
[image: image1.jpg]) SIC PERMANET

| _rocus | 4
Ontario

VT INCEPIT

2\




ONTARIO ENERGY BOARD

	FILE NO.:
	EB-2016-0296
EB-2016-0300

EB-2016-0330


	Union Gas Limited
Enbridge Gas Distribution Inc.

Natural Resource Gas Limited


	VOLUME:

DATE:

BEFORE:
	2
April 20, 2017
Ken Quesnelle
Victoria Christie
	Presiding Member and Vice-Chair
Member


EB-2016-0296
EB-2016-0300

EB-2016-0330
THE ONTARIO ENERGY BOARD

Union Gas Limited

Enbridge Gas Distribution Inc.

Natural Resource Gas Limited
Applications for approval of the cost consequences
of cap and trade compliance plans
Hearing held at 2300 Yonge Street,

25th Floor, Toronto, Ontario,

on Thursday, April 20, 2017,

commencing at 9:01 a.m.

----------------------------------------
VOLUME 2
----------------------------------------
BEFORE:


KEN QUESNELLE


Presiding Member and Vice-Chair

VICTORIA CHRISTIE

Member

LJUBA DJURDJEVIC
Board Counsel

JOSH WASYLYK
Board Staff

LAURIE KLEIN
RACHELE LEVIN
PASCALE DUGUAY
DENNIS O'LEARY
Enbridge Gas Distribution Inc.
MYRIAM SEERS
Union Gas Limited

ADAM STIERS

STEVE DANTZER

CHRIS GAGNER

BRIAN LIPPOLD*
Natural Gas Resources Limited
JOHN VELLONE
Association of Power Producers of Ontario (APPrO)
TOM BRETT
Building Owners and Managers Association (BOMA)

SCOTT POLLOCK
Canadian Manufacturers & Exporters (CME)

JULIE GIRVAN
Consumers Council of Canada (CCC)

KENT ELSON
Environmental Defence (ED)

LAURA VAN SOELEN
Industrial Gas Users Association (IGUA)

*Appearing by telephone

RANDY AIKEN*
London Property Management Association (LPMA)

MATT GARDNER
Low Income Energy Network (LIEN)

JOANNA VINCE
Ontario Sustainable Energy Association (OSEA)

MARK RUBENSTEIN
School Energy Coalition (SEC)

LINDA WAINWRIGHT
Six Nations Natural Gas
LISA JAMIESON
TransCanada PipeLines
INDEPENDENT PARTICIPANTS:

Zelkjo Zidaric*
*Appearing by telephone

1--- On commencing at 9:01 a.m.


1ENBRIDGE GAS DISTRIBUTION INC. - PANEL 1, resumed


J. Murphy, F. Oliver-Glasford, A. Langstaff,

A. Kacicnik; Affirmed

1Preliminary Matters


5Continued Cross-Examination by Mr. Elson:


15Cross-Examination by Mr. Gardner:


24Cross-Examination by Mr. Brett:


56--- Recess taken at 10:45 a.m.


56--- On resuming at 11:09 p.m.


57Cross-Examination by Ms. Djurdjevic:


67ENBRIDGE GAS DISTRIBUTION - PANEL 2


J. Murphy, F. Oliver-Glasford, Previously Affirmed;
S. McGill; Affirmed
68Examination-In-Chief by Mr. O'Leary:


70Cross-Examination by Ms. Vince:


76Cross-Examination by Mr. Brett:


77--- Recess taken at 11:48 a.m.


77--- On resuming at 12:14 p.m.


78UNION GAS LIMITED - PANEL 1


A. Mikhaila, S. Henry, J. Byng, 

C. Newbury; Affirmed
78Examination-in-Chief by Mr. Smith:


79Presentation by Ms. Byng:


88Cross-Examination by Mr. Rubenstein:


97--- Luncheon recess taken at 12:47 p.m.


97--- On resuming at 1:52 p.m.


109Cross-Examination by MR. Pollock:


111Cross-Examination by Ms. Van Soelen:


116Cross-Examination by Mr. Chamberlain:


119Cross-Examination by Ms. Girvan:


124Cross-Examination by Mr. Quinn:


128Cross-Examination by Mr. Aiken:


136Cross-Examination by Mr. Elson:


151--- Recess taken at 3:15 p.m.


151--- On resuming at 3:40 p.m.


189Cross-Examination by Mr. Gardner:


196--- Whereupon the hearing adjourned at 4:52 p.m.




23EXHIBIT NO. K2.1:  BOMA CROSSS-EXAMINATION COMPENDIUM FOR EGDI PANEL 1


79EXHIBIT NO. K2.2:  UNION GAS PRESENTATION


89EXHIBIT NO. K2.3:  SEC CROSS-EXAMINATION COMPENDIUM FOR UNION PANEL 1.




20UNDERTAKING NO. J2.1:  TO ADVISE WHICH PROGRAMS DESCRIBED AT PAGE 2 OF LIEN'S IR NO. 3A UNDER ISSUE 1.10 ARE DIRECT INSTALL AND WHICH ARE SELF INSTALL.


21UNDERTAKING NO. J2.2:  TO PROVIDE THE ATTRIBUTION METHODOLOGY TO APPORTION PROGRAM SAVINGS FROM THE GIF PROGRAM AND EGD'S HEC PROGRAM


23UNDERTAKING NO. J2.3:  TO PROVIDE DOCUMENTATION REFERRED TO IN LIEN IR 5A


32UNDERTAKING NO. J2.4:  TO PROVIDE A COPY OF A LETTER FROM THE GOVERNOR OF CALIFORNIA STATING THE ONTARIO PROGRAM MEETS THE REQUIREMENTS FOR LINKAGE WITH THE CALIFORNIA PROGRAM


94UNDERTAKING NO. J2.5:  TO RECAST THE TABLES AT EXHIBIT 7, SCHEDULE 1, PAGES 1, 2, AND 3 TO SHOW THE DIFFERENCE IF YOU HAD UPDATED THE 17.07 FOR THE ACTUAL SETTLEMENT PRICE FROM THE MARCH 2017 AUCTION.


130UNDERTAKING NO. J2.6:  TO DETERMINE EXACTLY HOW THE ORDER OF OPERATIONS FOLLOWING A PARTIAL PAYMENT WOULD INFLUENCE THE BALANCE ASSOCIATED WITH THE CAP AND TRADE COMPONENT AND THE NON-CAP AND TRADE COMPONENT


189UNDERTAKING NO. J2.7:  TO SPEAK TO THE BUSINESS DEVELOPMENT AND TECHNOLOGY GROUP TO ADVISE WHETHER ANY WORK HAS BEEN DONE ON GEOTHERMAL SPECIFICALLY.


195UNDERTAKING NO. J2.8:  TO CHECK WITH YOUR DSM GROUP IF UNION PROPOSES WITHIN THE 2015 TO 2020 DSM PROGRAMS, TARGETING AND MAKING SURE THAT ALL OF THEIR SOCIAL-HOUSING CUSTOMERS ARE ELIGIBLE FOR THOSE PROGRAMS; AND IF THERE IS A GAP, WHAT UNION INTENDS TO DO ABOUT IT.





Thursday, April 20, 2017
--- On commencing at 9:01 a.m.

MR. QUESNELLE:  Good morning, everyone.  Please be seated.
ENBRIDGE GAS DISTRIBUTION INC. - PANEL 1, resumed

Jennifer Murphy,
Fiona Oliver-Glasford,
Andrew Langstaff,
Anton Kacicnik; Previously Affirmed.

We have a continuation of panel 1 from Enbridge.  And I will just remind the panel that you are still under oath, or affirmed, as -- from the other day, and Mr. O'Leary, any preliminary matters from --

Preliminary Matters:


MR. O'LEARY:  Just a couple very short ones.  First of all, I neglected, when I entered appearances, to indicate that I am joined by Edith Chin, with the regulatory group at Enbridge.

We have two transcript corrections, Mr. Kacicnik.

MR. QUESNELLE:  Thank you.

MR. KACICNIK:  Thank you.  I would like to make two corrections.  The first correction is on page 64, line item 20.  The sentence reads as:
"When it comes to customer-related emissions there are different costs that are not imposed on the system by all customer classes."

That sentence should read:

"When it comes to facility-related emissions there are different costs that are not imposed on the system by all customer classes."


I misspoke, saying "customer-related".  It should be "facility-related".

And the second correction is on page 90, line item 20.

The sentence says:
"So your actual costs for 2017 would be $16.06, 16.06."

The correct way is:
"So your actual cost for 2017 would be $16.60, 16.6."

And the same correction is on line 16.  Where the sentence says:

"So 8.3 cents multiplied by 200 units, you would get 16 plus $6 as well."

The sentence should read:
"So 8.3 cents multiplied by 200 units, you would get $16.60 as well."

MR. O'LEARY:  Thank you, I can advise you that panel 2 is present and ready to proceed once panel 1 is completed.

And with that, those are the preliminary matters, Mr. Chair.

MR. QUESNELLE:  Thank you very much, Mr. O'Leary.

Mr. Elson, do you want to continue, or did you have any matters you wanted to discuss, or...

MR. ELSON:  I do, actually, Mr. Chair, have one preliminary issue that came up yesterday which relates to Union's witnesses, and we reviewed their CVs, and it appears to us that none of those witnesses have experience in relation to Union's conservation and abatement programs.

And I hope I'm wrong in that respect, but we've had a bit of a back-and-forth between myself and Mr. Smith, and I'll let him speak for himself.

But practically speaking, my concern is that, at least for this panel, 95 percent of my questions were answered by Ms. Oliver-Glasford, and there is no equivalent person with conservation knowledge or abatement knowledge on the Union panel as far as I can tell, and I hope I stand to be corrected.

My questions to Union will obviously be different, and I'm not going to be going over just the same material, but it will be in the same area, and I'm worried that nobody will be able to answer those questions.

I did raise this issue, and we weren't able to make any headway, and I just raise it on the record now for two reasons:  one, just to put that issue on the record and the fact that we've made that request that a person with abatement expertise be put on the panel; but second is just to bring it to the Board's attention while there might still be time for Union to put forward a witness who can respond to questions relating to incremental abatement programs and whether -- how and to what extent they should be part of the cap and trade compliance plan.

I know that this is Union's case to put forward, and that's a fair comment for Mr. Smith to say, and I am sure he will say that, but I also know that this is a multi-million-dollar issue and something that the Board might be interested in, and so I raise it now while there might be a chance for the Board to comment on that.

MR. QUESNELLE:  Thank you, Mr. Elson.  Mr. Smith, are you prepared to speak to this at this time, just given Mr. Elson's concern about the timing, if there was something we're going to ask for, but might be best to know that now.

MR. SMITH:  Well, Mr. Elson asked yesterday for a copy of the Union witness panel CVs, which we provided to him.  It includes Ms. Joan Byng, who's the manager of cap and trade design and implementation, as you might expect, given that this is a proceeding in relation to Union's 2017 cap and trade design.

We are not proposing to call anybody from Union's DSM group as part of this panel.  Indeed, as I understand it, Enbridge hasn't either, except Ms. Fiona Glasford happens to have had some experience in that area.

I can't say now, because I don't have Mr. Elson's questions, whether or not we will be in a position to answer each and every one of his questions, nor can I say now that I agree that each and every one of his questions as they were framed yesterday were relevant from my perspective.

It did strike me, in review of the transcript, that the crux of his cross-examination, while it took some time, was essentially around the extent to which Enbridge -- and I assume the same question will be asked in relation to Union -- whether Union -- the extent to which Union incorporated incremental customer-funded DSM into its cap and trade design for 2017 and, if not, why not.  And those are questions that we are in a position to answer.

So we anticipate receiving that question, we anticipate providing an answer to Mr. Elson, and where that goes from there, I suspect, is a matter of argument, and we'll just have to see how that plays out.

MR. QUESNELLE:  Thank you, Mr. Smith.

Mr. Elson, response to that?

MR. ELSON:  All I can say is that our questions relate not only to the extent to which incremental abatement was included in the compliance plans, but also the extent to which it should have been included in the compliance plans and may relate to comments that the Board wants to make about this plan or what Union and Enbridge do in their next plan, although, of course, the focus is primarily on this plan.

I don't have anything further to add, and I leave it in the Board's hands.  I merely wanted to raise the issue.

MR. QUESNELLE:  Okay.  Let's leave it until after the break then.  The Panel will deliberate that on the break and if we have any requests of Union we'll make it at that time.

Okay.  Thank you.

MR. ELSON:  Thank you.

MR. QUESNELLE:  So, yeah, continue with your cross whenever you are ready there, Mr. Elson, thank you.
Continued Cross-Examination by Mr. Elson:

MR. ELSON:  Thank you, Mr. Chair.  Good morning again, panel.  So I will only be about five or ten minutes, and I have no questions for panel 2, so hopefully you will be done sooner rather than later.

And I will just start by asking a question about the DSMVA.  Ms. Oliver-Glasford, I understand that the DSMVA allows Enbridge to spend more money on existing DSM programs that are showing good results in order to achieve additional benefits.  Is that roughly a fair way to describe it?  And if not, can you describe it in a more accurate way?

MS. OLIVER-GLASFORD:  Mr. Elson, I think you've characterized it very well.  I would just point out that the DSM framework provided by the Board did identify a bill impact number which was -- really drove the budgets and targets and how we went about our planning, and that figure was something that we abided by.

MR. ELSON:  And so the DSMVA might, for example, allow you to extend a program that's having really good uptake from customers?  Even though you had met an initial budget number, you can have a certain percentage of continuation of a program.  Is that an example of how it can be used?

MS. OLIVER-GLASFORD:  Yes, it does have an upper limit, but, yes, it does recognize overages, and I just would like to identify -- and I think we talked about conservation as being the same at the beginning, and I do want to remind us all that in our plan we have actually added incremental conservation to our plan through the addition of the green investment fund.  Indirectly, that is ratepayer money because it is the down-payment for the cap and trade funding through the green investment fund, so customers' bills are, you know, seeing the roughly $2 a month for DSM, but also roughly $7 a month for cap and trade, which -- presumably some of that is going to conservation activities which would be captured.

MR. ELSON:  I'll have to circle back to that shortly, but I just want to finish off on the DSMVA.

All I was leading up to was a question which is whether you expect to come up to the upper bound that's allowable under the DSMVA this year.


MS. OLIVER-GLASFORD:  Even if I was part of the DSM group, I would have no way to speculate that at this time.

MR. ELSON:  I guess that leads to another question, which is whether spending additional money on existing programs might be a way to expand the gas savings achieved by conservation by Enbridge?

MS. OLIVER-GLASFORD:  Again, it's not linear.  Increased spending does not always result in increased results.

In theory, all things being equal, that is Theoretical.  But again, we don't know -- we don't know where the uptake is in a given year, how the programs evolved, so...

MR. ELSON:   So it's uncertain at the moment whether you will moment are meet that cap or not?

MS. OLIVER-GLASFORD:  Yes, it is uncertain.

MR. ELSON:  That's helpful.  Could you turn to page 15 of the compendium, please?   I'm circling back to your comments about the GIF fund.

At the bottom of this page, there is an underlined section and it says:
"The company has not incorporated incremental ratepayer-funded abatement activities into its 2017 compliance plan."

Your comment just now was that the green investment fund is ultimately paid for by ratepayers, and that's because it's an Ontario-government funded program.  I guess, sort of indirectly, it is paid for by ratepayers through the Ontario government, but it doesn't come out of rates, right?

MS. OLIVER-GLASFORD:  That's correct and that's why we essentially said we had not incorporated incremental ratepayer-funding, trying to kind of make that link with direct funding.

MR. ELSON:  Got it.  And that isn't a program that's driven by your cap and trade compliance plan; that that pre-existed the cap and trade compliance plan, right?

MS. OLIVER-GLASFORD:  I think it's fair to say that there have been a lot of moving parts that have been iterative in nature.  But certainly it did predate our submission of our compliance plan.

MR. ELSON:  And there aren't costs in the compliance plan for that program, right?

MS. OLIVER-GLASFORD:  No, there are not additional costs in our compliance plan for that program.

MR. ELSON:  And I think that's helpful. Just one last area.  Could you turn to page 22 of the compendium, please?

So this is the cap and trade framework, and I'll read the underlined portion here.  It says:
"The OEB also recognizes that in any given year, a utility may develop a compliance plan in which the only activity proposed is the procurement of allowances (and offset credits), if the utility has determined that this is the most cost-effective and reasonable approach."

Do you see that there?

