

The examinations of the witnesses during the oral hearing of the application did not touch on all aspects of the application filing before the Board.  In this argument in-chief Enbridge will focus on areas of the case that did receive some attention during the oral hearing, but we will not attempt to anticipate everything that the various intervenors will ultimately raise in their argument.  We will be responding to the evidence filed by GEC and Synapse.

The first regulatory framework governing DSM activities is -- was established under the EBO-169(3) docket in 1993, and Enbridge has been a leader in DSM activities which has resulted in the efficient use of natural gas and associated reductions in greenhouse gas emissions which the company has helped facilitate over the years.

Between 1995 and 2013 Enbridge has helped its customers save approximately 8.8-billion cubic metres of natural gas, the equivalent of 16.5 million tonnes of CO2.

The company is proud of its energy-efficiency efforts to date and intends to play an integral role in the Province's efforts to combat climate change in the years to come.

It has a track record of success in DSM programs for more than 20 years, having designed and delivered successful energy-efficiency programming since 1995.  It is recognized as a leader in DSM in North America and has offered innovative, cost-effective programming and results during its tenure in the field.

Over that time Enbridge has evolved its DSM programming to include more sophisticated, complex, and comprehensive approaches and solutions.  The company has a successful track record of working with stakeholders where possible to reach mutually agreeable and beneficial outcomes in the development of DSM plans and their evaluations.

In March 2014 the Minister issued a directive to the Board requiring the Board to establish a new DSM policy framework.  The Minister's directive set out a number of objectives to be achieved in the DSM framework, including a six-year term, a midterm review, and a focus on achievable cost-effective programs.

Shortly thereafter, the Board in EBO-2014-0134 issued a notice to develop the framework consultative.  The process started, you may recall, with the establishment of a working group which gave stakeholders -- a broad section of stakeholders the opportunity to provide their perspectives and suggestions on how the Board should proceed with its development of the framework.  And this was done with the assistance of Board Staff.

The Board, following that phase, issued a draft framework report and draft guidelines and gave stakeholders the opportunity to submit comments in response.  24 parties, including most of the participants in this proceeding, filed comments in response to those materials.

In the meantime, beginning in December 2013 and continuing throughout 2014, Enbridge engaged in significant stakeholder consultation with its customers, channel partners, delivery agents, and intervenors.

In the fall of 2014 Enbridge held seven program design roundtables to gain insight on proposed program approaches, followed by a discovery and discussion session regarding financing in January of 2015.  A summary of these discussions was presented to the full DSM consultative group on December 2nd, 2014.

So there was a great deal of preliminary work that was undertaken by Enbridge even prior to the issuance of the final framework.

In December 2014 the Board issued the framework.  Given the extent of the consultation process and the breadth of the participation by various ratepayers and stakeholder groups in the process the Board used to develop the framework, it is reasonable to conclude that the framework represents the Board's view of the appropriate balance that the gas utility should apply for the purposes of their development of their multi-year DSM plans.

While the Minister's directive refers to obtaining or  attempting to obtain all cost-effective DSM, it is clear that this cannot occur in a single year, and thus the Board necessarily weighed the rate impacts of DSM and the budgets that the utilities would use against this objective, consistent with its statutory obligation under the Act to approve rates that are just and reasonable.

During the course of this hearing, the requirement set out in the Minister's directive that the DSM framework shall enable the achievement of all cost-effective DSM was raised on numerous occasions.  Importantly, as acknowledged by Mr. Neme under cross-examination, the Minister's directive dated March 26th, 2014 specifically provides that the Board should consider such other factors as it considers appropriate.  Thus I harken back to the balance between budgets and rate impacts.

Mr. Neme was not certain that such a requirement exists in the states of Massachusetts or Rhode Island, and that's at transcript 11, page 66, 67.

Indeed, in the state of Massachusetts, which as we've been told repeatedly is one of the leading jurisdictions, all cost-effective -- an all cost-effectiveness -- excuse me, an all cost-effective requirement mandate does exist, but GEC admitted in a very recent undertaking response, which you've filed at J10.1, that, in respect of least the commercial and industrial groups, that they may not be achieving all cost-effective efficiency programs.

While more will be stated on rate impacts later in our argument, the observation being made here is that the requirement to pursue all cost-effective DSM should not be pursued and supporting budgets developed without consideration of other relevant factors, and we submit that this is what the Board has, in fact, done, in the framework that was issued.  So the Board issued a framework that took into consideration the balancing of these factors, and that is ultimately what guided the utilities in the preparation of the plans which have been filed.

While certain parties may not agree completely with the Board's determinations as set out in the framework, this proceeding should not become a forum for parties to re-argue the positions that they took in the framework consultative and in prior proceedings.  And as my cross-examination of GEC's witnesses attempted to demonstrate was that what GEC has proposed to the

Board earlier and which the Board considered for the purposes of developing the framework is fairly similar to what it is proposing here.  So it is, in Enbridge's submission, attempting to re-argue a point that the Board considered for the development of the framework.

The framework responds to the Minister's directive and establishes the parameters under which rate regulated utilities are to establish their multiyear plans.  Among other things, the Board's report sets out specific components that must be part of the gas utilities' plans, and these include the obvious items such as: targets, budgets, shareholder incentives, et cetera.

But the first part of the Board's report, the Board highlights what it believes that ratepayer-funded DSM programs should focus on, and these are three goals:  First, to assist consumers in managing their energy bills through the reduction of natural gas consumption, and Enbridge submits that our DSM plan does that, because customers who participate in the DSM programs will see a decrease in their energy bills.

Secondly, the goal is to promote energy conservation and energy efficiency to create a culture of conservation.  DSM programs do advance conservation and energy efficiency beyond the program participants, and by Enbridge's example and its extensive programs across its franchise, it is doing that to members of the public beyond the participants in its programs.

Third, the goal is to avoid costs related to future natural gas infrastructure investment, thus improving the load factor of natural gas systems.  So the company, Enbridge, has prepared a scope of study for its IRP plan, and that will be developed and brought forward as part of the midterm review.  I will speak a little bit more on this point later, but that particular goal has been addressed in Enbridge's plan.

Taking these goals into account, the Board then set out a number of guiding principles for its DSM framework, and it indicated the guiding principles should help the gas utilities in designing their plans and may also be used in reviewing and approving the proposals that utilities submit to the Board.

The Board also highlighted within the guidelines the key priorities that must be addressed within the DSM plans.  The six key priorities draw on the Minister's directive as well as the guiding principles that the Board established for our DSM plans.

Enbridge has carefully considered both the guiding principles and the key priorities outlined in the framework.  Within its evidence, at Exhibit B, tab 1, Schedule 2, it has outlined how its multiyear plan is responsive to the Board's direction and fully addresses the guiding principles set out in the framework.  As set out in that evidence, Enbridge has addressed the Board's guiding principles, and using the elements of the filing as a guide, I wish to identify even more particularly how Enbridge has done that.

So the first guiding principle:  (a) implement DSM programs that can help reduce or defer future infrastructure.  Even prior to the Board's decision in respect of the Union Gas and Enbridge GTA facilities application, Enbridge had been active on this issue with respect to the matter.

More recently, Enbridge has formally explored the integration of demand and supply planning processes as well as other areas that may be impacted when considering infrastructure planning at the regional and local levels.  From these discussions, Enbridge has prepared its IRP study outline, which is filed at Exhibit C, tab 1, Schedule 3.  So there has been movement both before the framework was issued, and it's continuing in greater detail, and Enbridge looks for the Board's confirmation that what it has proposed is both in the appropriate direction and appropriate substance.

Guiding principle B:  the development of new and innovative programs, including flexibility to allow for on-bill financing options.  Enbridge has proposed the Collaboration and Innovation Fund which will allow Enbridge to explore innovative technologies and novel market approaches through pilot programs with LDCs in the IESO.

During cross-examination by Mr. Shepherd, Board Staff's consultant Mr. Woolf agreed at a general level that such a fund such as the CIF, which is the acronym for it, was a good idea.  Transcript 12, page 40.

Preliminary information obtained from early development pilots show promise for those having a financing component.  In addition Enbridge is continuing to explore if and how it might appropriately layer on an on-bill financing component to the HEC direct install and other DSM offerings, and I will go to the on-bill financing issue a little more in detail further in the argument.

Now, as my friend Mr. Smith identified, a fair amount of attention during the hearing was spent on the issue of whether the multiyear DSM plan offerings of Enbridge are new and innovative.  As noted by Ms. Oliver-Glasford, during her evidence-in-chief presentation, 11 offerings are new, and the balance of the 22 offerings have evolved.  In our respective submission, this is certainly an indication, at high least at a high level, that there has been a great deal of thought and innovation that has gone into the totality and the portfolio of Enbridge's plan.

As another example, Mr. Shepherd identified one of Enbridge's offers, the energy leaders program, as something which he had not seen before, going on to pose to the company's witnesses a number of ways in which they agreed the offering could be applied creatively to help efficient customers achieve leading edge, hard-to-reach savings.  Transcript 5, page -- pages 155 through -- 151 through 155.