MS. OLIVER-GLASFORD:  Yes, I do.

MR. ELSON:  Can you confirm that Enbridge hasn't conducted an analysis to show that a compliance plan that excludes incremental ratepayer-funded conservation is the most cost effective approach?

MS. OLIVER-GLASFORD:  I cannot confirm that.  I believe we have considered options and analyzed -- not in a calculated fashion in all respects, but certainly qualitatively and, in some cases, quantitatively reviewed the option.

Certainly DSM; there's ample discussion of detailed calculation through the DSM framework and ensuing multi-year plan that were there for our reference.

As well, it is clear in the DSM framework guidance around spending that the Board, in their cap and trade framework, discussed that it was premature to determine how the nexus between TRC and SCT might impact or work with carbon strategy or cap and trade.

We have not received as of yet the marginal abatement cost curve, which presumably will help inform our decisions for this compliance plan, and we will need time to digest that, and in fact have time to plan even for that as we move forward.

We haven't received the ten-year forecasted cost of carbon, or the Long-Term Energy Plan, or the details around how the monies that are collected through cap and trade are being disbursed out into the market, which could change, you know, different feasibilities on different initiatives.

Then the most important thing, which I think I spoke about yesterday, was we did think about the timing.  We know that DSM programs at the shortest can be six to eight months to design, research and be launch ready.  But they can take as long as two years to be appropriately ready to go.

MR. ELSON:  I think there are two different questions here.  One is whether Enbridge has the information available to it to do an analysis of comparative cost effectiveness, and your comments go to that question, saying there is a lot of unknowns and so we just -- we can't do that comparative analysis at the moment, and that's a comment that you've made.

But there is a different question, which is just to confirm that there isn't anywhere in the evidence where this kind of comparative cost effectiveness study has been done.  Is that fair to say?

MS. OLIVER-GLASFORD:  I think my comment was mis- characterized.  There is a lot of data on the record that has been done by those that worked on DSM for the multi-year plan that are paid through that budget.

We certainly took those numbers into account and we're really looking at that in comparison with forecasted cost for carbon for this year.

When you look at that, and you take into all the other issues of practicality and reasonableness, it was not deemed reasonable to add in incremental ratepayer DSM at this time.

MR. ELSON:  Let's narrow it down to something even more specific.  Could you turn to the next page on the framework, please?

There is an underlined portion here and I'll read from the beginning of that sentence, which says:
"To assess the cost effectiveness of the utilities' compliance plans, the OEB will require a utility to calculate and provide key performance metrics, including,” and this is the underlined portion, "cost per tonne of each compliance instrument or activity and a comparison of the cost of investing in GHG abatement activities versus procuring emission units."

And that's what I haven't seen, which is a comparison cost per tonne of abatement versus allowance procurement.  Is that anywhere in the evidence that I've missed?  I don't think it's there.

MS. OLIVER-GLASFORD:  Again, I think we -- we do know the price of carbon.  We do have the data with us, maybe not here today, but on the public record in the DSM hearing.


I think the difficulty becomes -- we talk about assessing here.  Assessing happens at the end of the year.  We're entering into a new market, the first year of this program, and when we start to talk about incremental DSM, again it comes back to these fundamental issues, how -- do you just use an average cost for what that is, or do you capture the actual incremental cost?

As we know, the more conservation you are looking to get, the more expensive it gets.  So are you taking the last unit cost?  Are you taking the average?  The issues are complex and I think to simplify it in terms of saying we're using a weighted average cost of what conservation has been historically, or last year, certainly it helps in guidance, but it's not -- it is not definitive in nature.  It doesn't give us what we need.  This is an assessment that will happen after-the-fact.

MR. ELSON:  So I'll take that to mean, because you haven't identified areas in the evidence, that this hasn't been provided, and your answer to be reasons as to why it hasn't been provided; is that fair?  Or is there something you'd like to point me to?

MS. MURPHY:  I'm sorry, could you repeat the question?

MR. ELSON:  I just said that I would take, Ms. Oliver-Glasford, your answer to mean that this kind of comparison isn't in the evidence because you haven't pointed me to where, and your answer to be explaining why it's not feasible to do that at the moment because of challenges that you face and uncertainties; is that fair to say?

MS. MURPHY:  I think that is fair to say, and I would draw your attention to the sentence after the one that you've underlined, which says:
"The OEB MACC will establish benchmarks for the cost per tonne, as will the results of the allowance auctions, the annual and long-term carbon price forecast, and other market information."

So right in the framework, the OEB has recognized that some of these pieces of information that are still forthcoming will assist in setting performance metrics that would allow us to compare compliance instruments versus abatement opportunities, so in the absence of those right now, it is not quite possible to do a fulsome analysis.

MR. ELSON:  This sentence here is talking about assessment as part of the cost-effectiveness optimization.  Is that fair to say?  On page 23 here.

And I'm comparing that to the reference on page 26, which is monitoring and reporting.

MS. OLIVER-GLASFORD:  I'm sorry, Mr. Elson, do you have a question there about...

MR. ELSON:  Yes, whether your understanding is the same, which is that the earlier paragraph that we were referring to is not an after-the-fact assessment but an assessment that's done as part of the development of your plan on page 23, and then on page 26 is the monitoring and reporting that is happening after-the-fact.

If this is an issue that -- I think actually the report speaks for itself, and so I can move on.  I thought that was going to be a quick question.

MS. MURPHY:  We do see on page 23 of the compendium under the heading "performance metrics" the first line does say that:
"The OEB will rely on performance benchmarks for the purpose of assessing forecast costs of compliance plans."

So we do believe that section is in reference to assessing our compliance plan at this point in time.

And on page 26 of your compendium it does appear to be for the monitoring and reporting, which would be filed, an annual report, on August 1st of the year after the end of the compliance plan.

MR. ELSON:  Okay, thank you.

So Enbridge -- just two more questions:  Enbridge hasn't taken, I presume, an analysis to determine the amount of incremental abatement that could be achieved in 2017.  That wasn't an assessment that was conducted; right?

MS. OLIVER-GLASFORD:  I believe that was the potential study that you took us to yesterday that was conducted by the Board for the purposes of the natural gas utilities, so there is, in fact, a potential study.

MR. ELSON:  So the potential shows how much could be achieved in 2017, but the -- Enbridge itself hasn't done an analysis to see how much it could have been putting in place in 2017, for example, when the regulations were released in May of 2016 or as the process was ongoing with the Board; that's right?  Enbridge didn't do its own analysis to say, how much can we achieve in incremental abatement?

MS. OLIVER-GLASFORD:  No, we don't do the study that you are speaking of.

MR. ELSON:  Okay.  Thank you.  And I think it's fair to say that Enbridge can't say one way or another whether or how much it could have saved Ontarians by including incremental abatement in its compliance plan; is that fair to say?

MS. OLIVER-GLASFORD:  I think it's fair to say that Ontario now has a cap and trade regime in place that presumably those dollars are going towards conservation and low carbon activity for the purposes of abatement, so I'm not sure I can fully agree with your statement, but if we're looking at it in terms of incremental on top of both the DSM and the cap and trade, then, no.

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

MR. QUESNELLE:  Thank you, Mr. Elson.

Mr. Gardner.
Cross-Examination by Mr. Gardner:

MR. GARDNER:  Thank you, Mr. Chair.  Good morning, panel.  For the record, it's Matt Gardner, for LIEN, the Low Income Energy Network.

My first number of questions are truly panel 1 questions, but I am going to endeavour to ask panel 1 some panel 2 questions too, because I think that might expedite things and make things more efficient if you're able to try and answer those.

The first set of questions are about the variance account.  And if you could turn up Board Staff IR 2-24, please.  On the second page.  Thank you.

So my first question is really to make sure that I have the right understanding about what Enbridge plans to do in normal course in terms of timing to either credit or recover actual costs from the variance account from residential customers for 2017.

In the third paragraph down it looks like the normal process that Enbridge is looking to undertake is that there will be a one-time additional cost added as a result of the variance account on customer bills sometime after filing the 2018 compliance plan, in August 2018; is my understanding correct?  Paragraph 3.

MR. KACICNIK:  Yes, that's fair.

MR. GARDNER:  And then if you scroll down two more paragraphs to the end of the long paragraph that starts with "following the current Board-approved methodology".  I will just quote for the record where it starts with:
"If the one-time billing adjustment is considered too large to be administered in a single instalment, the company would propose to clear the balance over multiple instalments; i.e., over multiple months."

What constitutes "too large" for the purpose of changing the plan from a one-time instalment as opposed to over the course of a number of months?

MR. KACICNIK:  It is difficult to put some concrete numbers to that.  However, we look at the balance at that time when it's incurred and proposed for disposition, we look at the balance, we see what kind of impacts on the bill would be, and then we propose one-time versus multi-month clearance of that balance.  For example, as I testified yesterday, we cleared roughly 60 million from our 2015 deferral and variance account balances, and in that case we propose to clear that balance over two months, rather than one time over one month, one-time billing adjustment.

MR. ELSON:  And if you do the math to try to figure out what the impact would be for residential customers, and in particular, obviously I'm concerned about low-income customers, is there a threshold or a percentage or an amount per month, if we're averaging $7 per month just for cap and trade alone, outside of deferral and variance, can you do the math in terms of what it might be, that the threshold may all of a sudden change if it was $2 additional or if it was 10, or is there a threshold in terms of that amount per month?

MR. KACICNIK:  There is no firm threshold, and it would be a function of the amount and when the balances are cleared on a customer's bill.

For example, in the summer or the fall, the bills are much lower than they are in the winter months.  So if you are clearing the same amount, let's say $2 in the summer months, for that month it would cause the bill to go up more than if you are clearing $2 in winter months when bills are much higher.

So it's really a function of each particular Situation.  So you have to look at that particular situation and then make judgment calls, if you are going to clear it as one time or over multiple months.

MR. GARDNER:  Does that mean that you will probably be looking at -- in the normal course, around August or September, you have about three months, let's say, before the heating season really starts, to try to spread out or even one time add to the bill during the cooling season, so that there's less of an impact on customers?

MR. KACICNIK:  I'm not certain if I would agree with that.  Please keep in mind that the applications will be filed by August 1st of each year.  So, once that's filed, the application it's to be reviewed, there is an interrogatory process and all of that.

It takes quite a bit of time to get through the process before the Board can render a decision on the disposition of those balances.

So I would think that the earliest time we could clear those deferral account balances, the very earliest would be October, but more likely would be January of the following year.

MR. GARDNER:  So given that would be prime heating season, would you look at potentially clearing the accounts once the middle of spring, or even summer the following year happens?

MR. KACICNIK:  No, we would be looking to clear the balances as soon as possible after the Board rendered their decision.  Typically, we clear those balances in conjunction with quarterly rate adjustment, or QRAM, rate change.  So that's most efficient from billing and customer  communication standpoints.

In other words, if we receive the Board decision in time to clear those balances in conjunction with January 1st rate change, we would do that.  We would not be proposing to delay clearance of those balances, for example, until the summertime.

MR. GARDNER:  Okay.  My next question relates to Enbridge's disconnection policy and under your conditions of service, and how cap and trade would be dealt with for the purposes of that policy.  Is the cap and trade cost technically a gas charge as opposed to a non-gas charge for the purpose of disconnection?

MR. KACICNIK:  It is part of our delivery charges.  So to go back to how you characterize it, yes, it would be part of the total gas charges on the customer's bill.

MR. GARDNER:  If we can now turn to -- there are only two other IRs that I'm going to ask you to take a look at, so I didn't do a compendium.

If you turn to LIEN's IR 3…

MS. OLIVER-GLASFORD:  Can you provide the issue number, Mr. Gardner?

MR. GARDNER:  This is a panel 2 issue.  I think it is 1.8.  It is about abatement, and if it is a more proper question for panel 2, then that's fine.  1.10 is the issue number and on page 2, I see the list of what I understand are the measures from the GIF that Enbridge is implementing.

Can you help me to understand which of these are direct install versus self install?

MS. OLIVER-GLASFORD:  Are you speaking about how our GIF program is designed?

MR. GARDNER:  Specifically each of these measures.  Obviously, some of them will be direct install.  But if there are any that are self install, I'd like to understand that, measure by measure.

MS. OLIVER-GLASFORD:  My understanding is that this program is delivered as a self install program, similar to our home energy conservation program.  But I can seek to undertake to find out for sure, if that's helpful.

MR. GARDNER:  That would be helpful.

MS. DJURDJEVIC:  That will be undertaking J2.1.
UNDERTAKING NO. J2.1:  TO ADVISE WHICH PROGRAMS DESCRIBED AT PAGE 2 OF LIEN'S IR NO. 3A UNDER ISSUE 1.10 ARE DIRECT INSTALL AND WHICH ARE SELF INSTALL.


MR. GARDNER:  Thank you.  Under the response to LIEN's 3 (b) just below, Enbridge refers to a predetermined attribution methodology for the enfranchised natural gas customers being attributed to either DSM-funded, the ATC program, or the GIF in determining how that will happen.

Is there an actual methodology in print to assist Enbridge with that process?

MS. OLIVER-GLASFORD:  I can seek to understand that and do an undertaking.

MR. GARDNER:  Thank you.

MS. DJURDJEVIC:  That will be J2.2.
UNDERTAKING NO. J2.2:  TO PROVIDE THE ATTRIBUTION METHODOLOGY TO APPORTION PROGRAM SAVINGS FROM THE GIF PROGRAM AND EGD'S HEC PROGRAM

MR. GARDNER:  As a corollary or follow-up to that, if there isn't something actually written in terms of what the methodology is, perhaps Enbridge could undertake to just give its understanding of how that process may work, if it's not already being undertaken, if it's not a formal policy or procedure.

MS. OLIVER-GLASFORD:  Certainly, as I said, I would seek to undertake that -- if there is an attribution policy in writing, to get that.  I think the GIF program is -- got forecasted targets on best efforts basis and the results will be, you know, shared at the end of that through the DSM – the DSM regular audit process.

MR. GARDNER:  Okay.  Turning now to following what my friend Mr. Elson was asking about and the DSM midterm review, I understand from the framework that the quote-unquote deadline to initiate that review process is June 1st, 2018.

Is there any contemplation by Enbridge, or through discussions with Board Staff, that the review may be moved up to an earlier date than June 2018?  And if so, when would that be?

MS. OLIVER-GLASFORD:  I'm sorry, I don't have specific knowledge of whether there has been discussions on that.

MR. GARDNER:  Is there anyone else, Ms. Oliver-Glasford who may know the answer to that?  I presume it's you, but...

MS. OLIVER-GLASFORD:  It would be Mr. Lister, and he's not here with us today.

MR. GARDNER:  Is Mr. Lister appearing on panel 2?

MS. OLIVER-GLASFORD:  No, he's not.

MR. QUESNELLE:  Mr. Gardner, you can also ask Board Staff offline.

MR. GARDNER:  Okay, I'll do that.  Thank you, Mr. Chair.

If we could turn to LIEN IR 5 (a), paragraph 3:
"Enbridge confirms that Enbridge conducted cap and trade research specifically among low income consumers."

Is there a report or something again in print to document this research?

MS. OLIVER-GLASFORD:  Yes, we do have a summary of that research.

MR. GARDNER:  Could I get an undertaking to provide that, please?

MS. OLIVER-GLASFORD:  Yes, that will be fine.

MS. DJURDJEVIC:  That will be J2.3.
UNDERTAKING NO. J2.3:  TO PROVIDE DOCUMENTATION REFERRED TO IN LIEN IR 5A

MR. GARDNER:  Finally, my last question is -- if you could turn up BOMA interrogatory 9, please?

 MS. OLIVER-GLASFORD:  Would you provide the issue number?  Sorry.

MR. GARDNER:  This is probably issue 1.10 -- and possibly 1.9, and on page 2, the last paragraph, it states that the company is -- Enbridge states:

"The company is currently examining several alternative business activities that could serve to reduce carbon emissions."

Can you help me understand what those alternative business activities may be?

MS. OLIVER-GLASFORD:  I'll have to defer that question to panel 2.

MR. GARDNER:  Okay.  Thank you.  Those are my questions for panel 1.

MR. QUESNELLE:  Thank you very much, Mr. Gardner.

Mr. Brett.

MR. BRETT:  Thank you, Mr. Chair, Panel.  I have a compendium -- could I get a number for that?

MS. DJURDJEVIC:  That will be Exhibit K2.1.
EXHIBIT NO. K2.1:  BOMA CROSSS-EXAMINATION COMPENDIUM FOR EGDI PANEL 1


MR. BRETT:  And does the Board have a -- oh, all right.

MR. QUESNELLE:  We will shortly.  Thank you.
Cross-Examination by Mr. Brett:

MR. BRETT:  I sent this out to the company Monday evening.

Could you turn up to start number 17 on my compendium, please.  That's BOMA number 10, but it is page 17 of the compendium, or item 17.  The numbers are in the top right corner.  Do you have it?

MS. OLIVER-GLASFORD:  I'm sorry, Mr. Brett, ours doesn't seem to have numbers in the top corner.

MR. BRETT:  You should have a -- the compendium is set up with a number in large -- a large-ish number in the top right corner of each page, so -- or each section, so this has got number 17.  It is item number 17 in the compendium, and it is BOMA interrogatory 10; have you got it?

MS. OLIVER-GLASFORD:  Yes, we have the index, so that's helpful.  Thank you.

MR. BRETT:  All right.  Okay.  I just want to read you the question in (a), 10(a).  We asked the question:
"Will EGD, the utility, or a related party as defined in Ontario Regulation 144/16 register as a market participant to allow it to participate in the cap and trade market?  Does is intend to buy, sell, trade, take derivative positions on or in any way other way participate in the carbon market for its own account."

In other words, in the case of the utility, any capacity other than on behalf of its ratepayers.

And the answer you gave over on the next page, page 2, was no.  A short answer, but a definitive one.

And then we had said -- well, let's just take that answer.

Now, yesterday in your discussions with some of the other examiners, it was my understanding that you spoke about the fact that you would be monitoring and maintaining communication with other affiliates in the Enbridge structure, of which, of course, there are many, to determine whether or not any of these affiliates plan to register as market participants in the carbon market, and that was in your discussion with Mr. Rubenstein at page 48 of the transcript.

So my question to you is:  Which answer is correct?

MS. OLIVER-GLASFORD:  In 2017 there will be no entities within Enbridge that are registering as market participants.

As we move forward, and if there is linkage with Quebec, we are certainly going to be having to look, because Gazifere comes an entity, and so we're going to -- you know, I think it is a longer-term issue was my response to Mr. Rubenstein.  But for 2017, no, there are no entities that are --


MR. BRETT:  All right.  And --


MS. OLIVER-GLASFORD:  -- participating as market participants --


MR. BRETT:  -- so it may be the case that down the road one of the entities in the Enbridge group would participate in the market basically as a market participant, a trading participant; is that -- would it be fair to say that as well?

MS. OLIVER-GLASFORD:  No, certainly not.  I'm simply trying to say that that response was for 2017.

I can't say what will happen moving forward, but certainly, you know, for 2017 there are no -- there would be no entities within.

MR. BRETT:  All right.  The second question actually, just as a quick follow-up to what was asked yesterday, I believe, by Ms. Girvan asked you about your comments on -- in your initial presentation yesterday about reporting or notifying the Board in the event that certain things happened in 2017, increases in either prices or volumes of 25 percent or more.  Then significant changes in the market.

Could you give me a couple of examples of what you would consider significant changes in the market that would justify notifying the Board?

MS. OLIVER-GLASFORD:  The biggest issue that's looming is whether Ontario will link with California and Quebec in the western climate change initiative.  Certainly, there are other elements, but that is the biggest.

MR. BRETT:  Right.  And would you be notifying the intervenors as well if that happened or if any of these things occurred?

MS. OLIVER-GLASFORD:  It is not in our plan to do so, no.

MR. BRETT:  It was not in your plan to do that.  Well, I suppose if there were no linkage with California that would become public knowledge very quickly; would you agree with that?

MS. OLIVER-GLASFORD:  Yes, I think that would be the case.

MR. BRETT:  Okay.  The next question is, could you turn up -- I'm not sure -- would you have a look at BOMA 18, please.  I'm not certain whether that is in the compendium or not.  I don't think it is, so you need to turn up BOMA 18.  Do you have that?

The question there was -- you have it all right?  All right.  The question there was, we had asked you:

"Has EGD determined that allowance allocation purchase and sale and trading would not be subject to Ontario securities legislation?"

The answer was -- that you gave in (b) is:

"Certain forms of allowance trading may be subject to Ontario securities legislation, depending on the nature of the trading and views of the Ontario Securities Commission.  Enbridge will..."

And so on.  My question to you is:  Have you determined -- have you determined which instruments that are out there in the marketplace are -- would be subject to the OSC's jurisdiction?  For example, you have a futures market -- an Ontario future's market contract that is in the -- Union has filed in their evidence.  That is one of several derivative type contracts that are in the marketplace, that are used in financial markets, and that as I understand the evidence are used in California markets.

Have you determined which of these various derivative contracts are subject to Ontario Securities Commission jurisdiction?  Have you had discussions with the OSC?

MS. OLIVER-GLASFORD:  I believe that matter certainly is being determined.  I don't think there is any final -- or full clarity on that at this time, but certainly what you are talking about, derivatives...

MR. BRETT:  You don't have a clear answer yet from the Securities Commission as to which of those are subject to their jurisdiction?

MS. OLIVER-GLASFORD:  No, I do not.

MR. BRETT:  Have you had any communications with them, or discussions with them on the subject?

MS. OLIVER-GLASFORD:  Presumably, our legal team has been reviewing the matter.

MR. BRETT:  Sorry, I didn't get that.

MS. OLIVER-GLASFORD:  Our legal team has been reviewing the matter.  So this response was provided by them and presumably, they are keeping abreast of all the discussions on this topic.

MR. BRETT:  Do you have any memoranda or policy analysis, or a document either of yours or of the securities commission that would shed some light on that that you could file?

MS. OLIVER:  Subject of course to solicitor-client privilege, which would be that I would object to being produced.

MR. BRETT:  Sorry, I didn't catch the word -- Ms. Oliver-Glasford used the word counsel.  Is that what you said, your counsel?

MS. OLIVER-GLASFORD:  Yes.

MR. BRETT:  I'm asking a little different question, whether the securities commission itself has sent you anything that deals with the issue and advises which of these are subject to their jurisdiction or not.

MS. OLIVER-GLASFORD:  No, they have not sent me anything to that respect.

MR. BRETT:  So you wouldn't know, for example, if they were -- if they were subject to their jurisdiction, you wouldn't know whether or not your use of these instruments had to be disclosed in some fashion to the securities commission, for example, in their prospectuses or other filings?

MS. OLIVER-GLASFORD:  I'm not exactly sure where your question is going.  But we do financial reporting as per general accounting principles.  So presumably, if the financial people at Enbridge, as well as counsel, were to determine it was appropriate to do so, then we would be following all legislation as outlined in the interrogatory response.

MR. BRETT:  Just a general question with respect to your compliance plan for 2017.  As the Chair said, we are focusing on 2017 here, so in a sense 2017 is a bit of an atypical year for you, is it not, in that you don't have or will not have at your disposal for your 2017 plan -- or have not had at your disposal a number of the tools that you will have in later years.  Is that a fair statement?

MS. OLIVER-GLASFORD:  Yes, I think that's a fair statement the way you've described it, yes.

MR. BRETT:  For example, you won't have offsets.  Is it highly unlikely you would have offsets available because the offset regulation has not been finalized.  The offset protocols, as I understand it, won't be delivered until later this year according to the current schedule.

MS. OLIVER-GLASFORD:  Certainly a lot of the tools in the marketplace will be open -- are still unknown.  And you are correct that offset regulation has not been finalized.

MR. BRETT:  The offset regulation and the offset process, as I understand it, is a fairly complicated one.  There are a number of steps to it, requiring verification and so on and so on, before you could actually claim savings from an offset as part of a plan, right?

MS. MURPHY:  Yes, that's correct.  Once an offset project is undertaken, it does require verification and that process does take time.

MR. BRETT:  Then, of course, the longer term projects that Mr. McGill will tell us about, the renewable NRG, the gas to power, any of the others on the list, those are going to take some time to mature into actual abatement projects, is that fair, some years?

MS. MURPHY:  Yes, that's fair.

MR. BRETT:  So effectively, what you are left with is the purchase of allowances, or the acquisition of allowances in one way or another, and the use of such financial instruments as you choose to use in connection with those purchases.  Is this a pretty good high-level summary?

I perhaps should have said you don't have incremental DSM because you've talked about that yesterday.

MS. OLIVER-GLASFORD:  I'm sorry, Mr. Brett, I think the question treads into confidential ground.

MR. BRETT:  All right.  Let me move on.  I've taken out a major section of my cross-examination, Mr. Chair and panel, and consumers panel, which was on prudency, because I think that was dealt with yesterday and I made some comments to that effect.  So I'm not going to go over that ground.  I think they were good questions and reasonable answers.

MR. QUESNELLE:  I appreciate your effort in that regard, Mr. Brett.

MR. BRETT:  If I can move on to talk a little bit about risk, as you said yourself a while back, Ms. Oliver-Glasford, one of the risks facing the program, or the uncertainties facing the program is what I will call the California risk, for shorthand.

If you look at, to start with, with BOMA 44 -- I don't think that's in the compendium, so you need to look up BOMA 44, 1.5 EGDI BOMA 44.

I promise you everything else is in the compendium, but we have it here on the screen.

I had asked you about the process in the California, and has the California Air Review Board presented its finding to the governor recommending linkage with Ontario, has the governor's office made a decision on Ontario's eligibility for WCI under California law, and when is the decision expected.

Now, you gave an answer which was helpful.  You said that the California air resources -- Clean Air Resources Board had filed a notice with the governor on January 30th.The governor has 45 days apparently to make or to decline to make specific findings.

So the 45 days have expired.  I know we're dealing with government, so you have to make allowances.  But has the governor of California made his finding at this stage that the linkage is appropriate, that California should link with Ontario?

MS. MURPHY:  Yes, we understand that the governor has provided a letter, that is on the public record in California, that the Ontario program meets the requirements for linkage with the California program.

MR. BRETT:  Would you be able to make a copy of that, and undertake to provide a copy of that letter?

MS. MURPHY:  Yes, we can do that.

MS. DJURDJEVIC:  That will be J2.4.
UNDERTAKING NO. J2.4:  TO PROVIDE A COPY OF A LETTER FROM THE GOVERNOR OF CALIFORNIA STATING THE ONTARIO PROGRAM MEETS THE REQUIREMENTS FOR LINKAGE WITH THE CALIFORNIA PROGRAM


MR. BRETT:  Do you know then whether the Air Resources Board has adopted the amendments pursuant to the governor's letter, the amendments to California's program?

MS. MURPHY:  We understand that there they're still working through the processes to link.

Additionally, in California, they are undertaking a review of their cap and trade program looking at post 2020, as well as changes that they may make in the upcoming years starting next year or the year after.

So there is a chance still that linkage could be delayed despite the governor's recommendation, because of this process that's being undertaken where California may change their program.  And if Ontario doesn't change their program in the same way, now they'd be out of sync again.

MR. BRETT:  They are making an analysis sort of combining their -- this situation, how they would -- the consequences of Ontario joining now with the proposals that they've made for -- at this stage, for revisions in 2020 for the next compliance period.  Is that the idea, that they are kind of wrapped up together?

MS. MURPHY:  Yes, they are looking at both changes for the next compliance period, as well as changes that may take effect sooner than that.

MR. BRETT:  Okay, and do you agree -- well, let me ask you one other question just as background.

There is also some legal uncertainty with the -- in a broad sense, as you know, this issue is before the courts in California, there has been an initial finding that's before an appeal court.  Do you know whether that decision has come out yet?

MS. OLIVER-GLASFORD:  Yes, that decision did come out and essentially said that the options were legal.

MR. BRETT:  Sorry, can I just --


MS. OLIVER-GLASFORD:  The decision did come out --


MR. BRETT:  Yes.

MS. OLIVER-GLASFORD:  -- and it was in favour of the ARB, so the Air Resources Board, so it said that the options were legal.

MR. BRETT:  All right.  And do you know whether -- is that decision available?  Is that on the public record in California?

MS. OLIVER-GLASFORD:  Yes, it is on the public record.

MR. BRETT:  Would you be able to obtain that as well and file that?

MS. OLIVER-GLASFORD:  Yes, I believe we could provide it.  I think it may also be on that same link -- accessible through that same link in that BOMA 44 response.

MR. BRETT:  Is that the link that you gave?

MS. OLIVER-GLASFORD:  The arb.ca.gov link.

MR. BRETT:  The link that you have on the screen here.

MS. OLIVER-GLASFORD:  Correct.

MR. BRETT:  Do you know whether the Chamber of Commerce is going to appeal that to the Supreme Court of California?  Is that the...  Have they indicated anything yet?

MS. OLIVER-GLASFORD:  I have no way of knowing.  I don't know.

MR. BRETT:  Okay.  so the decision is very recent; is that the idea?

MS. OLIVER-GLASFORD:  Yes, it was just issued a couple of weeks ago, yes.

MR. BRETT:  Okay.

MR. QUESNELLE:  Mr. Brett, just curious, the potential for there being issues around the timing of the linkage of the markets or whether they link at all, just interested in the relevance to the 2017 --


MR. BRETT:  Yeah, I think it's -- if they were to -- my understanding is if they were to -- the relevance I think would be if they were to decide -- if, for example, the Supreme Court of California were to decide differently on whether or not this -- whether or not this scheme is illegal or whether it's a tax and not legal under the constitution, if they decided that in two-17, say in the next few months, then it would be dead, as I understand it.  California would claim -- the California WCI would no longer -- couldn't continue, would be my understanding.  So

MR. QUESNELLE:  Which would be significant, but for the -- I'm just question -- for our determinations here, and for the relief sought in this application, what's the bearing on that?

MR. BRETT:  I guess the only -- I've thought a bit about that, and I take your point.  My concern would be that if that were to happen, you're facing, I think -- it would be questionable whether the Ontario program could continue in those circumstances because of potential impacts on the price of allowances.  You know, there is an allowance price curve, as you know, which is in the record, and it's -- but those price curves all assume WCI California participation.

There is other government documents, one of which I'm going to refer to, that suggests that if Ontario were to try and continue with a cap and trade program without California as a partner, it wouldn't work.  The costs would be prohibitive.

Now, you may say, okay, but that would only be from that time on, but I think that might -- I think that fact could affect the price of allowances in the balance of 2017, because people work on expectations.

MR. QUESNELLE:  Okay.  I think you've established that.  I think there is agreement that things aren't totally secure and that not everything has played out as to that eventuality, and I think we can accept that, so if you want to make that connection in your argument, Mr. Brett, that would suffice.

MR. BRETT:  Well, that's fair enough.  And I -- let me move ahead then.  I think -- because I had filed some other material on the record which I thought I may ask some questions about, but -- with respect to California, but I'm not going to -- I don't think I need to go there at this point.

MR. QUESNELLE:  Thank you.

MR. BRETT:  It's -- I do, though, want you to have a look at -- I'd like you to have a look briefly at BOMA 31.  So if you turn up page 14 -- sorry, it's BOMA number 14 in the compendium.  Item 14.  And the number is BOMA 31.  There is a graph that I would like you to look at there.

You have to turn that on its side, I think.  I would like the graph turned around so we can look at it.  Okay.

We had asked you about -- to file this.  This is something that the ICF had done for Enbridge.  This actually was filed in an earlier case, I believe.

I just want to call your attention to a couple of aspects of this.  You can see the price escalation factors there.  You can see how the price is projected to be.

The allowances are priced to be fairly flat out for the first few years, including 2017, and then start to go up more quickly in 2025; do you see that?

MS. OLIVER-GLASFORD:  Yes, we do.

MR. BRETT:  I wanted to -- so the -- I wanted you also to note that the third-last bullet on the right-hand side:

"By 2020 Ontario market will be acquiring 250 to 300 million of California allowances a year and by 2030 close to 4 billion allowances a year."

Is this graph, in your view, still more or less up-to-date?  I mean, is it reasonably current in it estimates?

MS. OLIVER-GLASFORD:  It's the most recent information we have, yes.

MR. BRETT:  Okay.  And then finally on this point, the -- I'm focusing again on 2017.  You have in -- look at BOMA number 1.  Look at the number -- first item in our compliance plan -- sorry, in our compliance plan of these proceedings, but number 1 in the compendium as well.  And I'd just like you to look for a moment.

This is a study entitled "impact modelling and analysis of Ontario cap and trade program."  It was done for the Government of Ontario by Environics Economics, right?  You are familiar with this -- reasonably familiar with this study?