As noted by Synapse in its report at page 3, Enbridge's DSM plan is highly cost effective, and that's a quote and unquote.  So to be operating DSM programs for the length of time that Enbridge has, which is two decades, and to maintain so high a cost-effective ratio is, in our respectful submission, a clear sign that the company has continually been productive and innovative in its approaches.  Indeed, Mr. Woolf of Synapse stated that Enbridge is in the top third of DSM plans in terms of innovation.  Transcript 11, page 33.

Guiding principle C:  increase collaboration and integration of natural gas DSM programs and electricity CDM programs.  Enbridge has established the solid foundation of relationships by reaching out to various electric utilities and relevant organizations.  In many instances, these relationships have been formalized, for example, the Conservation First implementation committee, the CDM working group, et cetera.  This is in addition to the extensive informal direct dialogue the company has undertaken with LDCs.  These efforts hold promise for significantly greater coordination and integration with DSM and CDM in the future, efforts that will lead to ultimately the product development of joint programs and the recovery of savings.

In the short term, there are significant institutional, administrative, and timing differences that do exist.  The company commits to attempting to address these differences as diligently and as expeditiously as possible.  Further details about past and future collaboration with relevant entities are outlined in evidence, particularly Exhibit B, tab 4, Schedule 2.

In the interim, as I mentioned, the company has proposed the Collaboration and Innovation Fund to provide it with the flexibility to initiate and follow through on collaborative pilot opportunities.

Guiding principle D:  expand the delivery of low-income offerings across the province.  Enbridge, through its regular low-income stakeholdering process, which has been ongoing for some time, and in response to the DSM framework, has enhanced the breadth of its offerings in the low-income market.

In particular, the company has, 1), expanded its private multi-residential low-income offering; (2), increased scope to include the promotion of energy-efficient design features and construction practices in new affordable housing; 3), worked with various levels of government to leverage existing housing programs and expand its geographic reach; and 4), explored collaboration with electric utilities to expand low-income DSM programming within the company's franchise area and beyond.

Enbridge has also taken the important step of creating multilingual outreach, materials to enhance accessibility for low-income customers.

Finally, guiding principle E, implement DSM programs that are evidence-based and rely on customer data.  Enbridge is supportive of DSM programming that is informed by detailed data.  Allowing customers the ability to receive, understand, and act upon their usage is important, if not central, to energy literacy and energy management.  However, the company notes that without interval metering and sub-metering infrastructure, these programs do not provide a silver bullet that may even require interpolated assumptions to mitigate human factors, such as baseline assumptions, usage differences, work shifts, members living in the household.

In terms of determining gross savings, as noted by Ms. Sigurdson, in terms of best practices, there are three approaches that can be taken.  Enbridge's use of all three continues, as appropriate.  These are deemed savings, statistical analysis, or measurement and verification. Transcript 6, page 100.

Ms. Sigurdson confirmed that of Enbridge's 22 program offerings five use metered savings.  Transcript 6, page 93.

Enbridge has been a leader in performance-based programming amongst utilities through its Run It Right program launched in 2012.  An enhanced version of the Run It Right program will continue through the course of this multi-year plan.

In addition, new operational and behavioural programs will be introduced, including the comprehensive energy management, CEM program, and the My Home Health record.

Enbridge will also be participating in a pilot initiative called "performance-based conservation pilot project".  Two notable government initiatives, Natural Resource Canada's portfolio manager, and the Ministry of Energy's promotion of the Green Button data protocol, are intended to enable customers to receive, understand, and act upon metered or bill usage data.

Enbridge is building both of these initiatives as well as other metering and benchmarking initiatives, for example, the Energy Compass and partnership initiative, such as Civic Action's Race to Reduce.  It is building these into its portfolio and will expect to see success over the course of its plan.

And the final guiding principle is to ensure that programs take a holistic approach and identify and target all energy savings opportunities through a customer home or business.

By its very nature CCM, which is a key metric in the company's resource acquisition scorecard, drives and incents long-term savings.  The company's comprehensive programs, which include the DHEC program and the comprehensive energy management programs, focus on supporting longer-term practices and measures to save energy.

As well, new build offers, beyond minimizing opportunities, also inherently pursue long-term energy savings, as building stock typically remains in place, as we heard in evidence, for many decades.  The new build market is the most effective sector in which to minimize lost opportunities.

Enbridge has, accordingly, expanded its current suite of new construction programs in this application to include a pilot for small commercial new construction and a new build commissioning offer.

Enbridge has also expanded in its reduced new elements to its holistic residential offering.

In summary, Enbridge has modified its DSM portfolio and customer initiatives to drive deeper and more comprehensive savings when a customer invests in energy efficiency.

Enbridge notes that in growing its holistic programs total budgets have increased.  Not surprisingly, there is an organic increase in annual budgets of the course of the term of the multi-year plan.

Programs like Run It Right, HEC, and CEM are relatively expensive and are responsible for a considerable portion of the increase in the budget.

So now if I may turn to a review of the plan in greater detail.  I thought it would be, first, appropriate to turn to a quote in the framework which includes some of the expectations of the Board.  At page 12 the framework states:

"The Board is of the view that the natural gas utilities process possess" -- sorry, it's a typographical -- "possess a significant amount of relevant and critical information that will allow them to appropriately develop and propose performance targets for the Board's consideration as part of their DSM multi-year plans.  The Board expects that the gas utilities will rely on their most recent available potential study -- which is what Enbridge did -- experience to date -- which Enbridge has 20 years of -- and projected market opportunities and constraints to inform the development of their annual and long-term natural gas savings targets."

So having that quote in mind, Enbridge submits that it has fully met the expectations of the Board in the framework.

So the first specific area that I would like to turn to, simply because we are in 2015, is the 2015 transition year rollover.

And the company has proposed a rollover from its 2014 budget of 2 percent.  This is consistent with section 15.1 of the framework, being the same rate of increase used to arrive at the company's 2014 DSM budget.

It has similarly increased the maximum shareholder incentive and its targets by the same rates at which they escalated from 2013 to 2014.

In addition, the company is proposing an additional incremental 15 percent to its budget to meet the goals and objectives set out in the framework as contemplated under section 15.1.  This additional 15 percent we have described in evidence as the incremental budget.

It is important to note that Enbridge increased the metrics in its targets formulaically, as required by the transition provisions in the framework.  This means that certain programs which under-performed in a prior year or over-performed in 2014 have seen their metrics formulaically increased for 2015.  And there were both under-performance and over-performance examples.

As noted by the company witness, Mr. Lister at transcript 8, page 102, it would be inappropriate to only adjust the targets for one program offering as a result of past performance and not adjust other program offerings to reflect past performance results.

The company indicated that it attempted to reach an agreement with the various stakeholders in the early part of 2015, and much effort was made, but unfortunately there was simply insufficient time.  Accordingly, all of the scorecards from 2014 were rolled over on a formulaic basis as required by the framework.

The company submits that it would amount to cherry-picking if only portions of the scorecard metrics were adjusted, and we expect that the request would be made to adjust them downwards.

Either the scorecards -- sorry, upwards.  Either the scorecards or the metrics should be holistically reviewed and updated, as the company did for 2016, or the targets for 2015 should be increased across the board formulaically, as the framework requires.

As noted by Mr. Neme, it is not appropriate to adjust the 2015 targets and budgets at this time, given that, and I quote, "we are almost done with the year anyway" and that, I quote again, "it is hard to see what could be gained by significant revisions", transcript 9, page 181.

The 15 percent incremental budget that the company has proposed is intended to meet the goals and objectives set out in the framework.  The company has confirmed in evidence, transcript 6, page 25, that the collaboration and innovation fund portions of the incremental budget amount will be ring-fenced and that such monies will only be used for the initiatives identified in respect of the CIF.

This incremental budget will be used in 2015 and 2016 for the company's participation in, for example, the Green Button initiative, which will facilitate Enbridge's customers' access to energy usage data.

The incremental budget will also be directed at collaborative pilot programs with electric LDCs.

In 2015, Enbridge's CIF is included within the incremental budget.  In 2016 and the years going forward, the CIF will become a standard part of the company's DSM budget.

While the pre-filed evidence confirms that the company will not count any of the savings generated in 2015 from any of the initiatives contemplated by the incremental budget, to the extent that CIF initiatives undertaken in 2016 and subsequent years do generate savings, the company seeks approval to count these savings generated from such activities for the purposes of their annual results.

The 2015 incremental budget also includes funding for the My Home Health Record residential behavioural program, which will be undertaken, as you know, by Opower.  While this program offering is new to Ontario, as noted by Synapse in its evidence, at page 71, there are similar programs which exist in the United States.  This innovative behavioural program is planned by the company to ultimately reach out to 1.35 million customers.  The funding contemplated by the 2015 incremental budget is important to the successful rollout of that program.