MS. OLIVER-GLASFORD:  Yes, we've all seen it.

MR. BRETT:  And what they say here is -- if you look at page 3, "summary of impact assessment of 2020":
"Alternative policy options for Ontario to achieve its targets are costly relative to the proposed program."

The proposed program is the one that I think that the utilities have put forward, broadly speaking.  And it includes California.

The alternative policy options that they're discussing here, one of them is an Ontario-alone approach, right?  Broadly speaking?  Maybe I should go on a step just to give you a little more information.

If you look at the --


MS. OLIVER-GLASFORD:  Yes.  We can see that -- we can see that there.

MR. BRETT:  I'm looking at page 3.  It's a summary, the overview summary, and the second section:
"Compared to the proposed program, an Ontario alone option with no WC allowance trade or carbon tax would result in GDP impacts that are 8 to 14 times more, with carbon prices 4 to 9 times higher."

Do you see that?

MS. OLIVER-GLASFORD:  Yes, we do.

MR. BRETT:  Do you agree with that, roughly?  Do you have any reason to disagree with that?

MS. OLIVER-GLASFORD:  I have no reason to disagree with this opinion for the government.

MR. BRETT:  Let me go on then.  You've discussed at some length, with Mr. Elson and others, the -- for want of a better word, the interface between DSM and your program.  I don't want to redo that, or go over that ground particularly.

I think yesterday you said effectively that one of the reasons that you -- I really want to explore, very briefly, the same issue in a different aspect of the same issue.

You were asked really why haven't you already produced enhanced DSM for inclusion in your 2017 program.  I took your answer to be – well, it was various.  But the one that sticks in my mind, and I think the most important issue is that you just didn't have time.  You didn't have time.  Is this a fair summary?

MS. OLIVER-GLASFORD:  Certainly that's a big one and
-- but the other one is that the Minister's directive itself was for DSM to be reviewed at the midterm.  The Board's been following that and as per the DSM midterm, one of the topics is cap and trade.

You know, the complexities and the infrastructure of DSM are broader, so the time to get our heads around that, as well as design and deliver programs, it was not possible.

MR. BRETT:  When do you expect to file your -- sorry.  When do you expect to file your filing for the midterm review?  Do you know that yet?

MS. OLIVER-GLASFORD:  I don't know that, no.

MR. BRETT:  Let me ask you -- would you agree with me that notwithstanding what you've just said, you have been aware for some time, I would say back as early as mid 2015, that given the documents that you've received from ICF, the advice from ICF and so on, that DSM would be ultimately a major part of any abatement program.  Is that fair?

I mean, you would have known for some time that CTEC as ICF put it, conservation -- cap and trade energy conservation is the term they used in their studies for you.  They made it clear, it seems to me, did they not, that CTEC or energy conservation would be a very important part of any cap and trade program going-forward.  Is that fair?

MS. OLIVER-GLASFORD:  Certainly, energy conservation is one important way for the province to meet its goals, as could be natural gas vehicles, you know, changing vehicles off of propane onto natural gas.

There is a whole slew of different opportunities available to the province, but energy efficiency is a good one.

MR. BRETT:  There's a whole slew of them, but at least energy efficiency at least is one of the major ones.  Certainly this was the view of ICF, would you not agree?

MS. OLIVER-GLASFORD:  I don't disagree, and I think that that's the intention of the climate change action plan, to address and make some of those activities reality.

MR. BRETT:  My question is why did you consider and why did you not -- did you not consider simply asking the Board as part of your 2017 submission for an enhancement to your existing DSM programs for 2017?

Would that not have been an option?  In other words, I'm not saying create a brand now program, just ask that sort of a low risk -- well, let me say this right.  Just requesting that your DSM budgets for 2017 be increased in recognition of the fact that that would be a way of lowering emissions for 2017.  Did you consider that?

MS. OLIVER-GLASFORD:  We explored a number of different ideas, but certainly the ink was barely dry on the DSM decision, the framework did provide us guidance on the bill impacts of $2 a month in that framework.

The Minister's directive and subsequently the Board's direction was that cap and trade would be one item, or carbon would be one item addressed in the midterm review.

You know, we knew that CCAP -- we saw those documents unfolding.  You know, it was really hard to know where all of the pieces were landing.  So I think it's fair to say we did explore and think about different options.

MR. BRETT:  Just as an aside, are you on track to achieve your 2017 spending targets for DSM at the moment?

MS. OLIVER-GLASFORD:  I don't have that information.  I don't know if we are or not.  It is very difficult to tell at this point in the year.

MR. BRETT:  With respect to -- could you turn up BOMA 13, please?  This is number 13 in the BOMA compendium.  It is actually LIEN's Interrogatory No. 3, but it is 13 in our document, our compendium.

I just have a couple of questions for you on the GIF, which has been the subject of some discussion, but I wanted to clarify one or two items.

Now, in your response to LIEN 3, you say savings will be -- my question is about attributions of savings realized from the GIF program, and you say in here:
"Savings will be attributed to EGDI's HEC program or GIF-funded program on a predetermined contribution."

What is that predetermined contribution?

MS. OLIVER-GLASFORD:  I did offer Mr. Gardner the attribution policy earlier, so I hope that will answer your questions in terms of the --


MR. BRETT:  Sorry, who was that you gave it to?

MS. OLIVER-GLASFORD:  Mr. Gardner.  I offered an undertaking.

MR. BRETT:  I must have missed that.  So that's coming by way of undertaking?

MS. OLIVER-GLASFORD:  Correct.

MR. BRETT:  If you look at compendium 17 – I'm sorry, that's not what I want.  Let me just – hang on just a moment.

It is correct, 17 is the correct reference, and we had asked you essentially about – you had made a statement that you had not adjusted your 2017 emissions forecast -- this is really -- I want to talk about your treatment of GHG in 2017, to put it quickly.  You said you had not adjusted your 2017 emission forecast to reflect the GHG savings for 2017; that's right, isn't it?


MS. OLIVER-GLASFORD:  That's correct, for 2017 we did not adjust our volume forecasts --


MR. BRETT:  And you think that your -- the reason you gave for that is that the program just started in November of '16, and you don't think there is any significant saving -- you said the savings were insignificant for 2017.


MS. OLIVER-GLASFORD:  I think the issue is we don't know, so green investment fund targets are set on best-efforts basis, and so we don't know, and I think we're just learning how to capture -- this is the first time we have a compliance plan and are looking to capture it within our business, if you will, so we are just learning.  We thought it would be an interesting test case at the end of the year to see how those factor into our forecast and moving forward --


MR. BRETT:  So you -- sorry.  So you would -- so your forecasts -- I think you've just answered this, but just to be sure, your forecasts for emissions for 2017 do not reflect any savings from the GHG program?


MS. OLIVER-GLASFORD:  Our volume forecasts --


MR. BRETT:  You haven't forecast any savings from the GHG program?


MS. OLIVER-GLASFORD:  The cap and trade compliance plan, no, we have DSM built into volumes --


MR. BRETT:  You have DSM in there.


MS. OLIVER-GLASFORD:  Yes, we do.


MR. BRETT:  But do you have GHG in there?


MS. OLIVER-GLASFORD:  No, we do not have any incremental -- the incremental green investment fund.  We do not have that factored into our volume forecasts.


MR. BRETT:  I understand the numbers aren't terrifying in their magnitude, but I just wanted to clarify.  Going forward, I assume you will.


MS. OLIVER-GLASFORD:  I think at stakeholder day there was a proposal put forward on how we would address cap and trade moving forward in volumetric forecasts.


MR. BRETT:  All right.  And -- getting very close to the end here.  I have a question for Mr. Kacicnik.  I don't want to leave you out of this.  Issue 5.2, you had suggested -- Enbridge, as I recall, had suggested that 5.2 be added to the issues list.


The issue that was added -- the Board agreed with your suggestion -- the issue that was added was, are the tariffs just and reasonable and have the customer-related and facility-related charges been presented separately in the tariffs.


My question to you is:  What are the components of the tariff over and above the rates themselves?


MR. KACICNIK:  Beyond the rates there would be eligibility criteria for a customer to be eligible for a particular rate --


MR. BRETT:  The conditions defining the rate category?


MR. KACICNIK:  Correct, there would be an unauthorized gas supply overrun or demand charges.  There would be perhaps interruptible credits for interruptible customers, things like that.


MR. BRETT:  The -- now, normally my experience has been -- and I think in these sorts of proceedings we talk about just and reasonable rates.  I don't know that I've heard very frequently, if at all, the phrase "just and reasonable tariff."


What is it you are trying to achieve there by suggesting that the tariffs, as well as the rate, be deemed to be just and reasonable?  What does...


MR. KACICNIK:  I am not certain what is meant by that.  The Board, of course, sets just and reasonable rates.  They also approve the terms and conditions of our service, and all that formulates our rate handbook that contains terms and conditions of service and Board-approved rates.


MR. BRETT:  Okay.  I just have one other area, so I wanted to ask a few questions on your structure, your -- Enbridge's structure for managing this program.  And you've talked a bit about this to a number of earlier questioners, so I'm trying to sort of just ask what I think is left open.


The first thing is:  Would you agree with me that the carbon market and the gas market -- I guess this would be
-- first of all, you are going -- you may want to have BOMA 38 in front of you.  It is not in the compendium, I don't believe, but if you just look up BOMA 38.


MS. OLIVER-GLASFORD:  Which issue is it, Mr. Brett?


MR. BRETT:  Sorry?


MS. OLIVER-GLASFORD:  Which issue?  Oh, 5.


MR. BRETT:  This would be your -- it is your staffing, whatever issue deals with your --


MR. QUESNELLE:  We have it, Mr. Brett.  It is issue 5.


MR. BRETT:  Yeah.  Okay.  And I wanted to ask -- I  mean, in a sense the -- without getting into a whole lot of detail, would you agree with me that the -- what I mean by the question is that the substance -- the substance of the activity involved in cap and trade is different in many ways than the sub -- than the market -- the markets are different.  I'm asking you if you would agree that the markets are quite different and that therefore some of the activities that need to be performed are different?  Maybe take the markets are different first.


MS. OLIVER-GLASFORD:  Yes, I think I could say there's differences between the markets, yes.


MR. BRETT:  You are agreed with that?


MS. OLIVER-GLASFORD:  Yes.


MR. BRETT:  Okay.  There are a number of different aspects of that, which I don't think I need to go into.  I think it is probably pretty obvious.


So that Ms. Oliver, what -- you were -- you were for some years a head of Enbridge's DSM organization; right?


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


MR. BRETT:  And how long have you been -- you were -- how long have you been in the cap and trade -- how long have you been the manager of the cap and trade group?


MS. OLIVER-GLASFORD:  My role commenced at the beginning of 2016.


MR. BRETT:  So about a year and a half now.


MS. OLIVER-GLASFORD:  That's correct.


MR. BRETT:  And are you -- you're a member of the CPGG committee?


MS. OLIVER-GLASFORD:  Yes, I am.


MR. BRETT:  And you are a non-voting member or a voting member?


MS. OLIVER-GLASFORD:  I am a non-voting member.


MR. BRETT:  And I know that your evidence lists the voting members and the non-voting members, so I won't belabour that.


Do you still have the vice-presidential level committee lending oversight to the program?  You talked about your evidence about deciding whether or not that would be terminated or transitioned through the CPGG, but it wasn't clear where that ended up.


MS. OLIVER-GLASFORD:  We have the carbon procurement governance group, which is comprised of four of our VPs and one director as voting members and a number of non-voting members as well.


MR. BRETT:  So those vice-presidents that used to be on the oversight committee are now on the CPGG; is that right?  Effectively?  Or most of them?


MS. OLIVER-GLASFORD:  Actually, the group became more senior and additional VPs have been added on.


MR. BRETT:  Now, Ms. Murphy and Mr. -- sorry, I missed your name there -- anyway, the two of you -- and I apologize, I -- my memory is not so perfect any more -- but you are both on the committee as well?


MR. LANGSTAFF:  Yes.

MS. MURPHY:  Yes, we both are.

MR. BRETT:  And were you moved into these positions from other positions at Enbridge?

MR. LANGSTAFF:  Yes, I was.

MS. MURPHY:  Yes.  Previous to this, I was in the environment department, working on greenhouse gas matters at that time.  As of January last year, I moved into the carbon strategy department.

MR. BRETT:  How long have you been working on greenhouse gas matters?

MS. MURPHY:  Since before -- I am almost ten years at Enbridge and I have had a minor role as I started in reporting the greenhouse gas emissions.  But for the last at least five or six years, air emissions, air permits, GHG inventory has been my main focus at Enbridge.

MR. BRETT:  Mr. Langstaff, how long have you been working on cap and trade matters?

MR. LANGSTAFF:  I started in the cap and trade group in March of 2016.

MR. BRETT:  Of this year?

MR. LANGSTAFF:  March of 2016.

MR. BRETT:  Where were you before at Enbridge?

MR. LANGSTAFF:  Prior to that, was on the GTA project as an assistant construction manager and senior engineer.

I was brought onto the cap and trade project in more of a project management role, which blended well from my GTA experience.

MR. BRETT:  Ms. Oliver-Glasford, how many others -- you've talked a bit about this, and I don't want to belabour it.  But how many people do you have working full time in your group in cap and trade matters?

MR. O'LEARY:  Right now, we are not fully staffed.  I think it is in Staff number 3, Board Staff 3, if I could just take you there.

MR. BRETT:  You could give us a brief overview, if you wish, or any other answer that you'd like.

MS. OLIVER-GLASFORD:  Right now, we have seven roles that we have forecasted as incremental for cap and trade activity in 2017.

MR. BRETT:  Just a couple more questions.  Have you hired any people from outside the company who were in the cap and trade field before you hired them, consulting firms or firms that specialize in advising clients on cap and trade?

MS. OLIVER-GLASFORD:  We've hired one additional staff member.  The junior environmental specialist who was involved in air and emissions reporting, similar to Ms. Murphy.  Beyond that, we have not hired any external staff that --


MR. BRETT:  Do you have anyone in your group who is familiar with and has worked with various forms of derivatives -- options, swaps, credit default swaps, different types of derivative instruments that you might be using either now or later in the implementation of your cap and trade frameworks?

MS. OLIVER-GLASFORD:  As you know, we do have a gas supply procurement group who has familiar with instruments.  And as we have also outlined in our evidence, we did procure a consultant with carbon market experience to assist in the development of our procurement strategy.

MR. BRETT:  This is ICF you are talking about?

MS. OLIVER-GLASFORD:  No, Alpha Inception.  They are a group specialized in carbon markets.

MR. BRETT:  If I recall correctly, in your submission to the Board Staff on their draft policy Paper on C and T, you had suggested that you would not be involved in derivatives, based on the Board's earlier decision with respect to natural gas.  That's correct, is it not?

Maybe I should add this to the question, just so you understand where I'm going.  The Board subsequently decided and put in their framework the fact that they wished to encourage you -- they didn't direct you, but they wished to encourage you to explore derivatives as one way of reducing risk and ensuring -- I guess protecting my customers among others, my clients.

Is that a fair description of what happened, and therefore you are going to be looking at that?  I don't want you to tell me exactly what you are doing.  You obviously can't do that; my friend has his finger on the button.  That's not my point.

MR. O'LEARY:  I was simply going to ask if you could take us to where you say in the framework the Board directed the utilities.

MR. BRETT:  No, I'm sorry, I said the Board did not direct you.  The Board did not direct you, but the Board raised in the framework the fact that this would be something that, you know, you should probably consider.

MS. OLIVER-GLASFORD:  I do have the section here, so I can read it to be helpful.

MR. BRETT:  What page are you on, please?

MS. OLIVER-GLASFORD:  The framework, section 5.32, page 26.

MR. BRETT:  Can you give me the page number?

MS. OLIVER-GLASFORD:  Page 26.  So it says:
"While the OEB is not requiring a utility to undertake hedging activities, utilities will not be prevented from doing so.  If a utility decides that hedging is a cost effective and optimal strategy to pursue in its compliance plan, the utility should describe its hedging."

MR. BRETT:  What page is that again?

MS. OLIVER-GLASFORD:  Page 26.

MR. BRETT:  Fair enough.  So they left it open.

 But if I go back to the first part my question. in your submission to the Board, after the Board Staff put forward that first draft overview, am I right in suggesting that your approach was we are not proposing to use derivatives, something to that effect.  We are not inclined to use them because -- and I'm sorry, I don't have the document in front of me -- because we had the experience with gas supply derivatives in an earlier year and we had had a Board decision at that time -- and we are going back now six or seven years or so, that derivatives -- that the utilities not use derivatives as part of their gas procurement strategy.  Is that roughly fair?