Given that the framework was issued in December 2014 and the company's budgets for 2015, including the incremental budget, were only developed in the first few months of 2015, it is perhaps not surprising that not all of the funds identified in the incremental budget have been spent to date.  While the company does receive a good share of its invoices for work undertaken in the year towards the latter part of the year, it is to be expected that these initiatives will continue into 2016, and the company is, therefore, proposing that, for the purposes of going forward, to use the incremental budget into 2016, and the mechanism that the company proposes to use, the DSMVA, should record in that the unspent portions of the incremental budget from 2015 and to allow the company to then use the DSMVA to use those funds in 2016 for the purposes identified in evidence.

As noted during the oral portion of the hearing, the HEC program, in 2015, had to shut down because of a lack of budget.  The company used all of its tools at its availability to continue with this program by accessing up to 30 percent from other budgeted area and use of the DSMVA.  However, the program necessarily cannot be funded indefinitely.  Enbridge did not want to abandon other program offerings to continue funding successful offerings without end.  And this was noted by Mr. Lister at transcript 9, page 22.

While the temporary shutdown of the HEC program is unfortunate, the company is committed to relaunching the program with appropriate marketing in 2016 so that it will, once again, see a successful future.

I'm now going to turn to the shareholder incentive and the target adjustment mechanism proposed by Enbridge, and we are raising it at this early stage because it is an issue of importance to the utilities.

As confirmed by Mr. Woolf, a Board Staff's witness, and as noted by Mr. Neme, a shareholder incentive is intended to attract senior management's attention so that a utility focuses on generating DSM results.  K11.2, page 77 of 120.

Indeed, Mr. Woolf volunteered under cross-examination that he is of the belief that the shareholder incentives are very important, and they should exist.  Transcript 12, page 195.

I don't believe that there is any suggestion by any party that the shareholder incentive is not an important aspect of the DSM framework.  Accordingly, the shareholder incentive should not be a mirage.  The value of the incentive is not merely its existence, but rather the expectation that, with reasonable efforts and delivered results, an incentive is achievable.  Targets viewed as unachievable will defeat the purpose of a shareholder incentive and will not garner the attention of senior management.

In this regard, Ms. Oliver-Glasford noted in evidence, transcript 13, page 40, that Enbridge has never received its maximum shareholder incentive.  Given this and the fact that Enbridge's 100 percent targets have, where appropriate, by historical results and the company's experience and knowledge and are considered to be aggressive, it is reasonable to conclude that there is little prospect of Enbridge actually achieving the maximum shareholder incentive going forward, particularly given the fact that the 150 percent of target figure is such a stretch, based upon the limitation of 15 percent available in terms of additional funding under the DSMVA.

If the shareholder incentive at 100 percent target is perceived as much of a mirage, given the fact that results may be adjusted for information which becomes available after the fact, thereby reducing the results for the purposes of determining the shareholder incentive, it is reasonable to assume that this would act as a disincentive to the utilities to aggressively pursue DSM in future.  This, we suggest, would be a negative from the perspective of the province and ratepayers specifically.

As discussed in cross with Board Staff expert Mr. Woolf, were seemingly unfair retroactive changes to results reduced what a utility believes has been a successful delivery of a particular program, the resulting disincentive of this impact on the company could have a negative impact on ratepayers in future in that the company will be less inclined to aggressively pursue DSM and deliver results.

It should be recalled that the framework provides that a utility is only entitled to receive 40 percent of the maximum shareholder incentive if it achieves a challenging but achievable 100 percent target.  If it does not achieve the 75 percent level, it receives zero incentive despite, I might note, that it has still delivered some CCM savings and met many of the other goals and objectives that have been set out in the framework.

One longstanding issue with the shareholder incentive mechanism in Ontario is whether or not the use of best available information which is used to adjust for LRAM calculations, which, Enbridge submits, should continue, should be applied on a retroactive basis to adjust a utility's results for the purposes of the shareholder incentive.

For what Enbridge submits are obvious and appropriate reasons, Synapse confirms in its report at page 119 that best practices in North America are to not adjust a utility's results retroactively so as to negatively affect the shareholders' incentive.  Enbridge submits that this is an obvious conclusion from the following example:

Where a utility has developed its plan based upon best available information and undertakes and achieves 100 percent of target based upon inputs and assumptions which it believed to be reasonable during the development of its plan, the utility would be disincented if, in the evaluation of the results following what the utility believed was the successful delivery of programs, it was denied the shareholder incentive it expected at that level as a result of new best available information.

This would be particularly more troubling if, as a result of the best available information, it reduced program results to less than the 57 percent level where there would be no incentive paid whatsoever.

During cross-examination, GEC's expert, Mr. Neme, confirmed that his views on the matter have not changed since the evidence he filed at Exhibit L, tab 5 in the generic proceeding.  That evidence was included as part of Enbridge's compendium at K11.2 at page 77.

Specifically, Mr. Neme stated that there is value in locking in assumptions, at least for a year at a time, on variables that the utility cannot affect without changing program design for the purpose of calculating shareholder incentives.  This view was also held by the experts retained by the board.  Concentric Energy Advisors, who were asked to undertake a review of the DSM framework in 2010, in response to stakeholders' written questions in a document dated May 20, 2010, EB2008-0346, a copy of which we included in our compendium, K12.8 at page 22, Concentric confirmed that:
"While the updating of input assumptions is appropriate to use best available information for the purposes of current and subsequent program years as a result of the annual evaluation, the input assumptions would not, however, be adjusted retrospectively for the program year that the evaluation report covers."

And If I could ask you now to turn to the compendium at tab 4, page 12, what we've included there -- sorry, I've got the wrong tab.  It's tab 3, page 12.  And I don't intend to walk you through this, but this was a response to Board Staff.  This is Enbridge's response, IT2 EGDI Staff No. 8, and it relates to the TAF which the company has proposed.

This response was prepared and filed before Synapse filed its report which indicated that the best practice in North America is to not adjust retroactively, but if I could take you to the several bullets on page 12, and perhaps look at these, the first states at the bottom of 12:

"The practice creates an unrealistic expectation of the utilities' ability to anticipate and respond to changes in the wide variety of inputs that influence program performance."

And if you look at the footnote, it is the California Public Utilities Commission.

The next bullet:

"DSM targets and budgets and therefore resources are agreed to be based upon values such as deemed input assumptions and net-to-gross ratios.  Changes in these values constitute changes to the foundation on which utilities agreed a given target was achievable under a given budget scenario.  If changes are to affect DSM results, they should logically affect the DSM targets against which those results are judged."

Footnote number 3, that's by Martin Kushler in a report prepared in 2012.

On the next page, the last three bullets:

"The risk created by the retroactive application of assumptions discourages utilities from pursuing innovative programs and technologies.  For this reason, Massachusetts, identified in the Concentric study as a leading jurisdiction energy-efficiency and conservation, no longer applies changes to assumptions retroactively when measuring results."

That's the Massachusetts Department of Public Utilities.

The next bullet: "The retroactive application of assumptions does not appear to be best practice in North America as set out in 31 of 38 U.S. states analyzed in 2012 applied assumptions on a forward-looking basis."

So I come back to the language that was actually employed in the Synapse report where Mr. Woolf indicated that consistently their review determined that U.S. states do not apply new, better information on a retroactive basis, and the vast majority of Mr. Smith's identified do not follow that practice.

So Enbridge has therefore proposed a target adjustment factor which we submit is complementary to the best practices identified by Synapse.  Rather than simply not adjusting results for the purposes of the shareholder incentive on a retroactive basis, the company is proposing that where best available information is used to adjust for DSM results like LRAM it should similarly adjust targets for the year in question using the same information.

This means that the company's DSM performance will always be compared on an apples-to-apples basis in that its level of achievement would always be judged against targets which were set using the same parameters.

It should be recognized that if the best available information had been available at the time that the DSM plan, for particular, was developed, as it has been here, it  would have been used and the resulting results would have been used to set the targets based on that best available information.

With the creation of the new evaluation advisory committee established by the Board which is tasked with providing ongoing input, there should be additional comfort to the Board and all parties that the process followed by the utilities for the development of the DSM plans has been and will be based upon the best available information.

The utilities in various stakeholders, including Mr. Shepherd and Mr. Neme, have participated on the technical evaluation committee for several years, they've been working on the technical reference manual, and they are currently involved in the development of various studies.

These include a boiler baseline study, a further net-to-gross study, and both of these could have a material impact on program results if applied in a retroactive fashion.

I've noticed the fact that Mr. Woolf admitted that he was not aware of the boiler baseline study, transcript 12, page 196.

It should be noted that the impact of these studies may have a material impact either positively or negatively on program results.  For example, spillover, which Synapse identified as an appropriate adjustment factor, where free-ridership values were also applied -- it's at the report, page 125 -- may have a positive impact.  It may not, but it is possible that it could.  But the point is that there is no credible forecast as to the impact of these changes at this time.

Importantly, Enbridge, being aware of the fact that these studies were coming forward in the coming years, developed its multi-year plan on the basis of the current best available information.  Knowing that these studies could change input assumptions and target adjustment factors in a material way, the company proposed the TAF so that the best available information, which is ultimately determined by the studies, is then used in an appropriate fashion to measure the company's program results.  This will ensure that the plan is relevant for the full six years of its term.