MS. OLIVER-GLASFORD:  Yes, certainly that's what we wrote in our submission.  But I would also call to your attention that we did, you know, pay close attention to the framework and we noted that it said all stakeholders commented on this issue, being the issue of hedging activities, including utilities, were concerned with the utilities undertaking hedging activities at this time.

So we did pay close attention to the framework and the information therein.

And in terms of what is actually in our compliance plan, I'm afraid that would be confidential.

MR. BRETT:  Understood.  Thank you very much, sir.  Those are my questions.

MR. QUESNELLE:  Thank you, Mr. Brett.

Ms. Vince, if I could just ask you -- we'd like to break shortly.  So if you are going to be any more than five or six minutes, why don't we take a break now -- or do you want to go ahead?

 MS. VINCE:  I'm probably between five and ten minutes.  So it's up to you if you want to do it now.

MR. QUESNELLE:  Why don't we do that?  Thank you, Ms. Vince, go ahead.
Cross-Examination by Ms. Vince:

MS. VINCE:  My name is Joanna Vince and I am counsel to the Ontario Sustainable Energy Association.

Some of my questions might be for panel 2, so please feel free to let me know that.

Mr. Elson has already asked a number of questions about conservation, so that has covered off my questions as well, so we won't need to ask those.

I do have some follow-up questions about the carbon procurement governance group that Mr. Brett was asking about.

So it seems like there is experience in the group in terms of conservation and DSM programs, which is wonderful.
I am wondering if there are any members of the group that have experience in renewable content, so renewable natural gas or some of the other areas that have been highlighted in Enbridge's evidence.

MS. OLIVER-GLASFORD:  Yes, we do.  By are just trying to pull it up, so we can give you the details.

We have the vice-president of market development and public and government affairs as the chair of the CPGG, and she does have experience and oversees the renewable natural gas.

MS. VINCE:  Okay.  Wonderful.  And is there commitment sort of formally or informally with Enbridge to ensure that people with experience in both renewable content and in conservation DSM are included on this group going forward?

MS. OLIVER-GLASFORD:  Certainly we do have a wide variety of experiences, and that would be the intent, is to continue to populate that carbon procurement governance group with a diverse range of backgrounds, experience, and skill sets, and we have our VP of finance there, VP of legal, VP of market development.

So certainly that is the intention.  Should there not be someone with specific experience, given that it's a big part of where the company would like to go, I would have no doubt that there would be communications and coordination within the company.

MS. VINCE:  Okay.  Excellent.  So yesterday there was some mention about the Ontario cap and trade program in post-2020 and what all is going to happen after that.

In that -- with that in mind, has Enbridge at all looked at the pan-Canadian framework on clean growth and climate change when considering its options under its cap and trade compliance plan?

MS. OLIVER-GLASFORD:  I think it's fair to say we've been monitoring that at a high level, but right now it is still evolving, so we're just watching and...

MS. VINCE:  But you are aware of it and keeping on top of it --


MS. OLIVER-GLASFORD:  Yes, we are aware of that and the clean fuel standards and the many elements that are there.

MS. VINCE:  Okay.  Excellent.

Okay.  If we can move to Exhibit 3 -- or, sorry, Exhibit C, tab 3, schedule 4, page 6 and 7.  If we can go to paragraph 18.

Okay.  so here Enbridge talks about in the evidence other jurisdictions that are using renewable and natural gas and some of the models that are available.

So I'm just wondering to what extent has Enbridge done any assessment of these projects that exist in Europe or in North America that have been cited?

MS. OLIVER-GLASFORD:  Ms. Vince, that would be a panel 2 question.

MS. VINCE:  Okay.

MS. OLIVER-GLASFORD:  Mr. McGill can help you with that.

MS. VINCE:  Okay.  Thank you.

And this is likely also a Panel 2 question.  In OSEA Interrogatory No.1, so it is Exhibit I.1, EGDI, OSEA 1 -- wait for it to come up.

The response in the first paragraph, you state that:
"Enbridge is in the process of determining the feasibility of several initiatives."

And I was just wondering if there was any update, and I think that might be a panel 2 question as well.

MS. OLIVER-GLASFORD:  Yes, it is.

MS. VINCE:  Okay.  Thank you. Those are all my questions.

MR. QUESNELLE:  Thank you very much, Ms. Vince.

Why don't we take a 20-minute break at this point.  And we will return to Board Staff, Ms. Djurdjevic, after the break.

Okay.  We will return at five after 11:00.
--- Recess taken at 10:45 a.m.
--- On resuming at 11:09 p.m.

MR. QUESNELLE:  Just before we commence with the cross-examination, we will just address the preliminary issue that you raised, Mr. Elson, first thing this morning.

In consideration of what we heard yesterday and understanding where you may want to go today with your cross-examination, Mr. Elson, the Board has chosen not to compel Union to provide any additional witnesses.

Mr. Smith has provided his views that they can take the -- the existing witness panel can answer questions in a general sense as to why their application is the way it is.

To the extent that you'll be seeking answers on quantifications of the abatement, as you raised yesterday, the Board is not going to compel that they produce a witness that could do that with any expertise. And we're satisfied that with what you adduced yesterday, you can make your arguments accordingly.

MR. ELSON:  Thank you.

MR. QUESNELLE:  Thank you.  Ms. Djurdjevic?
Cross-Examination by Ms. Djurdjevic:


MS. DJURDJEVIC:  Thank you, Mr. Chair.  Good morning, panel.  Staff has just a few questions and they are all about the type of information about abatements and offsets that can be on the public record or should be confidential.

There are three areas of concern we have.  First is customer-related abatement, secondly, facility-related abatement and thirdly, offsets.

So first of all, talking about customer-related abatement -- and there is only one of our IRs I am referring to, and it is Staff 1, IR 9.

If we could get that on the screen, I'll give you a chance to look at that.  It is a response in A or B, if you can scroll up a little further.  Okay.

So it's response (a) and Staff's question was whether Enbridge believes that abatement activity should be filed as public or confidential.  And Enbridge responded that it is not possible to respond with a blanket answer, et cetera et cetera, and each element of an activity will need to be considered on a case by case basis.

So first of all, talking about customer-related Abatement, we all know that information about DSM programs is publicly available, so customer abatement activities in the cap and trade context can be expected to be very similar to what's already being done in the context of DSM.

Given that, is there a concern on the part of Enbridge to place on the public record information about customer abatement programs that are already, you Know, publicly available in the DSM context?

MS. OLIVER-GLASFORD:  Certainly the DSM programs are on the record.  When we talk about the idea of doing incremental -- really our biggest concern is, as we stated in our introduction, the position that we've got in the marketplace and the transparency to which the information is available to the market for market arbitrage.

I think as we move forward, we will really have to review things on a case by case basis.

You know, if we don't link, if we do link; there are a lot of different pieces that will drive the necessity to keep things more opaque or more transparent, if you will.  So if we link and everything's good, then the DSM framework and planning evolves such that that's where the customer abatement, you know, that sees growth or not, then it becomes obvious that that is public.

But I think as we look to compartmentalize or create different boundaries, I do think that it has to be a case by case basis.

MS. DJURDJEVIC:  Let's explore that a little further.  So as the OEB framework states and as witnesses have pointed out several times, the OEB will be issuing a MACC, margin abatement cost curve, that will outline different abatement opportunities and costs, and that is going to be the benchmark.

So presumably, Enbridge will be doing abatement activities to line up with that benchmark.

So, given that the MACC is going be publicly available, activities and costs can be public information, why shouldn't Enbridge's information about its compliance plan, to the extent that it's related to that MACC, not also be publicly available?

MS. OLIVER-GLASFORD:  This may be something that panel 2 can add to, but certainly I think there's various levels.  So we recognize that there might be information that may indeed be considered under the OEB's practice of Rules of Practice -- I apologize, I don't have the exact terminology -- but wherein the intervenors could kind of sign some sort of confidentiality and receive information there, because presumably there could be activities which have some commercial aspect to them.

MS. DJURDJEVIC:  I'll talk to you on that in a minute.  But for the time being, if there are activities that are already, you know, the public knows about, you are promoting them publicly as you need to do, and if you are going to be doing incremental activities as part of your cap and trade plan, then that information about what activities you are doing and the costs, you know, shouldn't that also be in the public domain?

Setting aside for now commercially sensitive information or confidential information, if there is something that you are out there promoting publicly that presumably lines up in your plan, that presumably should be publicly available in the cap and trade proceedings.

MS. OLIVER-GLASFORD:  Again, I think this is a case by case basis.

If we are talking about a offset for example, and we were put out a press release that we have been involved in some particular project, the quantity at which we're involved or that we have been involved in that project and the outputs that we get, those would be contractual arrangement between the various parties and they would not be subject to public review.

Again, these things are a case by case basis.  But certainly we may promote that we have been involved in a project, but the particulars, I'm not sure that I could agree that that would necessarily be public.

However, on another project, it might be different.  So again, I think this is a case by case basis, depending on the type of abatement project initiative offset that we are referring to.

MS. DJURDJEVIC:  So we had recognized, you know, in the framework and -- so, for example, there can be commercially-sensitive information and as you suggested, that may be treated under the OEB confidentiality protocols.  So, you know, intervenors who sign the undertaking presumably would have access to that information.

Would Enbridge be comfortable that all intervenors would have access, or would we want to exclude some intervenors -- for example, some that may be market participants or represent market participants.

MR. QUESNELLE:  Ms. Djurdjevic, could I just ask what issue we're pursuing here?

MS. DJURDJEVIC:  These are all issue 1 and it's the Staff's IR number 9, and it's with a view to going forward as we're developing this protocols, to get a sense of what kind of information we will have -- we will be on the public record and, you know, what should be treated confidentially.

MR. QUESNELLE:  I am concerned that we are going to be opening up in an area of perspective future filing requirements, and we weren't expecting to be making determinations on that and I'm looking at under which issue we would be making determinations.

I had suggested from the outset that we would be looking at cross-examination to be focused on issues before this Panel, and I'm just wondering what issue that future filing requirements in the confidentiality issues would fall under.

MS. DJURDJEVIC:  Well, we had it under issue 1, and again, for the view that in some months' time we're going to come back and, you know, we may have to deal with these issues at -- sorry, with a view to --


MR. QUESNELLE:  Are there requested cost consequences if the gas utilities' compliance plans -- reasonable and appropriate, and we have the plans before us now dealing with 2017, so I don't think that that's something that the Panel had envisioned would be within the scope of that cost consequence.

MS. DJURDJEVIC:  Well, again, you know, Mr. Chair, I'm at your -- if this is not beneficial to the Panel, then...

MR. QUESNELLE:  I'm just cautious that we not stray into areas of what the future submissions may be.  We've been looking at, you know, on a few different occasions ensuring that the subject of the cross-examination were things that were going to lead to arguments that the Board would be making determinations on, and this is an area that I don't think that we had contemplated in the issues list of doing future characteristics or the parameters around future filings, wasn't something that we had anticipated, and I don't know that anybody else did as well.  Okay, thank you.

MS. DJURDJEVIC:  Okay.  Well, I'll move through again -- this is related to the monitoring and reporting that, you know, was part of the Board's framework -- whatever it's filed here and will be, you know, followed up in a few months, and staff is trying to get a sense of the type of information that, you know, we would be able to deal with publicly or --


MR. QUESNELLE:  Monitoring and reporting, if that's where you're going, then fine.  I didn't hear the question being asked in that context.  I thought it was around future filings for applications, but if this is under the monitoring and reporting as to what would be confidential or not, then that's...

MS. DJURDJEVIC:  Yes, that's what -- you know, it's that --


MR. QUESNELLE:  All right, that's --


MS. DJURDJEVIC:  At some point there is going to be a, you know, a report, and we're going to have this information, and the question is whether we will have it publicly or not, and...

So just, you know, a couple quick questions here about facility-related information.  So are we -- presumably Enbridge would just seek OEB regular confidential treatment for these types of activities and not strictly confidential?

MS. OLIVER-GLASFORD:  Sorry, I don't quite understand the question.  Would you repeat that?

MS. DJURDJEVIC:  If you engaged in some abatement activities in the next few months and then come and report on them, that if there is -- you know, generally abatement activities would be publicly available, but there would -- if it was commercially sensitive in Enbridge's view, then would OEB confidential treatment suffice for -- so intervenors would have access to it, or some intervenors would have access to it?

MS. OLIVER-GLASFORD:  -- so I think we have to be really cautious.

MS. DJURDJEVIC:  This is pertaining to abatement activities, facility and customer abatement activities.

With respect to offsets, the framework recognizes that specific transactions are strictly confidential.  There is a market for this.  And in the event that the offset registry was up and running, there was some publicly available information.

Now, in a larger, more liquid market, there is a lot of price transparency, and I'm wondering if there is anything that Enbridge would think is appropriate or could be put on the public record; for example, the average cost of offsets procured?

MS. OLIVER-GLASFORD:  At this time we do not believe that's appropriate, and we will be moving forward on a case-by-case basis.

MS. DJURDJEVIC:  So -- all right.  Well, I just wanted to just put one last question to you.  So if there was aggregated information available, say, you know, for example, you could go to California Carbon Info or some website, so there is aggregate information about average prices and allowances, so if that's already out there in the market, would Enbridge be comfortable providing that information about its plan in an aggregated format?  It's like, okay, the average cost of -- or offsets procured is $14 or whatever the -- the amount is.  It just happened to be what it is in California.

MS. OLIVER-GLASFORD:  I think we're talking about apples to oranges.  If there is a publicly available document that shows activity in the marketplace in general, certainly that is appropriate for public consumption.

How we have used or if we have used that material, and the costs of instruments -- of our particular instruments is not appropriate for public consumption.

MS. DJURDJEVIC:  Well, we agree with you that, you know, there are statutory restrictions on, you know, information about allowance -- or auction activities, and we don't have these -- maybe we will when there is an offset registry, maybe there will be some regulation about it, but at the time there isn't, so at this point we are just looking at that information, what specific market activities are strictly confidential, you know, we are -- would like to see what kind of information in aggregate, in average format can be put in the public record, and I guess what we're hearing so far is to say, yeah, take it on a case-by-case basis and there is nothing at this point that, you know -- and then if there is -- is there any criteria that you would use that could give us some indication how you would look at something and whether, you know, this needs to be confidential or it can be public?

MS. OLIVER-GLASFORD:  I think it's really important to understand the framework under which we're working broadly, not -- I'm not speaking about the cap and trade framework.

But I think we do have to remind ourselves -- and this has been very difficult for us as well, in terms of understanding how we proceed, but the natural gas utilities in Ontario have been required to procure for the entirety of our compliance obligation from day one with a year of preparation.

And I think it's important to note that the natural gas utilities in California are still only procuring for roughly 15 to 20 percent of their allowances.

So the magnitude at which these costs are going to be put into place are significantly different, and when you start to look at how things are treated and what means what, I think it's fair to say that we are all learning and that we should be erring on the side of caution.

In my opinion, we see in California, that things like the cost per instrument, all these things are very confidential, and so I don't know why at this particular point, given the magnitude of what we are dealing with, and the size of our compliance obligation within the market, and the very real possibility that information that is inappropriately out in the marketplace, by no fault of Enbridge's own, is -- you know, that could have real costs to ratepayers.

So I think my answer really is we need to continue on a case-by-case basis.  We need to have caution.  And, you know, when we're trying to look at what might mean something, I might not think it means something today, but that could very well mean something tomorrow.

So I think we need to proceed with caution and then see how things evolve over the course of the year and over the compliance period.

MS. DJURDJEVIC:  Well, thank you for that explanation.  We are very mindful that the framework has acknowledged all those aspects, and we have -- hopefully as we progress we'll get a better sense of what, you know, other parties have access to as well.

And I believe -- I think that is everything I have for this panel.  Thank you very much.

MR. QUESNELLE:  Thank you, Ms. Djurdjevic.

Mr. O'Leary, do you have any redirect?

MR. O'LEARY:  I don't, sir.  I wasn't certain whether you were going to have some questions yourself.

MR. QUESNELLE:  No, we're fine.  No questions from the Panel.  Thank you very much.  Mr. O'Leary.

Rather than take a break, we are quite prepared to just have your -- panel is dismissed.  Thank you very much to panel number 1 for your forthright answers to the questions over the last few days, and you are excused.

And why don't we just have your new panel take their positions and be introduced, Mr. O'Leary.

MR. O'LEARY:  That would be fine, sir.

MR. QUESNELLE:  Thank you.

Yeah, we'll dispense with the recess.  We'll just do it on the fly.

MR. QUESNELLE:  Mr. O'Leary?

MR. O'LEARY:  Thank you, Mr. Chair.  There is an element of deja-vu to this panel.  As you see, we have Ms. Murphy and Ms. Oliver-Glasford with us.  But we are also joined now by Mr. Steve McGill, who is a senior strategist of business development with Enbridge.

May I ask that he be sworn?
ENBRIDGE GAS DISTRIBUTION - PANEL 2

Jennifer Murphy,
Fiona Oliver-Glasford, Previously Affirmed;

Steve McGill, Affirmed

Examination-In-Chief by Mr. O'Leary:


MR. O'LEARY:  I will direct my question to you, Mr. McGill, and it relates to what the other panels did earlier, and that is to confirm that the evidence for which you were responsible was prepared by you or under your direction.

MR. McGILL:  Yes, it was.

MR. O'LEARY:  And do you adopt it for the purposes of your testimony here today?

MR. McGILL:  Yes, I do.

MR. O'LEARY:  Sir, we have just a couple of very brief questions in-chief and this one is directed to you, Mr. McGill.

Can you please identify for the Board the abatement and long-term investment opportunities that Enbridge has considered to date for the purposes of this filing?

MR. McGILL:  Yes, I can.  Those things are expanding our natural gas vehicle program with an emphasis on heavy trucks, heavy vehicles, long haul trucks return to base fleets, renewable natural gas, power-to-gas which is a hydrogen initiative, combined heat and power, micro CHP or micro combined heat and power, solar geothermal heating and cooling systems, and the integration of those technologies with automated controls and things of that nature.

MR. O'LEARY:  Thank you.  And in respect of those potential initiatives, can you identify those factors which the company considers important, and which should be taken into consideration in its determination of whether it's going to proceed with those initiatives?

MR. McGILL:  Yes, one of the main things that we're taking into account is the province's climate change action plan and a number of the initiatives that have been identified in that plan.

That plan identifies up to $3.1 billion of cap and trade funding that is expected to be directed toward improving the efficiency of buildings, and renewable forms of energy to heat buildings.

Other things we need to bear in mind is what are our offset protocols going to look like.  I think they are about to go have an impact on the value of a lot of these potential business initiatives, and that kind of leads into some kind of estimate of what future carbon pricing is going to be like, and some kind of reliable forecasting of that pricing, which I don't believe we have today.

The province's participation in the WCI will probably have an impact on that as well, and we still have to see how that is going to turn out.

We're expecting any time soon to get the province's 2017 Long-Term Energy Plan.  There was a lot of work that went into that.  I'm sure some of the people here are familiar with the IESO's operating -- the OPO report, operating planning outlook, I think, or Ontario planning outlook.  And then there was another report prepared by Navigant on behalf of the Ministry of Energy that is providing guidance to the long term energy plan called the fuels report, where they gave consideration to things like liquid vehicle fuels and natural gas.

Another factor that is going to bear on these determinations and the direction we go in will be the Board's MACC curve, which is going to give us some guidance as to how to prioritize these kind of initiatives.  And I guess the last thing on my list is renewable fuel or procurement standards, and how they may have a bearing on the potential for renewable natural gas in the province.

So there's a number of things that we still don't know that are going to weigh heavily on how we proceed with these things.

MR. O'LEARY:  Thank you, Mr. McGill.  The panel is now available for cross-examination.

MR. QUESNELLE:  Thank you very much, Mr. O'Leary.  Mr. Gardiner, I believe you are up first.

MR. GARDNER:  The only question that I had I believe Mr. McGill just answered, so I'm good.  Thank You, Mr. Chair.

MR. QUESNELLE:  There we go.  Ms. Vince?
Cross-Examination by Ms. Vince:


MS. VINCE:  Thank you.  My first question actually arises out of the list that you just provided.  So these were options that -- to clarify, these were options that Enbridge considered when preparing the 2017 plan?

MR. McGILL:  These are things that we had been considering for some time, probably over the course of the last two years.  I guess I've been directly involved with the business development group since October of 2014, and these are the things that we've had under consideration since that time.

A number of them – or all of them in fact probably are going to be heavily influenced by cap and trade in Ontario.  And we're trying to determine how best to proceed with these things, given this new regime and how we need to work under it and how that will influence our priorities.

MS. VINCE:  So when you say you've considered them, have you done an assessment of the technologies, their feasibility, their costs?  When you say you have considered them, what have you done?

MR. McGILL:  I would say that's all a work in progress.  So from the stand pointed technologies, we've done quite a bit of work with respect to renewable natural gas and, in fact -- I'm not sure if you're aware, but we were before the Board in 2012 with a renewable gas proposal, along with Union Gas.  That was a joint proceeding.

At that time, the Board didn't approve the proposal that was before them, and they provided us with some guidance with respect to the guides are kinds of things they would like us to address in any future RNG proposals that are brought before them.

From a technical side, we have been, I guess, learning about the technology and what some of the implications of that are, in terms of the end cost of the RNG.

The -- what I'll call the source of the feed stock will have an impact on what the carbon attributes of a particular source of RNG are.  So all these things need to be taken into account in determining how we go forward with something like that.

MS. VINCE:  In not including them in the assessment plan now, is it that you've determined that they are not reasonable and it is more reasonable to just buy credits at this point?  Or is it that it's still in progress because you're waiting on other inputs?

MR. McGILL:  I would characterize all these things as works in progress right now.  I don't know whether we would proceed with all of them.  That will depend on our ability to put together business cases that support going forward with these initiatives.

MS. VINCE:  So I haven't put together any business cases?

MR. McGILL:  Not formal business cases at this point in time, no.

MS. VINCE:  Okay.  So going to the evidence in Exhibit C, tab 3, schedule 4, pages 6 and 7, paragraph 18 – I'll just wait for it to be pulled up on the screen.  So it's Exhibit C, tab 3, schedule 4, page 6.

So in paragraph 18 on that page, you refer to other jurisdictions --

MR. McGILL:  Yes.

MS. VINCE:  -- that are using renewable natural gas.

And I'm just wondering if you've reached out to those other jurisdictions, if you've done any sort of analysis of the projects there?

MR. McGILL:  Yes, we have.  We have taken, I guess, a fairly detailed look at what has transpired in British Columbia.  Fortis B.C. has been operating what I would characterize as a voluntary opt-in for the ratepayer, RNG procurement model, I guess, for the past two or three years.

I think it was determined that that wasn't really all that successful.  I don't think they had the kind of uptake that they were hoping for, and that in a recent BCUC decision it was determined that there would be a, what I would call a renewable procurement standard for Fortis B.C., and I think it was capped -- subject to check, it was capped at, I think, 10 petajoules of their natural gas supply on an annual basis, so that is one jurisdiction that we've been watching.

The other one that, you know, we've looked at quite closely is what's been going on in California.  Again, they have renewable fuel standards there for both liquid fuels, which is primarily for the vehicle market, and that also includes natural gas as a vehicle fuel.  And that's, at present, a big driver behind what's going on in terms of the value of the offset value associated with the renewable supplies of natural gas.

So we're looking at both those things closely.  From a California standpoint, it's more about trying to understand the revenue impacts as it would -- as they would affect an RNG project in Ontario, and we've also, from a standpoint of some of the operating models, we looked very hard at what Southern California Gas has been doing, and I think what we bring forward will probably have some parallels to that.

MS. VINCE:  Okay.  And I think you've answered my next question, which is just about -- you said -- you had said in response to an OSEA interrogatory that you were in the process of determining feasibility of several of these options, and I think what I'm hearing from you is you are still in that process of --


MR. McGILL:  That's right, we have had ongoing discussions with several, what I would call producers or sources of RNG, and we are working with them.

In two cases we have letters of intent that we are operating under.  And those will probably be the first two projects we bring forward for the Board to consider.

MS. VINCE:  Okay.  And for the other technologies they are still under consideration as well?  So geothermal-powered gas?

MR. McGILL:  Yes, well, geothermal, I'm not sure if most are aware.  We entered -- in February we entered into a memorandum of understanding with the Ontario Geothermal Association to work collaboratively -- I can't say it today, sorry -- collab -- in conjunction with them, and to try to come up with a model that would, I guess, help overcome some of the barriers that have prevented geothermal energy from becoming more widespread in Ontario up until this point in time.

We have had discussions with them as to how that could work, and we are in the process of trying to get a geothermal pilot project up and running that we'd like to have operational before the end of this year so we can get some real hands-on experience with the effectiveness of these systems from a performance standpoint and from an operating cost standpoint for the end user.

MS. VINCE:  So do you anticipate that any of these abatement activities might make it into the next compliance plan as you continue to...

MR. McGILL:  I think we will definitely be commenting on them.  I would go back to what the OEB said in its cap and trade framework, was that from the standpoint of these things on a conceptual basis, we're -- the compliance plan is to speak to them, but what the framework also says is that when we actually bring forward tangible proposals, the Board has asked us to bring them forward either as part of regular rates applications or through the Leave to Construct process that we have today.

So that is the way we intend to proceed with these things.

MS. VINCE:  Okay, thank you.

So my next questions are on Exhibit C, tab 5, schedule 1, page 2.  And there it lists some areas of interest for Enbridge in reducing its greenhouse gas emissions.

One of the things that are referenced there is the integrated resource planning study, and I was just --


MR. McGILL:  Yes.

MS. VINCE:  -- wondering if you can update us on the status of that.

MR. McGILL:  Okay.  I'm probably not the right person to speak to that point --


MS. VINCE:  Okay.

MR. McGILL:  -- but I would be prepared to take an undertaking to get you an update on that unless my colleague can comment on that.

MS. OLIVER-GLASFORD:  Yes, that study is underway, and that was out of the DSM multi-year planning, and it was expected to be completed in time to inform the mid-term review, and we are on-track, I would say, at this point with the deliverables that we were anticipating to get.

MS. VINCE:  Okay.  So it will be available for the mid-term review?

MS. OLIVER-GLASFORD:  Yes, I believe the major portion of it will be available in time for the mid-term review.

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

MR. QUESNELLE:  Okay.  Thank you, Ms. Vince.

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

MR. BRETT:  Good morning, panel.

Mr. McGill, you mentioned your pilot with the Canadian Geothermal Association with respect to heat pump implement.  Are you looking at both ground source and air source heat pumps?

MR. McGILL:  Well, the pilot will be focusing on ground source heat pumps, yes.

MR. BRETT:  And as you know, some time back the Minister of Energy designated heat pumps, among other things, as energy efficiency measures.  And be that as it may, my question really is:  Do you see heat pumps as a -- potentially an important part of GHG abatement?  I mean, is it -- how does it rank sort of in terms of some of these alternatives that you've been speaking to?

MR. McGILL:  Well, I don't know that I would try to rank them versus all of the potential alternatives that are out there.  I think they do hold some potential to play a significant role in GHG abatement going forward.  So...

MR. BRETT:  Okay.  That's fine.  Those are my questions.

MR. QUESNELLE:  Thank you, Mr. Brett.

Any redirect, Mr. O'Leary?

MR. O'LEARY:  No, Mr. Chair.

MR. QUESNELLE:  Okay, why don't we just take -- thank you very much, Mr. McGill and the rest of the panel.  Why don't we just take a few minutes and have Union bring up their first panel.

We will just take a short recess, and Mr. Wasylyk, let us know when we are ready to start up again.  Okay.  Thank you.
--- Recess taken at 11:48 a.m.
--- On resuming at 12:14 p.m.


MR. QUESNELLE:  Mr. Smith?

MR. SMITH:  Thank you very much, Mr. Chair, members of the Board.  This is Union's cap and trade panel.  We have just the one witness panel, and if I can introduce them from nearest to the members of the Board.

The first witness is Amy Mikhaila; she is the manager of rates and pricing.

Next to Ms. Mikhaila is Steen Henry, who is director of revenue and cost of gas.

Beside Mr. Henry did is Joan Byng, who is the manager, cap and trade design and implementation for Union Gas.

And finally, Ms. Cheryl Newbury, director of gas supply and customer support.

I would ask that they be affirmed.  Thank you.
UNION GAS LIMITED - PANEL 1

Amy Mikhaila,
Steen Henry,
Joan Byng,
Cheryl Newbury; Affirmed

Examination-in-Chief by Mr. Smith:


MR. SMITH:  Ms. Byng, I will direct this on behalf of the panel.

Do you adopt Union's pre-filed evidence and answers to interrogatories for the purposes of testifying today?

MS. BYNG:  Yes, I do.

MR. SMITH:  Members of the Board, Union has a presentation, copies of which have been distributed and which you should have available to you on the dais.

 I would ask that that document be marked as the next exhibit.

MR. QUESNELLE:  Thank you.  If we could have an exhibit number for this?  This is K2.2, I take it.
EXHIBIT NO. K2.2:  UNION GAS PRESENTATION

MR. SMITH:  Thank you.  I will turn it over to Ms. Byng to go through the presentation, if I may.  Thank you.
Presentation by Ms. Byng:


MS. BYNG:  Thank you, Mr. Smith.  Good afternoon, Panel, and than you very much for the opportunity to start Union's proceedings this afternoon with an overview of our 2017 compliance plan for cap and trade.

This overview reflects the plan which Union filed with the Board on November 15th of last year, under docket number EB-2016-0296.

The purpose of the presentation is to give you an overview of our plan, as well as setting some of the context behind the plan.  So we will start off with a review of the cap and trade context, and the timeline upon which Union based its 2016 plan.

We will also recap the OEB framework guiding principles, as these principles underpin Union's compliance plan for 2017.

We will quickly recap the confidentiality requirements relating to the cap and trade plan in this proceeding, and finally we will approve the specific approval that Union is seeking in this application.  These include the final approval of the 2017 compliance plan unit rates, incorporating the forecasted costs of cap and trade, approximately 275 million for 2017.

We are also seeking the establishment of two new deferral accounts to capture variance from that forecast, and the amendment of an existing deferral account which today collects all cap and trade costs.

For program context, it is important to understand the background upon which the cap and trade program in Ontario is developed and operating, as these are key factors which impact Union's 2017 compliance plan.

As background, the cap and trade program is legislated by bill 172, the Climate Change Mitigation and Low Carbon Economy Act of 2016, and the related cap and trade and GHG or greenhouse gas reporting regulations.

The program came into effect on January 1 of this year.  As a natural gas utility, Union has compliance obligations under the regulations and the associated act.

Specifically, Union is required by law to quantify, report and verify its emissions, and the emissions of its customers.

In addition, Union must acquire sufficient compliance instruments to cover its facilities' emissions, as well as those of its customers who are not participating in the program themselves, due to their size.

The program effectively creates a new market in Ontario for carbon allowances and credits, and this market is still developing.  That is, it is not a deep market with significant buyers and sellers yet, and it does not have significant trading activity at this time.

The market will include participants whose emissions are deemed part of the program per the regulation, such as natural gas distributors, fuel distributors, and industry and large businesses.

The market also includes those who are participating in order to profit from market activity and price opportunities.  So as a regulated utility, it is important to remember that Union will be competing for these compliance instruments with entities that are not regulated, and do not have the same disclosure requirements.

Union has one of the largest compliance obligations in the province.  Specifically, our obligation represents approximately 15 percent of the available allowances that the MOECC is putting on the market.

Union must participate in the program for its own Operations, but also on behalf of our 1.4 million customers and the over 400 communities that we serve.

This obligation to comply is significant, and it must be approached with prudence in order to meet both the MOECC, the Ministry of Environment and Climate Change regulations, and also the OEB requirements, as identified in the framework.

It is important to remember Union's success in reducing GHG emissions through programs such as DSM, and the impact of the current DSM framework has been incorporated into this plan.

When considering Union's 2017 compliance plan, there are still significant uncertainties with respect to the cap and trade program more generally that have to be considered when we put together the '17 plan.

Specifically, the regulation protocols for offset credits is still outstanding, as well as regulation relating to early reduction credits.

While Ontario is working towards linking with California and Quebec's cap and trade market, the WCI or Western Climate Initiative, this has not yet been determined or defined.

The OEB has begun work on the long-term carbon price forecast and the marginal abatement cost curve, and that work is yet to be published.

In the use of funds collected from the cap and trade program that will be disbursed through the climate change action plan or CCAPP is not yet detailed, although this work has started with the newly announced Ontario climate change solutions deployment corporation or green bank.