Enbridge submits that there is no evidentiary basis to conclude that any harm would befall any person or entity other than the shareholder, by reason of the Board's continuation of the practice of adjusting results on a retroactive basis.

The fact that these two studies are forthcoming and may have a material impact on program results in the future stands for the proposition that current regulatory precedent should not continue.  The fact that the framework provides for a six-year plan is further reason and support for this submission.

There has been much investment in time and energy by the parties to the DSM plan and to this proceeding to develop challenging yet achievable targets.  There is a real danger that these efforts will become increasingly offside with what is reasonably achievable if the current practice of retroactively applying information continues.

Now I'm going to turn to the 2016 to 2020 budgets and targets.  While the development of the budgets for these years was guided by the budget maximum as set out in the framework and the requirement to limit the monthly bill impact on residential ratepayers to approximately $2 per month, as noted by Ms. Oliver-Glasford at transcript 5, page 4, Enbridge followed a bottom-up, top-down approach to development of its program offerings.

More specifically, the bottom-up included:  A), the company undertook extensive consultations with stakeholders, customers, channel partners, delivery agents, and industry associations and various levels of government; B), the company looked at its historical results; C), it relied upon its program delivery staff and their experience in the marketplace for the purposes of understanding evolving trends; and D), it looked to the potential study for high-level guidance.

These steps began prior to the issuance of the framework, as I said earlier.  Once the framework was issued the company used the guiding principles and priorities to update its portfolio structure and content.  The plan was then adjusted top-down using the Board's guidance on rate impacts.

New and restructured program offerings were screened for cost-effectiveness using the TRC test and the PAC test to ensure that the plan would result in Enbridge continuing to deliver highly cost-effective DSM.

Greater detail respect of how the company developed budgets for each of its program offerings and the targets proposed in its plan is found in Enbridge's response to GEC 16.  That's T2, EGDI GEC.16.

While it is beyond the parameters of this submission to review this ten-page response in detail, I would like to highlight some of the matters identified in that response.

In respect of large commercial and industrial projects which make up a significant portion of the resource acquisition, CCM target, the company has experienced the decreasing trend in CCM achieved in the 2012-2014 period, even though the number of projects is increasing.

These savings levels are confirmation of the fact that Enbridge is increasingly pursuing smaller projects.  This means that many of the projects that Enbridge forecast may have shorter rather than longer payback periods.

If a payback period threshold in respect of such projects is introduced but the budget and targets set for large commercial/industrial programs will need to be revisited.  While more will be said about paybacks a little later in my submission, it should be noted from transcript 9, page 128, Mr. Lister's evidence, where he confirmed that the impact of such a threshold would be material -- would have a material impact on the company and its programs.

For the Ontario Building Code, low-income part 9 and part 3 program targets, the CCM target was developed using three-year historical result averages for the 2012-2014 period.

In respect of part 3 multi-unit projects, the market outlook expects a decline in respect of social housing.

The company, however, believes that its private, multi-residential, low-income projects and the expansion of the program outside of Toronto may offset this decline.

In respect of low-income programs and response to Mr. Neme's comment in evidence about single-family home program offering of Enbridge appearing to be a bit low in terms of its target by using the 2012-2014 average CCM per dollar, Ms. Lontoc, on behalf of the company, the low-income manager for the company, explained that the target and budget increases for 2013 and 2014 were the result of a settlement agreement and that this disproportionately increased the target by more than 30 percent in comparison to a 2 percent increase from the 2012 levels.  Transcript 9, page 2.  Accordingly, the 2016 to 2020 targets are a reflection of a realistic future.

In respect to the Savings by Design program offering, a commercial program offering, the company initially increased the target by approximately 50 percent over the three-year average.  As you've heard, in 2017, there will be the introduction of the new Ontario Building Code in Ontario, and the target has logically decreased in that year due to the implementation of that code and the fact that it will make it that much harder to achieve the new standards set by the company.


The My Home Health Record program offering includes very aggressive targets of reaching 1 million participants in 2016 and 2017 and 1.35 participants in to 2018 and 2019.  The budget is reflective of this number of participants and the fact, as you heard in evidence, that a significant portion of the program's cost are related to postage.  The targets that the company has included are also reflective of marketplace realities.


As noted during the hearing, Enbridge competes with electric LDCs and competitive CDM offerings -- that's BOMA 35 -- for available capital.  While it is hoped that, with greater collaboration, this competition will lessen, it has put downward pressure on the company's ability to generate CCM.  As well, changes to the portfolio of program offerings relative to earlier years results in fewer CCM per dollar.


By focusing on smaller customers through direct install, HEC, adaptive thermostats, and small commercial construction, while a broader range of customers will have access to program offerings, the cost per CCM, on average, do increase, and this evidence for that is response to Board Staff 4, and CME3.


As noted by Mr. Neme, it is often more expensive to generate savings in harder-to-reach customer groups such as these.  And that's Exhibit LGC1, page 3.


It also follows that as the utilities deplete the lowest cost opportunities, which has been described in the past as the low-hanging fruit, generating CCM savings will inevitably become more difficult and more expensive as program offerings are directed at more projects, smaller projects, or projects which are not as highly cost effective.  And that's response to CME No. 5.


Turning specifically to scorecards, the Board has directed that the utilities use weighted scorecards and include metrics for alternative objectives to drive a wide variety of policy objectives.  Specifically, the Board states at page 12 of the framework that:
"The utility should incorporate multiple performance metrics using a weighted scorecard approach.  Scorecards should also include other performance metrics that will motivate the gas utilities to undertake the appropriate activities."


Enbridge submits that its plan does precisely that.  In this regard, Enbridge has included participation rates as a metric in its scorecards, something which Synapse supports in its report at pages 6 and 101.  Enhanced participation by a broader range of ratepayers is a policy objective of the Board.  It will also encourage participation by nonparticipants.


Another objective is the avoidance of lost opportunities.  The residential Savings by Design and commercial offerings include boiler enrolments -- sorry, include builder enrolments, homes built, and new developments enrolled as its metrics.  Incenting builders to exceed the applicable building code and, importantly, to actually build homes to this higher specification avoids lost opportunities, including the number of homes on an increasing scale is, therefore, consistent with this objective.


A further objective of the board is the implementation of programs which rely on detailed customer data.  An example of this is the Home Health Report program offering which will provide customers with energy usage data so as to behaviourally change and encourage conservation activities in addition to achieving the high participation rates of 1.35 million.


In respect to the Run It Right program offering and a comprehensive energy management offering, the company is proposing participants as the metric on its M10 scorecard.  This is because the -- by the time that customers meet the definition of participant as set out in evidence at B1, tab 1, Schedule 4, pages 34 and 35, they will have reached either the final of the steps that are inherent in the Run It Right offer, or they have installed the metering and database infrastructure to allow for the measurement of energy consumed under the CME offering.  In other words, the definition of participant is such that it ensures that they have advanced quite a ways along the lines towards certainty that there will be, in fact, results generated.  The company believes that the metrics proposed for the scorecards reflect the level of effort the utility engages in to secure results.  In the case of CEM and Run It Right, the company's experience is that the level of effort needs to be directed at securing and engaging customers and convincing them to take all of the steps that are required to meet the definition of participant.  Transcript 9, page 30.


As noted in the Board's filing guidelines at page 14 and as echoed by Mr. Woolf during cross-examination, at transcript 12, page 64, some programs are a mix of market transformation and resource acquisition and seek both outcomes:  fundamental changes in markets and direct measurable energy savings.  Elements of both do exist in respect of some of Enbridge's M10 programs offerings, and the metrics selected recognize this and the difficulty in determining resulting CCM savings.


It is important, again, to note that the framework provides the utilities are not entitled to a shareholder incentive where they do not reach the 75 percent of scorecard target on a weighted basis.  The utilities are, therefore, at risk that underperforming program offerings will drive down performance and result in the company not earning any incentive in respect of a particular scorecard.


Ms. Glasford confirmed at transcript 5, page 131 that the company sees this as a real downside risk.  There is, therefore, an inherent incentive for the company to manage and respond to underperforming program offerings.


The framework consistent with earlier versions recognizes the need to provide the utilities with sufficient flexibility so as to direct resources among differing programs with differing levels of performance.


This is done through the 15 percent additional funding available under the DSMVA and where 100 percent target is met and also the ability to move up to 30 percent of the funds as between programs.


The weighting of scorecards and the grouping of program offerings of similar kind, such as Enbridge has proposed in respect of its M10 scorecard, ensure there is an adequate critical mass of shareholder incentive to the various scorecards.  Enbridge's goal is to be successful in respect of each of its scorecards.  The company believes that the assignment of incentive to each of the scorecards is appropriate in this regard.


Turning now specifically to an issue that came up during the hearing and the issue of payback, Board Staff's witness Mr. Woolf recommended during his evidence-in-chief that a one-year payback period might be appropriate for certain custom industrial programs.  Is belief is that this would help reduce free ridership.  Transcript 11, page 186.