Last but not least, as I mentioned, the market itself is new and is still developing.  These uncertainties are further explained in Exhibit B Staff 14.

The timeline for cap and trade development in Ontario is also an important consideration when reviewing the plan.  Starting in February of 2016, Ontario released draft cap and trade regulations, to be followed in May by the final regulations following a period of public comment.

In June, the government released climate change action plan, which outlines a number of initiatives intended to lower the province's carbon emissions.  These initiatives are funded by the proceeds of the cap and trade program.

In parallel, from April through June, the OEB initiated stakeholder discussions for the development of the cap and trade framework, which resulted in the release of the framework by late September.  Union subsequently filed our 2017 compliance plan by mid November, as required by that framework.

The Board then granted interim approval of the proposed rates by the end of November and by January 1 cap and trade became live in Ontario and Union began collecting costs for the cap and trade program from our customers.


These milestones are significant.  To put the speed of the program into perspective, Ontario accomplished in ten months what California did in five years and Quebec did in three-and-a-half years with respect to natural gas distribution.


One of the foundations of the OEB framework is its guiding principles.  In the framework the OEB notes that the compliance plans will outline how the utilities expect to meet their obligations under the act and the regulations.


It also states that the OEB will review these plans for prudence and reasonableness.  The need to meet our compliance obligation required by the Climate Change Act and the associated regulations and to do so prudently is the cornerstone of Union's 2017 compliance plan.


The plan also addresses the Board's six guiding principles, those being cost-effectiveness, rate predictability, cost recovery, transparency, and continuous improvement.


The framework recognizes that cap and trade is new and that the market is nascent.  Therefore, the framework provides for a one-year plan for 2017 to be followed by plans which will incorporate experience and continuous improvement to be -- to work towards more comprehensive and longer-term plans.


Therefore, Union's first compliance plan is limited to the 2017 calendar year.  As a new program and one where we have a significant obligation, our focus has been on establishing a program at Union Gas and complying with the regulations.


Recognizing that there are still program details to be determined, the plan is flexible to adapt as the market and the program evolves.  And while the plan incorporates existing customer abatement programs such as DSM and the green investment fund, it is limited in further incremental abatement programs and long-term investments.


Union recognizes that customer and facilities abatement are compliance obligations provided for in the framework and we have dedicated resources to address these going forward.


Union expects that abatement will be more fully addressed in future compliance plans as experience is gained, as the market develops, as program uncertainties are addressed, and as cost recovery for those programs are established.


Union's compliance plan is structured to address the key elements as identified in the framework.  Specifically, our plan outlines the Union's volume forecast, which is established using existing Board-approved methodologies.  It also reviews the resulting emissions forecasts which underpin Union's compliance obligation.


The plan includes Union's estimated proxy carbon price forecast.  It also includes Union's risk assessment, including how these risks will be addressed and managed through its plan.


Underpinning all of this, Union has established a robust governance structure which builds upon existing processes in place for its gas supply procurement.  The government -- governance is driven by Union's compliance instrument procurement, as well as oversight that has been created at both the functional and executive level within the organization.


In order to be prepared to effectively plan and execute the cap and trade program, Union has taken significant steps to ensure its organizational readiness.  This includes hiring resources and consultants with the necessary skills and expertise, establishing appropriate processes and process controls, completing necessary systems changes, interacting with experts in industry and government, and establishing training and market knowledge plans.


In keeping with the Board's principle of transparency, Union has a significant customer outreach program.  This program covers all of our customer groups and uses varied cost-effective tactics tailored for their specific needs and concerns.  These tactics have included bill inserts and messages, call-centre support, web content, including a cost calculator, and customer meetings.


Union adapted its outreach programs based on feedback from customers as well as market research.  Overall, Union has estimated the administrative cost for the program in 2017 to be $4.2 million.  Union has not included these costs in proposed rates and is not seeking to recover this forecasted level of costs in this proceeding.  Union will include actual costs in the deferral account for future review and recovery.


As noted in Exhibit 1, page 6 of Union's evidence, there are some areas where Union has identified deviations and transitional issues for the 2017 plan.


First, Union has used the Ontario allowance floor price as the proxy carbon forecast rather than the California allowance ICE 21-day strip forward price.


Union believes this forecast is more representative of the Ontario market for 2017 and will also provide greater rate predictability for customers.


Since 2017 is the first year for the cap and trade program, there is no data to complete the annual monitoring and reporting forms.  However, Union has provided some sample forms as a starting point for developing this reporting going forward.


In addition, Union is not seeking deferral account dispositions for costs incurred in 2017 in this proceeding.


And last, as discussed earlier, Union has not included any significant incremental abatement or long-term investments in the 2017 plan.


As referred to in the framework and earlier in this proceeding, on April 18th and earlier today, there are elements of compliance plans which must remain strictly confidential and viewable only to the Board and Board Staff.


This is a requirement of the Climate Change Act.  It prohibits the sharing of any information related to auction participation, bidding strategies, or financial information relating to an auction.  It prohibits tipping or sharing of information that is generally not disclosed and could reasonably have an impact on the market price or the value of allowances or credits.


The OEB framework recognizes that this is a new market, it's early in its development, and has therefore taken a cautious approach in order to preserve the market's integrity.  This is also aimed at ensuring that the utilities, particularly given their size in the market, and other market participants who are not regulated, are able to cost-effectively execute compliance plans and protect customers from undue costs.


So in summary, Union's 2017 plan is focused on compliance and cost prudency.  Costs will be incurred as a result of a compliance obligation that Union is legislated to cover on behalf of its own facilities as well as its applicable customers.


As a result, Union is requesting three things:  First, final approval of the 2017 compliance plan unit rates, including the recovery of forecasted customer- and facility-related obligation costs, forecasted to be approximately 275 million in 2017.


Second, approval of two new deferral accounts to capture variances for customer-related and facility-related obligation costs from forecast.


And third, to approve an update to the accounting order to the existing deferral account, narrowing its scope from capturing all cap and trade-related costs to only those related to its administration.


This concludes the overview of Union's 2017 compliance plan.  Thank you.


MR. QUESNELLE:  Thank you, Ms. Byng.


Anything further, Mr. Smith?


MR. SMITH:  No, the panel is available for cross-examination.  Thank you.


MR. QUESNELLE:  Thank you very much.


Mr. Rubenstein, I recognize you are up first.  I have a commitment over the lunch that I won't be able to return until 1:45, so I was going to break at 12:45.  Can you work that into your cross and get it started rather than waste the time, to use it?

Cross-Examination by Mr. Rubenstein:

MR. RUBENSTEIN:  Sure.


Good morning -- good afternoon, panel.  My name is Mark Rubenstein.  I am counsel to the School Energy Coalition in this matter.


I have prepared a compendium of documents.  If we can have that marked as an exhibit, please.


MS. DJURDJEVIC:  That will be K2.3.

EXHIBIT NO. K2.3:  SEC CROSS-EXAMINATION COMPENDIUM FOR UNION PANEL 1.


MR. RUBENSTEIN:  It contains information on the record as well as some additional information that I have provided my friends in advance.


MS. CHRISTIE:  Mr. Rubenstein, could you just move a little closer to the mic, if you wouldn't mind?


MR. RUBENSTEIN:  Stuck in a weird...


MS. CHRISTIE:  Thank you very much.


MR. RUBENSTEIN:  I actually just want to start by following up on slide 10, just get a sense of what the actual approval is for that you are seeking in this application.


And as I understand it first, you are seeking approval of the customer-related cap and trade compliance rate on a volumetric basis for all customers but the large final emitters, and the large final emitters is those who are not mandatory or opt-in cap and trade participants.  Do I understand that correctly?

MS. MIKHAILA:  Yes, that's correct.

MR. RUBENSTEIN:  And that's the 3.3559 cents per metre cubed of gas, correct?

MS. MIKHAILA:  The customer related unit rate is 3.3181.

MR. RUBENSTEIN:  Sorry, that's right; that's the combined amount.

You are also seeking approval of a deferral account so as to track the difference between the actual revenue collected and the actual compliance costs, correct?

MS. MIKHAILA:  Yes, we are.

MR. RUBENSTEIN:  And second, you are seeking approval of a separate facilities-related cap and trade compliance rate that differs per class?  And you can see that on page 4 of the compendium, but it's a rate to be applied to all the customers and the volumes on your system, correct?

MS. MIKHAILA:  Yes, that's correct.

MR. RUBENSTEIN:  And you are seeking a separate deferral account to track the difference between the actual revenues collected and the actual compliance costs with respect to facilities, correct?

MS. MIKHAILA:  Yes, we are.

MR. RUBENSTEIN:  So this differs from Enbridge.  You are seeking separate accounts for the facilities and the customer-related compliance costs, correct?

MS. MIKHAILA:  Yes, that's what we've proposed.

MR. RUBENSTEIN:  Is there a reason for that?

MS. MIKHAILA:  We've proposed two separate deferral accounts largely for administrative simplicity to be more transparent about the costs we've collected under each unit rate that we are charging customers, as well as the cost.

Enbridge mentioned that we would be indifferent between whether we are purchasing compliance instruments for customer or facility-related obligation costs.  However, to the extent there are other costs that are specific to one -- to compliance of one or the other, we could track those in the individual deferral accounts.

MR. RUBENSTEIN:  Maybe you can answer this, maybe you can't answer this.  Are you -- does it matter to you when you were -- in determining your compliance plan, does it make a difference for you if you are procuring some sort of either offsets or allowances for your facilities versus your customer-related obligation?  Will you treat those differently?

MS. BYNG:  There would be no distinction between for what purpose the purchase or the acquisition is being made.  So we wouldn't distinguish whether it is being made for an customer obligation, or whether it's being made for a facilities obligation.

MR. RUBENSTEIN:  Would there be a distinction between your regulated and non-regulated assets, so Union undertakes as an unregulated business?  Are you planning to treat your compliance strategy, whatever it is, differently?

MS. MIKHAILA:  The non-utility business will have costs incurred related to the facility-related obligation, and those will be handled in the same manner as other facility-related obligations, and we would be indifferent between purchasing between the two.

MR. RUBENSTEIN:  Now, there was discussion with the Enbridge panel about what approvals they were or were not seeking with respect to the administration costs and --honestly, it's still unclear exactly what they're seeking.

But are you seeking any approvals either sort of -- a specific legal approval, or some sort of policy guidance or comfort from the Board with respect to administration costs in this proceeding?

MS. BYNG:  No, we are not.

MR. RUBENSTEIN:  Now if we can turn to page 2 of the compendium, as I understand how you determined the rate for the customer obligations, it was done essentially the same way Enbridge did, correct?  You used the same methodology?

MS. MIKHAILA:  I have reviewed their calculation of the unit rate, and it is consistent with ours.

MR. RUBENSTEIN:  So what you did was you used the 2017 forecasted volumes, you removed volumes for the large final emitters, you then calculated the GHG emissions based on those volumes and you multiplied it by a proxy price for carbon so as to determine your total costs, and then you divided it by those volumes.  Am I correct?

MS. MIKHAILA:  Yes, I believe -- if I went through all your calculations there, I'm not sure if you included the conversion to carbon.  But for the purposes of calculating the unit rate, we have taken the total cost of customer-related obligation, divided it by the forecast volumes, which excludes large final emitters and voluntary participants.

MR. RUBENSTEIN:  And the cost you used per tonne of carbon for both customer and facility rates is the same as Enbridge.  It is the $17.70 per tonne, correct?

MS. MIKHAILA:  That's correct.

MR. RUBENSTEIN:  And that was similarly based on using the reserve price in 2016 for California and Quebec, and then you estimated what the increase would be for 2017?  Is that my understanding of the methodology of how you got to the $17.70?

MS. BYNG:  That's correct, and I would just want to clarify the estimation for the increase is based on two things.  The regulation stipulates that the floor price or that reserve price increases by 5 percent every year, plus inflation.

So the 5 percent is known, and then we used a published source for the inflation.

MR. RUBENSTEIN:  And as we know, we can see this on page 6 of the compendium, these are the summary results from the March 2017 auction.  The actual reserve price for the first auction in 2017 was $18.07 and the settlement price, ultimately the price of allowances was $18.08.  Am I correct?

MS. NEWBURY:  The settlement price was $18.08.

MR. RUBENSTEIN:  And the reserve price was $18.07.

MS. NEWBURY:  That's correct.

MR. RUBENSTEIN:  Are you seeking to amend your application to account for, I guess, a better sense of what the reserve price would be in 2017?

MS. MIKHAILA:  No, we are not.

MR. RUBENSTEIN:  Could I ask you to undertake to recast the tables on pages 2 through 4 of our compendium -- this is Exhibit 7, schedule 1, pages 1, 2 and 3 -- to show the difference if you had updated the 17.07 for the actual settlement price from the March 2017 auction?  Are you able to undertake to do that?

MS. MIKHALA:  Yes, I can provide that.

MR. SMITH:  We'll do that.

MS. DJURDJEVIC:  That will be J2.5.
UNDERTAKING NO. J2.5:  TO RECAST THE TABLES AT EXHIBIT 7, SCHEDULE 1, PAGES 1, 2, AND 3 TO SHOW THE DIFFERENCE IF YOU HAD UPDATED THE 17.07 FOR THE ACTUAL SETTLEMENT PRICE FROM THE MARCH 2017 AUCTION.


MR. RUBENSTEIN:  Will you also able to give -- actually I can derive the number myself if I have that information.

But do you have a sense at a high-level of what the difference is, what the difference would be on the total compliance costs based on your forecasted 17.70 and the 18.08 would be?

MS. MIKHAILA:  Based on the 18.08 settlement price -- we would expect roughly a $6 million deferral balance.  So I would expect the forecast revenues to increase by $6 million.

MR. RUBENSTEIN:  Could we turn to page 7 of the compendium?  This is a breakdown of your compliance costs by activity, and what we can see -- and as I understand it, the table is attempting to break down the emission allowances, the offsets, the derivatives, the finance costs and it has the total weighted average for those compliance costs.  Is that correct?

MS. NEWBURY:  That's correct.

MR. RUBENSTEIN:  As we can see from that, the actual breakdown of the emission allowances, the offsets, the derivatives and the finance costs, that that's strictly, correct?

MS. BYNG:  That's correct.

MR. RUBENSTEIN:  So the intervenors and the public at this time, they don't know actually how you plan to meet your 2017 compliance costs, correct?

MS. BYNG:  That's correct.  That's a requirement of the act.

MR. RUBENSTEIN:  Could we turn to page 17 of the compendium?  This was an interrogatory from LPMA essentially asking you -- based on the next page, which was a reporting table about your forecast for actual costs, what could be provided and what could not be provided.

You will see on the second page there, page 18, it's the position of Union Gas that the only thing that will be able to be provided after-the-fact would be the total weighted average.  Do I have that correct?

MS. BYNG:  That's correct.

MR. RUBENSTEIN:  So if I just quickly go back to page 7 and I compare them, it would appear to me that actually you're providing more information on page -- on page 7 than you are planning to provide after-the-fact; do I understand that correctly?

MS. BYNG:  So there was an IR, actually, that the Board asked with respect to abatement and what we would expect would be confidential versus strictly confidential versus public, so I think it might be helpful to go to Board Staff 7 to take a look at that.  Do you have it?

MR. RUBENSTEIN:  I see it's on the screen.

MS. BYNG:  Okay.  So in this case we were asked if abatement activities going forward should be classified as confidential or not.  And we believe, in interpretation of the regulations and the framework, that they should be considered OEB confidential, but on a case-by-case basis we would determine what we might be able to make public.

So in the case of the 2017 plan, the small amount that you see that was put in evidence, the first schedule that you brought forward, that represents the green investment fund.

That is a program that's been publicly announced, and it was known that Union participated in it, and the impact in terms of the compliance plan was also fairly small.

So on that basis we were comfortable with making that information public.

I would also note, however, that we are still pretty new into the program and how this is going to work.  So the monitoring forms that we have put forward are samples, and I do think there's going to be a little bit of a learning curve as we move through the process to determine how these will actually be executed on an actual basis.

The Board has also indicated that this might be something that the working group would take a look at, and Union is amenable to that.

MR. RUBENSTEIN:  All right.  And if we just quickly go back to page 18, this is, as I understand it, at least with respect to the compliance instruments, when you are reporting on this after-the-fact, the public and intervenors, they won't know -- if there's a difference between the forecast and actuals, they won't under -- you won't be able to provide the rationale for that; correct?  Because that would be strictly confidential?