In contrast, Mr. -- well, Mr. Neme stated that payback is a policy question to be determined by the regulator, and at transcript 10, page 43, he stated this:

"I mean, there are trade-offs here, and I do believe that imposing that kind of limitation would improve the free rider rate or would reduce it.  It would probably lead to more savings from projects that are longer lasting, you know, more durable, but there would be a cost to it as well.  There will be some non-free-rider, cheap, shorter-term savings that could have been acquired from operational and efficiency improvements that would otherwise not have been undertaken that you would forego."


In other words, it is important to recognize that, if a payback threshold is applied, certain customers who are currently in the pipeline for participation in various programs will be excluded, and this will have an impact on Enbridge's targets and budgets.  It is also contrary, we submit, to the goal of achieving all cost-effective DSM.


The pre-filed evidence in respect of Enbridge's custom projects indicates that they have designed their program to minimize free riders.  They are based on a financial -- they are not based on a financial barrier such as a payback, but rather on activities related to project development.  Knowledge development, opportunity identification, opportunity quantification, engineering analysis, and implementation planning are all significant barriers and one which rival financial barriers.


Enbridge's energy solution consultants directly assist its commercial industrial customers overcoming these barriers, and we heard the same evidence given by Mr. Goulden on behalf of Union, which Mr. Smith also identified in his submissions.


The simple fact is that Enbridge's relatively small incentives for commercial/industrial projects are not likely to take a project from a three-year payback to a one-year payback situation.

Implementing the one-year payback period has the potential to eliminate a material number of projects.  It could also have the impact of having a negative impact on the relationship between Enbridge and its commercial/industrial customers.

If a payback period is applied by the Board, this would require a significant re-evaluation of targets, scorecards, and free-rider rates.

Mr. Woolf admitted that he was unaware that Enbridge had a 50 percent free-rider rate for its industrial projects, transcript 12, page 181.

Under cross-examination he admitted that it would amount to double-counting if you included a payback period and did not reduce the applicable prescriptive free-rider rate to reflect the fact that payback period was now in effect.  This suggests a reality that Mr. Shepherd highlighted in a question to Mr. Woolf during his cross-examination, that the implementation of a payback period requirement would necessitate the re-measurement of net to gross; in other words, free ridership and spillover values.  Transcript 12, pages 67, 68.

In Enbridge's submission, there is no evidence in this proceeding which would assist the Board in determining and coming to the conclusion that a net-to-gross ratio of free-rider rate that should be applied in the payback -- if a payback period is applied, one year's implemented.

In other words, in the event that you were to require a payback period to be applied, there is no evidence in this proceeding which would assist you in determining what is the change that should be applied in Enbridge's case to the 50 percent free-rider rate for industrial customers.

The evidence that the utilities have relied upon and at which the free-rider rates are currently based is the Summit Blue report that was undertaken in 2008, and it was based upon a sampling of Ontario customers.

Enbridge submits this remains the best evidence and the evidence that should be relied upon by the Board and no payback period should be implemented.

Moving on to another area, which is capping metrics at a 150 percent contribution.  Mr. Neme states in his report that the Board might consider putting a cap on the contribution that a particular metric can make to an overall scorecard.

Under cross-examination, he offered that -- or he agreed that a 150 percent cap might not be appropriate and that one could consider a higher figure as an example.  Transcript 11, page 135.

Mr. Neme accepted that having such a cap might result in the company discontinuing its successful program partway during the year, transcript 11, page 132.

What this means, for example, is that if participant levels is the metric in issue, and a program were to reach a 150 percent cap as proposed -- Mr. Neme -- and further participants would no longer add value to the scorecard, the utility would naturally be incented to discontinue that aspect of the program.

In the end, no specific cap figure has, in fact, been reviewed for appropriateness because none has specifically been proposed.

Enbridge submits there is therefore no evidence currently before the Board which would support your determination of an appropriate cap on metrics.

The fact is that Enbridge is desirous of successfully achieving all metrics, and the weighting given to metrics is intended to provide an appropriate balance across each of the metrics.

While Mr. Neme referenced a program which involved an over-achievement by the company, as noted by Mr. Ott at transcript 6, page 13 in respect of the 2012 scorecard, one of the company's metrics in that year was minus 103 percent.

Having a weighted scorecard with several metrics allows the company to try and still achieve successful results despite under-performance in one respect.  Mr. Neme acknowledged that a cap would have this constraint.  Transcript 11, page 133.

It is the company's view that it is artificial and inappropriate to include a cap for over-achievement and not include one for under-achievement.  The goal should be to allow the company to continue to pursue successful programs.  As noted by Mr. Paris, a cap could sacrifice extreme positive performance, like the great participation rate that the company enjoyed in respect of its HEC program.  Transcript 5, page 62.  The company therefore opposes any cap on metrics.

I'll briefly turn now to program evaluation.  On August 21st the Board issued a letter setting out the DSM evaluation governance structure going forward that will be in place for the purposes of the multi-year plan.

DSM program evaluations will be overseen by the Board and will involve the retention of a third-party evaluation coordinator and contractor.

The Board will look to new evaluation -- to its new evaluation advisory committee to provide input and advice to it on the evaluation and audit of DSM results.

In short, DSM program impact evaluations will be undertaken pursuant to this new government structure.  Program process evaluations will remain the responsibility of the utilities.  In this regard, the utilities noted that Board Staff expert Synapse made a number of recommendations in respect to process evaluations in its report, particularly a summarize (sic) at Appendix A, pages A1 through A3.

Many of Synapse's recommendations were already contemplated by Enbridge and/or the company has agreed to certain of the recommendations, having appropriate regard to annual budgets and appropriate prioritization.

In its undertaking response J5.3, the utilities provided commentary regarding those process evaluation recommendations, which they accept, and will be implemented.

For example, Enbridge is willing to ensure, where possible, that it surveys non-participants in its process evaluation activities.  And Enbridge refers the panel to Exhibit J5.3 for its response in respect of future process evaluations.

We can now turn to a subject that we heard a lot about, and that is avoided costs.  Enbridge has for the purposes of its TRC screening program offerings included avoided commodity and distribution infrastructure costs.

The calculation of avoided costs undertaken for the purposes of the development of this multi-year plan is similar to how avoided costs have been determined in prior proceedings.

In addition, the company also applied the 15 percent adder, which has been referred to as the TRC-plus methodology.  That's a 15 percent non-energy benefits adder.

While neither of the Minister's directives nor the framework are specific as to the exact valuation of non-energy benefits included in the adder, as demonstrated by Ms. Oliver-Glasford at transcript 5, pages 13 and 14 and Exhibit K5.1, page 19, the 15 percent adder is the equivalent of more than 80 percent of the calculated value of carbon using a 2018 vintage mean price of $15.22 Canadian per tonne.

If I could turn you quickly to tab 2 of our compendium, and it is page 7, which is the upper right-hand corner.  This is the screen shot that was included in Ms. Oliver-Glasford's presentation, and very simply, what it demonstrates is that the 15 percent adder, which you will see in the middle of that page, is about 30 million, 29.8 million, and the calculated value of carbon is 36.5, and that's based upon the 2018 vintage value of $15.22 Canadian.

And you compare the two and you see that the 29.8 million, which is the 15 percent adder, represents more than 80 percent of the 36.5 million.

The point we're simply making is that there is or appears to be an amount included in the non-energy benefits adder, and it could include a significant portion of the value of carbon.

While the company freely admits that once the Province's intentions in respect of a carbon emissions cap-and-trade regime are known, that it may be appropriate to review the amounts included in avoided costs for carbon, at this time, as noted by my friend, it is speculative, but it is reasonable to conclude that you've already done so in respect of the 15 percent adder.

It does not appear that any party has questioned the use of the TRC-plus test by the utilities.  There is no evidence that increasing the 15 percent adder to reflect the full value of carbon at this time and any other environmental attribute would screen additional program offerings as cost-effective to a material extent for the purposes of this proceeding.

Stated differently, there is simply no evidence that by increasing the adder beyond the 15 percent which the Board has required that there will be further programs that will screen positively cost-effectively which are needed for the purposes of the utilities programs.

Much attention was focused at the hearing on certain alleged avoided costs as calculated by Mr. Chernick and expressed by Mr. Neme in his evidence, for the purposes of attempting to demonstrate that such avoided costs will have a downward effect on customer's bills.

Stated differently, it appears that GEC is attempting to show that there is greater room for the utilities to spend more in DSM programs by reason of these additional avoided costs because they reduce the bill impact on residential customers to less than $2 per month, which is the guidance that the Board provided.  In other words, GEC is attempting to suggest that there is a means of getting around your framework guidance of $2 per month for residential customers by pointing to alleged downward impact on bills.

Enbridge submits this is simply incorrect for a number of reasons.  First, while past DSM efforts haven't continued to provide program participant savings by avoiding commodity costs that they would not otherwise -- that they would otherwise have incurred but for the energy efficiency measures that they have implemented, the impact of these savings already exist.

Even if we assume that some of the avoided costs which GEC have pointed to result in savings which continue, such savings are already embedded in a customer's bill.  GEC is, in effect, saying that further DSM spending should be permitted because customer bills would otherwise be higher today but for the spending of prior years.

The fact is that adding more costs for DSM activities to customer's bills today is the result of additional spending. Customers do not see the savings from prior years.  As bill impacts to residential ratepayers is an issue of concern to the Board, then it is important to use current rates, not bills which would otherwise have existed but for the historic DSM programs.

Second, while the company accepts that carbon costs may be truly avoidable in future, ratepayers are not currently required to pay anything for carbon emissions.  This will continue until at least 2017.  Indeed, Enbridge submits, given the Minister's directive to the IESO, where the Minister has required a midterm review, and that review should, through the potential study which is currently underway, consider how carbon reduction may be used to screen prospective DSM programs to inform future budgets, it appears that the minister is signalling that perhaps no costs for carbon will be introduced onto residential ratepayers' bills until sometime after the midterm review in 2018.  All of this, of course, is speculative until the government issues the applicable regulations.

It is equally plausible that the Government of Ontario may exempt residential ratepayers from paying anything for carbon emissions in their gas bills, and Mr. Neme admitted in response to this suggestion I made to him that anything is possible.  Transcript 11, page 110.  The point is that carbon is not an informed issue for this proceeding other than the fact that an element of it is included in the 15 percent adder.

Third, GEC refers to the DRIPE effect, and Mr. Chernick attempts to confirm in his report that this phenomenon exists in the United States, and should, therefore, by extension, apply to Ontario's markets.

Mr. Welburn, from Enbridge's gas supply department, confirmed in evidence that, while the DRIPE phenomenon may be worth further study, there are a number of factors and complexities which need to be considered before any credible conclusions can be drawn.

Under examination at transcript 7, page 132, Mr. Welburn confirmed that Enbridge is now using longer-range forecast to help inform its forecasting of cold weather snaps to allow it to procure supply in advance of the weather events.  Mr. Welburn confirmed that, by the practice -- by this practice, during 2014 and 2015, of maintaining storage deliverability into the winter season, Enbridge likely had significant impact on the cost of natural gas at Dawn.  This buying practice is but one of the factors which any analysis of DRIPE must take into account.  Mr. Welburn also confirmed that the DRIPE phenomenon must also take into account any impact on transportation tolls which might increase rateably in the event of a demand reduction.  He also noted that natural gas production from shale formations, such as Marcellus and Utica, has increased significantly since 2008, and this has resulted in a significant shift in the pricing structure of gas across North America.  This point was, in fact, reiterated by Mr. Quinn in his cross-examination of Mr. Chernick, transcript 7, page 136.

Mr. Chernick further agreed under cross-examination by Mr. Quinn that, while further study of basis DRIPE specifically may be warranted, the value put forth by

Mr. Chernick for this effect should not be considered as a placeholder.  Transcript 11, page 47.

Mr. Welburn's comments are further supported by the report filed by Union Gas prepared by ICF.  At page 4 of the report, it reads:
"DRIPE can be more significant in isolated markets as it depends on the supply and demand situation of a specific region, and supply-constrained regions are more vulnerable to spikes in natural gas prices."

What we've heard in this proceeding is that the situation at Dawn is much more complex, as Mr. Welburn indicated.  It, therefore, requires much further study.

In summary, it was Mr. Welburn's view that the supply and transportation price impacts resulting from a reduction in demand that were discussed by GEC are the result of only looking at a few select considerations.

Mr. Welburn advised that, if the Board is to consider such impacts, it will be important to take a broader perspective of market influences.  He added that Enbridge does not believe there is sufficient information to make the determinations made by GEC, especially given the complexity of having storage near its franchise and the unique nature of services, such as the multipoint balancing that is being discussed and which is offered by Union Gas to its direct purchase customers.  Transcript 7, pages 36-37.

Fourth, as confirmed by Mr. Welburn in evidence, commodity costs, transportation tolls, and storage are included in Enbridge's avoided gas cost values.  This is because Enbridge incorporates each of these costs into its SENDOUT analysis.  They are, therefore, embedded in the avoided gas cost.  It is for this reason that Navigant, which is the third-party entity which calculated the distribution avoided costs of Enbridge, did not include these costs in its analysis.

Finally, GEC suggested that the avoided distribution cost which Enbridge, through Navigant, calculated was inappropriate.  While Enbridge admitted that the figures they provided to Navigant lacked approximately 55 million in distribution infrastructures that were inadvertently omitted -- it was an administrative omission -- the additional costs would have had only a marginal impact on overall avoided costs.

As noted by Ms. Mills, while under cross-examination, the impact of these additional costs would result in a marginal increase of less than 1 percent in the water heating and industrial load profiles and an increase of less than 2 percent in the space heating and space and water heating load profiles and that, on average, over a 30-year time period, the avoided distribution costs account for approximately 1.5 to 5 percent, depending on load profile, of the total avoided gas costs, as indicated in response to JT1.28 and transcript 7, page 72.

In addition, Ms. Thompson confirmed in evidence, transcript -- page 36 in Exhibit K7.3, that in a more recent review of the costs which have not yet been provided to Navigant -- these are the 55 million that were inadvertently omitted -- perhaps up to half of these amounts will be determined to not be load related.  And that's an important factor, and it was confirmed by Mr. Neme in his reported at page 41 where he said:
"DSM cannot address every type of infrastructure need.  It only has potential value as an alternative if the infrastructure projects that are being driven at least in part by load growth."

Even then, it will not always be applicable, either because the load reduction required is too great or because it is needed too soon, because the economics of a particular application are not favourable, et cetera.

GEC witness Mr. Chernick, of his own volition, determined that the avoided infrastructure costs which Enbridge should have used should total 548 million, more than double the correct amount.  That's from GEC2, pages 41, 42.

Ms. Thompson, on behalf of the company, stated in evidence that Mr. Chernick's additions were erroneous as they were not load related.  His additions included, we note, all of the costs of segment B of the GTA project which Mr. Chernick added to his figures, and Ms. Thompson confirmed that they should not have been considered load related and that the load related portions of segment B had been included in the distribution infrastructure totals provided.  Transcript 7, pages 30 to 36.

Enbridge agrees with Mr. Neme that only load-related infrastructure should be included in the analysis.  Relocated and replaced pipe, unrelated to load, should not be included.

Ms. Thompson confirmed that the portion of projects' attributable load growth is included -- is already included in avoided distribution cost, transcript 7, page 33.

Ironically, Mr. Chernick admitted in examination during the technical conference that the best practice would be to review each project on an individual basis to determine what component is load-related.  That's transcript volume -- technical conference, transcript volume 3, page 103.

This is, in fact, what Ms. Thompson confirmed Enbridge is already doing.  At transcript 7, page 83, she stated: "With the different categories..."

So reinforcements, replacements, relocations, and sales: "...those are pretty distinct categories, and even to the extent that there are different parties that often work on those types of projects, depending on where they fit within the organization.  So for us and what we do within the distribution planning group, we're able to make the pretty clear distinction as to what is load-growth-related versus what is not load-growth-related because it is the nature of what we do with infrastructure planning and forecast development."

It was noteworthy that counsel for GEC questioned Enbridge's witnesses about the impact of avoided distribution infrastructure, in response to which Ms. Oliver-Glasford stated at transcript 7, page 48 that she "could not confirm in the real world that there have been actual deferrals or offsets of pipeline infrastructure".

Ms. Oliver-Glasford reminded GEC's counsel that what they are undertaking is a theoretical exercise, given that these savings are broad-based across Enbridge's franchise area, whereas determining that there has been geographically targeted pipeline deferrals or offsets is a very different proposition.  In other words, the avoided infrastructure costs used for the purposes of the TRC-plus screening are not directly transferable to a bill impact analysis in the real world.

Accordingly, it is the company's position that its avoided costs should not be adjusted for the purposes of its TRC screening programs.

While the company has committed to updating its avoided commodity costs in the fourth quarter of 2013 and will use these for future TRC screening purposes, the company sees no purpose in undertaking a lengthy, complex review of other avoided costs, with the possible exception, of course, in respect of any introduction of cap-and-trade.

In terms of materiality it should be recognized that the distribution infrastructure, avoided costs, and any DRIPE impact are, and will continue to be, only a fraction of total avoided costs, given that natural gas commodity savings make up over 90 percent of total avoided costs.

I'm now going to turn to integrated resource planning.  Enbridge is committed to conducting an IRP study, and as such has responded directly to the Board's request to file a proposed study outline.  For the development of the scope of work for this study, Enbridge brought together key personnel from distribution planning, gas supply, and the DSM groups to inform and discuss the concept of IRP and to develop a study outline.

While IRP understandably involves a culture shift within the company, the members of the IRP study group, working group -- sorry, the IRP study working group are committed to fully exploring the relationships between the various areas for the purposes of IRP.

There has been a fair amount of discussion by several parties about the similarities of natural gas, IRP, and electric IRP, and that the concepts of electric IRP can be easily adapted for gas IRP.

While this appears theoretically to be reasonable, practical application has proved differently, and an example of that is the paucity of any studies that were produced by any party in this proceeding as to the gas IRP occurring in other jurisdictions.


One obvious difference as noted by Ms. Thompson in evidence, transcript 7, page 104, is that unlike electricity distribution where a power outage can be restored with minimal impact, if a gas shutdown occurs the gas utility cannot simply flip a switch and turn the gas back on.  A visit to affected residential and other customers may be required to restore service.

Differences such as these highlight the risk inherent to transplanting electricity concepts directly into the very different natural-gas sector and the importance of a thorough due-diligence process.

Another difference is that DSM calculates savings franchise-wide on an annual basis versus on a peak load basis.  Given the gas distribution systems are built to meet peak daily and hourly load, it is the relationship between DSM programs that affect peak load and projected future infrastructure needs that needs to be considered.

The words of one investor-owned Canadian utility, Fortis B.C. Energy, that has been involved in an IRP over the last years, is illustrative of this issue.  And I don't propose to read the quote in its entirety, but in an interrogatory response in the B.C. Utilities Commission proceeding, G-189-14, Fortis B.C. identified certain practical realities about gas IRP.  Specifically they stated in the response:

"A vertically integrated utility such as many electrical utilities must either acquire power and capacity from the market or produce their own power and capacity.  In this regard, a resource plan examines the alternative resource portfolios to determine what might be the best mix of these resources.  In other words, the resource plan reviews and assesses the trade-offs between various generation and electrical purchase options.  However, for a gas utility that does not own its own gas reserves and files for approval of its annual contracting plan -- in other words, acquires supply-side resources from the market, and those -- and whose bill is disaggregated showing supply-side resources, i.e. gas supply costs separately, the purpose of the resource plan is not to assess resource portfolios.  Rather, its purpose is primarily to assess energy delivery infrastructure requirements needed to deliver gas to end-use customers on the natural gas system.  To this extent, the resource plan examines forecasted load, the potential for demand-side resources, and the resulting options for adding additional pipe, storage, and compression.  In summary, since there are no generation resources to include in alternative portfolios and since there are no alternative portfolios of energy-efficiency measures that will have substantially different impacts on supply capacity resources, creating alternative portfolios and conducting portfolio analysis typical of vertically integrated electrical utilities does not make sense for Fortis."

The B.C. Utilities Commission then went on its decision of December 3rd, 2014 to essentially agree with this observation.  It said: "The panel agrees with Fortis that the steps required to undertake a resource plan for an integrated electric utility are different than for a gas utility."

So we raise this point not because the company has any hesitation in proceeding with its IRP study, and the details of the scope of that study are set out in the plan, and the company intends to pursue it with your approval.  The intent of this is to simply identify the difficulties that exist and the fact that there has been very little done in other jurisdiction in this regard, and to also highlight the fact that there is not a simple transposition of what occurs on the electrical side on to what occurs on the gas side.

Turning to the scope of work planning study, the company identifies at page 2 the important difference between the deferral of infrastructure used for screening purposes and the actual deferral of infrastructure that is required in an IRP setting.

At page 2 of Exhibit C, Schedule 3, the company notes:

"The primary objective of broad-based DSM is to obtain participant and societal savings across the entire franchise area."

As I've said earlier.

In the process, DSM programs will have an indirect impact on the need for distribution infrastructure.  This effect is sometimes referred to as a passive deferral of infrastructure and will be captured as part of the avoided distribution costs included in the TRC test.  In contrast, distribution planning is concerned with maintaining the safety and integrity of the distribution system under all conditions, including the situation of maximum use.  Distribution planning looks at peak hour requirements in each network and sub-network of the distribution system, based on the history of individual customer usage in that network and design-day conditions.  Accordingly, a key task of the IRP study will be to examine the impacts of DSM on peak hour demand.  Enbridge is proposing that it undertake case studies in its franchise areas with respect to potential impacts on subdivision planning and deferral of reinforcement projects.  This approach appears to have been received well by intervenors, including BOMA and GEC.

In the meantime, Enbridge has included in its filing a preliminary transition plan, Exhibit C, tab 1, Schedule 3.

Enbridge proposes to consider DSM as part of its future infrastructure planning efforts by developing and testing transition activities as part of the study of DSM and its IRP study.  This will be done by using real examples of planned infrastructure projects as case studies in the research.  The case study examples will then be used to develop and test the methods by which DSM alternatives will be assessed.

The company, therefore, believes that it has put forth a well-considered scope of work for the IRP study, which was supported by Synapse in its evidence at -- in its report at page 128.  The company submits that its scope of work appears broadly supported and is fully compliant and responsive to the objectives of the framework.

I will briefly turn now to the potential study which Enbridge prepared and was filed in evidence.  Enbridge retained Navigant for the purposes of completing a potential study, and it's dated January 15, 2015, and it's filed Exhibit C, tab 1, Schedule 1.

The study was used, at a high level, to provide guidance towards the development of Enbridge's DSM plan and targets.  Enbridge believes that the potential study is also of relevance for the purpose of guiding the Board and stakeholders in respect to the level of savings that can reasonably be achieved by the company at different DSM budget levels.  The company believes the potential study does support the figures contained in its plan.

Navigant acknowledges that all potential studies, including the one that it prepared, carry some uncertainty.  And In a response to stakeholders' comments, dated January 15th of 2015, at page 5, it said the following:

"Methods employed in the study are common throughout the industry, consistent with best practices, and have been utilized in dozens of studies throughout the country, including all four IOUs in California.  Any forecast of technology adoption is fraught with uncertainty regardless of the approach used and level of rigour employed.  As such, all studies of this nature should be taken as one of several inputs into the target setting, regulatory and detail program design process.

"Using our best judgment we expect that a 90 percent confidence interval on the achievable estimates in the study would likely include values that are plus or minus 20 percent of those reported.  So modifications to results that are likely to result in very small percentages of chances and savings are well within the overall noise or uncertainty of the study or any potential study."

You may recall that Mr. Neme indicated in his report at page 22 his view that Enbridge's potential study was fraught with so many methodological problems that it has almost no value.  Enbridge is of the view that Mr. Neme's claims are not reasonably based on the evidence put before the Board.

One of the panel members that was produced by the company, Mr. Welsh, who was confirmed as an expert in modelling energy efficiency adoption and project -- and was the project manager for Navigant, provided a thorough response during the hearing to one of the key concerns raised by Mr. Neme.  Mr. Welsh was prepared to address the additional concerns, but in the interest of time, he did not continue.  It is our respectful submission that Mr. Neme's comments in respect of the potential study should not be accepted.

Turning now to accounting treatment and deferral accounts, Enbridge is proposing the creation of several additional deferral variance accounts and a modest revision to the DSMVA.  I earlier spoke about the modest revision to the DSMVA, and that is to allow the company to record any unspent monies in respect of the 2015 incremental budget in 2016.  The other traditional DSM deferral accounts would continue, the LRAM, DSMIDA, and the carbon dioxide offside credit account.

The company is proposing several further accounts.  The first is a cost-efficiency incentive deferral account which will record any remaining budget in respect of programs that achieve 100 percent of target.  This is in response to the Board's framework which allows the company to make use of unspent monies where it achieves 100 percent of budget in the following year to achieve target and the company is, therefore, proposing an account to allow those monies to be carried forward.

The company has also proposed a DSM participant incentive deferral account which will be used to record the variance in incentive payments earned and paid to participants in a particular year versus the amounts budgeted for that year.

In short, the need for this account arises from the existence of multiyear DSM programs like the Savings by Design program.  Builders enrolled in that program have up to three years to build residential homes which meet the requirements of the program.

As it is only in the year in which the home is actually built and confirmed to meet the requirements of the program that an incentive is actually paid to the builder, the budgeted amount for such incentives in the year in which a builder enrols, which might be three years earlier, which includes the future incentive, needs to be rolled forward.  The company's proposed methodology in respect of this account is included at Exhibit B, tab 1, Schedule 6, page 7.

The company has also proposed a DSM information technology capital spending variance account.  This account will record the difference between the amounts included in the DSM budgets for IT capital spending in each of the years 2016 through 2020 and the amounts actually spent upgrading the DSM IT system.  I should note that there was, in the previous framework, approval for some capital spending on Enbridge's DSM IT system.  The estimated cost is as noted at Exhibit B, tab 1, Schedule 6 and totals 5 million, and some of the earlier approved monies would be applied towards that cost.

It is noteworthy that, during Enbridge's recent custom IR application, it was made clear to the Board that the capital budget for Enbridge's IT systems did not include any amounts for the DSM IT system, so we just wanted to make it clear that there was no amount approved in respect of its recent custom IR proceeding that was directed to the needs of the DSM IT system.

The company made available Mr. McGill on one of its panels who was in a position to speak to the company's DSM IT needs.  It is noteworthy that there were no questions asked in this regard.

On-bill financing, the company has indicated that it is prepared to discuss this issue further with stakeholders.  As noted in the oral evidence of Mr. McGill, the company currently has the capability of including an on-bill financing option on its bills, but a number of issues and questions will first need to be addressed by the board and stakeholders.

These include, first, the appropriateness of the utilities using shareholder or ratepayer monies to offer low or no interest loans to certain ratepayers.  The company anticipates that there will be pushback from financial institutions and HVAC entities which are currently in the markets or who wish to enter the market.

Second, there was also the question of the existing open bill access agreement which was reached with stakeholders and which was approved by the Board several years earlier.  What changes would need to be considered to that agreement to facilitate on-bill financing is an outstanding question.

Third, what existing commercial arrangements are in place which may not be compatible with Enbridge, in effect, entering the financial market?

Fourth, finally, it is to be expected that some parties may question whether the undertaking which the utilities have given to the Lieutenant Governor permit them to enter into the financing market versus simply providing access on its bill to private lenders and other companies.

In short, the company submits that this is an area that requires further exploration and consideration before any final decisions can be made.

Bill impacts.  As identified by Ms. Oliver-Glasford during her presentation, after the company proceeded with its bottom-up, top-down build-up of budgets for each year, it applied the top-down direction using guidance from the framework, in particular, the $2 per month rate impact on residential ratepayers.

As noted in evidence, the company calculated the rate allocation impact of its program assuming an achievement of the 100 percent target.  The company submits that the use of the 100 percent target is reasonable, having regard to the fact that it has not historically earned the 150 percent shareholder maximum incentive.

To use the 150 percent level to ultimately determine the bill impact on residential ratepayers would have led to an underspending, in that budgets would have been built on an assumed bill impact that will not likely materialize.  This being said, the company did file evidence about bill impacts using the 150 percent target for illustrative purposes, and that's in response to CME 10.

Page 18 of the framework provides that overall cost increases to other ratepayers are -- should be generally proportional with the guidance provided in respect of residential ratepayers, and the company is of the view that the rate impacts to other ratepayers as a result of its plan are not materially proportionally dissimilar.

The company does note the following quotation at page 17 from the framework:

"The Board is centrally concerned with two factors that must be balanced, ensuring gas utilities have sufficient funding available to pursue all cost-effective natural-gas savings in their franchise areas and that the costs to undertake such efforts are reasonable for those customers who will not participate in a program."

We come to back to a discussion earlier about the balance that the Board had to exercise, in terms of the issuance of the framework.

It should be recalled as discussed earlier that the framework was developed using and following a very comprehensive and extensive consultation.

The company's relied upon the fact that there had been a great deal of effort expended by the Board, Board Staff, all the stakeholders in the development of the framework.

Looking at the framework, it is natural that the utilities, therefore, responded with programs that were consistent with that framework and consistent with the budget guidance that was provided.

Looking at GEC's submissions, it is clear that what was -- that what is requesting from the Board is essentially the same thing it was asking, as I said earlier, in -- that it proposed during the course of the framework proceeding.  In fact, it is asking for you to now expand spending beyond the direction that was included in the framework.

The company attempted through cross-examination and the table that I put to GEC's witnesses at Exhibit K11.2 to demonstrate that what GEC was proposing -- and we submit it was hypothetical -- even if they do exist, are not material.

And if I could turn you briefly to that table.  It's under tab 1, the third page there.  And you may recall, Ms. Duff, you had a number of questions about this table and whether or not Enbridge was adopting it in evidence, and again, it was only intended to demonstrate, as an illustration, what the possible impacts of it, but you will recall that Mr. Neme did admit that the math that was used behind this table was sound.

GEC doesn't agree using the first-year savings, but the submission that Enbridge makes that the question that the Board has asked, and the point that it has directed the utilities to consider, is what are the impacts on residential ratepayers as a result of their DSM plan, and this table simply shows that even if you accept that GEC is correct, the first-year rate impacts will result in a 9-cent monthly decline in their bills, and that is where you include carbon, and there is no carbon cost immediately, and that is where you include avoided distribution system costs, and that relates to plant that is already in the ground.

So in effect, GEC is saying that, Enbridge, you should be able to market to your residential ratepayers the fact that you can increase your spending but there will not be a corresponding increase in your monthly bill, and they do that on the basis of this hypothetical analysis.

As a lawyer, if I were asked by a utility whether marketing to that effect would be appropriate, I would have to say the company should exercise caution.

Using the GTA segment B as an example, the plant is in the ground.  The bill impacts are going to exist.  There is no analysis that will show that the GTA project, particularly segment B, is going to save ratepayers money.

It is fine to use that for the TRC analysis; it is another thing to suggest that it should be used for a bill reduction impact analysis.

I would have to caution the utility that if you market that, that some smart class-action lawyer would say, 'Uh, uh, uh, this is not going to happen, and Enbridge, you have been misleading to your ratepayers, because there will not be a corresponding reduction in bills based upon distribution infrastructure, at least at this point.'

MS. LONG:  Mr. O'Leary, are you wrapping up?  We are just a bit past the time that we thought we would be sitting.

MR. O'LEARY:  I have about another five minutes if that's all right.

MS. LONG:  Thank you.

MR. O'LEARY:  I will briefly move to integration and collaboration.  Turning first to the collaboration between the gas utilities.  There continues to be a good deal of collaboration through the technical evaluation committee, the undertaking of joint studies, the development of the technical reference manual.  There are some concerns as expressed by the joint panel in respect of the combining of the DSM IT systems, in that, as identified earlier in Mr. Smith's submissions, there may not be any -- and Ms. Lynch -- there may not be any savings that would result from that.

In respect of Enbridge's collaboration with the LDCs, I have explained in some detail already, I believe, the extent to which Enbridge is pursuing collaborative alternatives and options and the use of its CIF fund to support that.

In terms of the midterm review, the company specifically responded to Undertaking J6.2 with its views as to what should not be included as part of that interim review, and I refer the panel to that.

Certainly, it is within the Board's prerogative that you would set the parameters of that particular review, but -- and it will include certain items such as carbon, perhaps DRIPE, and the impact on the screening process that go forward in future, but we would hope that it would not involve a process that is the equivalent of this one, that six-year plans have been developed, and other than what I would describe as a tweaking of that plan where appropriate, the midterm review should not be a whole-scale reconsideration of the plans.

So in conclusion, Enbridge appreciates the opportunity to make submissions.  It has been a long process to arrive at today, beginning with Enbridge's efforts in December 2013 through the consultative process in 2014, the development of the framework, and the great deal of time and effort expended by everyone.

It -- you may recall, Enbridge developed its plan only in a matter of months following the issuance of the framework, so there is a great deal of time and effort and concentration spent at that point.

The framework was issued by the Board, and in February 2015 the Minister issued the Board a letter, and I've included in our compendium that letter at tab 1.

And I return to that letter simply because in Enbridge's submission, the Board should take the message from the Minister that the Minister is first of all aware of the framework that was issued, that secondly, that the Minister is aware of the 15 percent non-energy benefit adder that you've included, specifically identified, and that the Minister has indicated that he is pleased with what is done.

It is directed that you consider carbon and DRIPE as a future screening process, and he's interested in seeing the results of the potential study, but the Minister, in our submission, has indicated that the framework as issued by the Board should continue.

The Minister could have issued an amendment.  It did not occur.  The Minister has now had six months to do that.  And you see no request to amend your framework or directives to require the Board to do further.

The plans are therefore developed in accordance with the Minister's directives and your framework, and have therefore been appropriately developed.  The company has concern that if the submissions of certain intervenors are accepted and they are required to, in effect, go back to the drawing board that we may be in a situation where, if there's to be a significant change in the budget, there would have to be significant change in the targets, it would require, perhaps additional stakeholdering with the parties, it would mean that there would be a further plan that would have to be filed with the Board.  Will we then be going through many of the same processes that we are now, which includes the interrogatories, perhaps a technical conference, another oral hearing?  I don't know, but these are all things that could happen if there is a significant request to change the plans as filed.

Enbridge's DSM funding team, I would submit, should have given you the appearance of being enthusiastic and dedicated to the work that they're doing in the development of the programs, and you may recall that Mr. Neme, in fact, complemented them on that.

I do trust that you appreciate the creativity and the devotion that they have put into the plan which has been filed and the program offerings and the innovation that has been exercised.

Enbridge submits that the plan as filed not only passes the test of compatibility with the framework and the directives, it has also passed the test of the scrutiny of intervenors and yourselves in this proceeding.

Enbridge asks that the plan, as filed, be approved by the Board, and Enbridge looks forward to working with parties in future and with the Board in the successful development of -- in the successful rollout and generation of savings over time, and the company, therefore, greatly appreciates the opportunity to make these submissions.

The last thing I will say simply because this may be the last word orally, unless there are some questions, I would like to thank the Panel for your attention throughout.  It is obvious to all the parties, and if I can say this on behalf of all the stakeholders, that you have reviewed the material in depth, have a great command of it; you have been attentive throughout; and your questions have been penetrating and appropriate, and we appreciate your assistance.  Thank you.

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

And we want to thank the Applicants for attending today and doing their argument in-chief in front of us.  Thank you.

That concludes today's hearing.  Thank you.
--- Whereupon the hearing concluded at 11:23 a.m.
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