MS. BYNG:  That would be strictly confidential.  Of course the Board and Board Staff would see that.

MR. RUBENSTEIN:  All right.

MR. QUESNELLE:  Thank you very much, Mr. Rubenstein.

So we'll break until 1:45.  Thank you.
--- Luncheon recess taken at 12:47 p.m.
--- On resuming at 1:52 p.m.

MR. QUESNELLE:  Barring any preliminary matters, Mr. Rubenstein, do you want to carry on?  Or do we have any matters –- okay, thank you.  Mr. Rubenstein?

MR. RUBENSTEIN:  Thank you very much.

Panel, I wanted to briefly discuss the disposition of variance accounts.

As I understand the current disposition plan of any of the balances in the account is that you differ from Enbridge in that for contract customers, there would be, similar to Enbridge, a one-time adjustment.  But for all others, as I understand it, a debit or credit will be disposed of by way of a volumetric rider over six months.  Do I have that correct?

MS. MIKHAILA:  Yes, that is our current practice for disposition of annual deferral accounts.

MR. RUBENSTEIN:  Why the six-month disposition period using the volumetric rider instead of an adjustment for all customers?

 MS. MIKHAILA:  My understanding is our billing system isn't capable of doing a one-time adjustment for the mass market, 1.4 million customers, residential.

MR. RUBENSTEIN:  Thank you.  Enbridge, during their presentation on Tuesday, told the Board that they'll have what I would call an early warning signal to the Board, if actual costs or actual volumes differ from the approved costs or volumes by 25 percent.

Are you planning on doing something similar?

MS. MIKHAILA:  We hadn't considered what would be a trigger for providing the Board advance notice of large deferral balances.  But we do note that in the framework, it provided for the ability to bring forward things outside of the annual timeframe provided in the framework.  But we had not considered a trigger percentage.

MR. RUBENSTEIN:  Do you think, if the Board set some sort of trigger, that would be beneficial?

MS. MIKHAILA:  If the Board sets a trigger, we would abide by it and notify when we expected the costs to increase by that.

MR. RUBENSTEIN:  Based on your experience with gas supply changes and other cost changes, do you have a sense of what -- at what point a trigger -- at what percentage cost variance it would be helpful to the Board to provide an early warning?

MS. MIKHAILA:  As I mentioned, we haven't given it consideration and we haven't done any analysis on it.

MR. RUBENSTEIN:  Thank you very much.  If we can turn to page 19 of the compendium?

In SEC, IR number 1, we had asked you about if you had made any changes to the volume forecast for the purposes of setting the cap and trade rates, to take into account the impact of the additional cost to customers of cap and trade.

As I understand it, you have not done that; is that Correct?

MR. HENDRY:  That is correct.

MR. RUBENSTEIN:  But I understand that you do  recognize that there is some relationship, in that there will be some affect on volumes because of the increased cost to customers because of cap and trade?

MR. HENDRY:  I would say that to the extent that cap and trade compliance impacts the total bill, then that is a driver of consumption, we would see a reduction in volume as a result of that.

To provide some context, I think it was in that IR response we had noted that a 10 percent increase to the total cost of the bill leads to about a 0.2 to 0.5 decrease in consumption.

MR. RUBENSTEIN:  So considering that you didn't include -- you didn't make any adjustments, can we expect, all things else being equal, that at the end of the year, volumes will be less than forecast because of the increased cap and trade?

 MR. HENDRY:  I think it's very difficult to parse out the impact to the total bill that cap and trade would be creating.

For example, we had a warmer start to the year through January and February, and that has a material impact on the total bill, which again has an impact on that consumption.  So I don't know that I can say in isolation what the impact of cap and trade would be in 2017.

MR. RUBENSTEIN:  I understand it is hard to measure it.  But conceptually, all things being equal, you would expect that the only change in the variable is the increase in cost for cap and trade, you would expect to see a lower volume in 2017?

MR. HENDRY:  Yes, all else equal.

MR. RUBENSTEIN:  Are there plans for, in future applications, taking into account changes of volumes due to cap and trade?  Will we see that in next year's compliance plan?

MR. HENDRY:  Yes, those will be considered as we bring forward our future volume forecast.

I think one thing to note is that in the framework the Board had set out, they had stipulated in section 5.2.1 that we use existing Board-approved methodologies and processes to derive our volume forecast.

So following that process, we would include that in our 2018 compliance plan.

MR. RUBENSTEIN:  Thank you very much.  As I understand your forecast -- your forecasting in 2016 – I think your actuals in 2016 was about $2.225 million in administration costs.  In 2017, it's forecasted to be 4.223 million in compliance costs.

Am I correct?  You see this this on page 23.  In Board Staff number 1, you provided a breakdown.

MS. BYNG:  That's correct.

MR. RUBENSTEIN:  And as I understand it, you expect to need an incremental 13.5 FTEs.

MS. BYNG:  That's what we have in the forecast, yes.

MR. RUBENSTEIN:  And we see the positions and the names and so on page 27.

Are you expected to hire 13.5 by the end of the year?

MS. BYNG:  The number of these roles would have already been hired through 2016.

There are some roles that are currently vacant, but they are expected to be filled by the end of 2017.

MR. RUBENSTEIN:  Thank you.  If I turn to page 29, this is from Enbridge's application, my understanding from their evidence is they're forecasting in 2017 approximately $2.9 million in administration costs.  Do I have that correct?

MS. BYNG:  That would maybe interpretation of that schedule, yes.

MR. RUBENSTEIN:  And on page 31, as I understand it, on the top of paragraph 26, they estimate they will require seven full-time FTEs; do I have that correct?

MS. BYNG:  Again that's my understanding of their evidence, yes.

MR. RUBENSTEIN:  Would you explain to me why you need close to double -- you will need close to double the amount of employees and $4.2 million versus their $2.9 million in 2017?  Why is your administrative cost so much higher than Enbridge?

MS. BYNG:  Well, the first thing I would note is that the 2017 costs are forecast.  So on an actual basis, they may be different and it would only be the actual costs that we would seek recovery of.

I can't speak to the costs that Enbridge has.  I don't know what existing FTE level they have that may be incorporating some of this work.  What I can speak to is for the 13.5 FTE that we've identified; they need to follow and respect two criteria.

So the first is the work needs to be incremental and the second is it needs to be directly related to our compliance plan and the climate changing initiatives.

In that case, all of the FTE this we put forward do meet these criteria, and therefore are forecasted to be our cost for 2017.

MR. RUBENSTEIN:  Now, you say you are only going to ask for recovery of the actual amounts?

MS. BYNG:  That's correct.

MR. RUBENSTEIN:  And the forecast amount is 4.223 million.  Is your expectation that you won't generally come within that forecast?

MS. BYNG:  I can't comment on what will happen the remainder of the year.

Again, we are new into the program, so there are still, as I mentioned earlier this morning in the presentation, a number of uncertainties and undefined elements of the program.  So it is difficult for me to say whether there will be less FTE than what has been identified.

MR. RUBENSTEIN:  But with respect to the total costs, I've just – we're a quarter into the year; I recognize there's three quarters left.  But are you dramatically under, dramatically over, or roughly where you would expect to be in terms of costs for the year?

MS. BYNG:  Year to date March, we would have about $400,000 in savings and that's as a result of the vacancies that I mentioned earlier and associated benefit costs, and also some timing related to consulting costs.

MR. RUBENSTEIN:  Thank you.  If we can go back to page 21 of the compendium, this is an excerpt, as I understand, from your approved 2013 -- sorry, 2014 to 2018 IRM agreement.  Do you see that?

MR. KACICNIK:  Yes, it is.

MR. RUBENSTEIN:  And that's your rate-setting framework for the 2014 to 2018 period?

MS. KACICNIK:  Yes, it is.

MR. RUBENSTEIN:  Am I correct that point 5 under Z factors -- your materiality threshold is 4 million, correct?

MS. MIKHAILA:  The Z factor, yes.

MR. RUBENSTEIN:  Thank you very much.  Can we turn to page 32, the last page of the compendium?

And I had a question -- I wanted to understand your bad debt forecast.

And as I understand, we had asked you in this question:  What is the basis for the forecast and 10 percent increase in bad debt, and as I understand it, what you did was you took the average of your 2013 Board-approved bad debt expense, the 2015 actuals, you averaged those out to get to about $6 million, and then since the total bills were expected to increase about 10 percent you just assumed that the bad debt amounts will increase by 10 percent; is that -- do I have that correct?  Did I understand this interrogatory correct?

MR. HENDRY:  Yes.

MR. RUBENSTEIN:  Is that how your bad debt expenses work?  There is a purely linear relationship between bill increases and bad debt expenses?

MR. HENDRY:  There are a variety of factors that could impact the bad debt expense.  Certainly one of the big drivers is the total bill amount, and so with a 10 percent increase to the total bills we expect to see a proportionate increase in the bad debt expense due to the cap and trade compliance costs.

MR. RUBENSTEIN:  Is that your history with other increases in the bill?  If the bill in a year goes up 3 percent you are going to see 3 percent greater bad debt expense?

MR. HENDRY:  I don't know.

MR. RUBENSTEIN:  Did you undertake any analysis when you were determining the 10 percent to look back at past increases for whatever reason, bill increases and how that affected bad debt?

MR. HENDRY:  Sorry, could you repeat your question?

MR. RUBENSTEIN:  Sure.  Well, my question is:  In determining the 10 percent increase, did you look back at past history of Union Gas where you've had annual rate increases or other such rate increases and how that affected the bad debt?

MR. HENDRY:  We did not undertake that analysis, so just, I guess, to reiterate the process that we did go through is we looked at the average cost for the average residential customer and determined that that is approximately 10 percent of their existing cost.

So if we were, all else equal, to see the same level of bad debt expense, we would then inflate that by the 10 percent due to this new cost of cap and trade compliance for that average residential customer.

MR. RUBENSTEIN:  So as I understand the remainder of the response you say, well, we're not actually putting any amounts in rates, and will actually only include the actual incremental debt expense; do I understand that correctly?  That will show up in a deferral account to be cleared at some point in the future?

MR. HENDRY:  That is correct.  As Ms. Byng had noted, only the actuals will flow through to the deferral account.

MR. RUBENSTEIN:  So how exactly are you going to break out what is the cap and trade-related bad debt expense versus bad debt expense from the economy, other bill increases and so on?

MR. HENDRY:  So although the cap and trade compliance cost is reflected in the same delivery line on the bill, we do have visibility to directly the cap and trade component of that in our systems, so we can isolate that component to understand what the actual expense is that needs to flow through to that deferral account.

MR. RUBENSTEIN:  I'm not sure I understand, so let me posit to you a hypothetical.

MR. HENDRY:  Sure.

MR. RUBENSTEIN:  Cap and trade costs are 10 percent higher, but there is other issues that occur.  There is a downturn in the economy.  How are you going to isolate out the different parts to determine what is a cap and trade -- why is bad debt increasing because of cap and trade versus other factors?

MR. HENDRY:  So maybe I'll try and provide my own example to illustrate the point I'm trying to make.

So if we had a customer whose bill was $600 for the year, just as an example, and we expect to see bad debt -- or, sorry, the cap and trade compliance increase that bill by 10 percent to $660, we would have $60 that we could isolate as the cap and trade compliance costs that is on that customer's bill.

If they fail to pail that and it ultimately rolls into our bad debt expense, we know that that $60 is the portion that would need to be mapped on an actual basis to the deferral account.  That remaining 600 will be dealt with our existing Board-approved mechanism for bad debt.

MR. RUBENSTEIN:  So you are assuming essentially that 10 percent of the reason of a bad debt expense is cap and trade versus any other -- the other costs?

MR. HENDRY:  I don't think that we are assuming that it is attributable to the cap and trade compliance.  I think we know what the cap and trade compliance expense is for that individual customer and can break that portion out from the existing bad debt expense.

MR. RUBENSTEIN:  Okay.  And as I read this interrogatory response you say, and I'm quoting here:

"Only the actual costs will be captured in the greenhouse gas emissions compliance obligation customer-related deferral account for future disposition."

I had understood -- as I understand that account is that recording the difference between your actual compliance costs and your forecast compliance costs, and the greenhouse gas impact deferral account was tracking the administrative costs.  Do I have that correct?

MR. HENDRY:  I'm not sure I understand what you mean there.  When you say that the deferral account is tracking the difference between the actuals and the forecast, I'm not -- you lost me there --


MR. RUBENSTEIN:  Well, let me break this down.

MR. HENDRY:  Sure.

MR. RUBENSTEIN:  I understand there are two different -- there are three different accounts, but I understand the greenhouse gas emissions compliance obligation customer-related deferral account is tracking the difference between the forecast compliance costs and the actual compliance cost; do I have that correct?

MS. BYNG:  That's correct.

MR. RUBENSTEIN:  And the greenhouse gas emissions impact deferral account was tracking the administration costs; do I have that correct?

MR. HENDRY:  Yes.

MR. RUBENSTEIN:  And as I read this interrogatory response, you are putting the incremental bad debt expense in the greenhouse gas emissions compliance obligation customer-related deferral account, correct?  I would have thought that would have been in the greenhouse emissions impact deferral account, since I was tracking administration costs.

MS. BYNG:  If I could just have a moment, please.

MR. RUBENSTEIN:  Sure.

[Witness panel confers.]


MR. HENDRY:  So I think if I'm understanding the question correctly, you've noted that in our response we note:

"Customer-related deferral account, account number 179154 for future disposition."

I think that should read "account number 179152", which is the admin account, which is where the bad debt -- the actual bad debt expense will appear.

MR. RUBENSTEIN:  I'm not familiar with the numbers, but it's the account -- the impact deferral account, the administration cost.

MR. HENDRY:  Yes.

MR. RUBENSTEIN:  Okay.  Thank you very much.  Those are my questions.

MR. QUESNELLE:  Thank you, Mr. Rubenstein.

Mr. Pollock.
Cross-Examination by MR. Pollock:

MR. POLLOCK:  Thank you, Mr. Chair.

I had a number of questions on administrative costs, but as I understood your evidence earlier I may be able to shorten this by quite a bit, so I was just hoping that you could confirm one or two things for me.

One is that you are not asking the Board for any opinions on your administrative costs at this time and that it will be dealt in a subsequent proceeding; is that correct?

MS. BYNG:  Yes, that's correct.

MR. POLLOCK:  Okay.  Thank you.

Then I will save most of my cross for a later day, and I really just wanted to follow through with you on one thing.

MR. SMITH:  Want the actuals already?

MR. QUESNELLE:  That is very efficient.

MR. POLLOCK:  If we could turn up SEC 11, please.

So you are asked here about what information could be provided to all parties when we're seeking to review the actual compliance plan.

I know you went over this briefly with Mr. Rubenstein, but you pointed us to two other responses, LPMA 15, which was the table that we went over earlier, I believe, and APPrO 5, and I wonder if we could just go to APPrO 5 for a second, because you give a couple examples here.

So in your response -- so the third line down, beginning "examples include" -- do you see that?

MS. BYNG:  I do.

MR. POLLOCK:  And I was just wondering, I know you  mentioned that there was a case-by-case basis on what you would be able to provide, but I was just wondering, in general, are any of these things that would be available for intervenors to see?

MS. BYNG:  So first I want to clarify, when you indicated "case by case" --


MR. POLLOCK:  Yes.

MS. BYNG:  -- that was with respect to abatement only.

MR. POLLOCK:  Okay.

MS. BYNG:  So when we are talking about compliance instruments, I want to be very clear that those are covered off by the act and those would be strictly confidential, viewed only by the Board Panel and by OEB Staff.

MR. POLLOCK:  Okay.  So in terms of these examples, you answered a question about what intervenors could see by reference to this.  And I just wondered in the examples that you gave if any of those would be available for intervenors.

MS. BYNG:  Per the framework, the forecast, the annual forecast price of allowances would be in the compliance -- annual compliance filing, and we have proposed for 2017 that that is based on the reserve price or the floor price of allowances for Ontario.  So that's viewable by intervenors.

When I look at the other things that are on the list, cost per year per compliance instrument or activity would be strictly confidential, with the exception of abatement, which we talked about this morning where we've said that would have a level of confidentiality to begin, and we would assess on a case by case basis.

The forecast price of offset credits would not be viewable by intervenors, and the forecast abatement GHG reduction, as I just referred to, would be confidential to start and we would evaluate case by case to see if could be made public, or even if needed to be strictly confidential.

MR. POLLOCK:  Thank you.  Those are all my questions.

MR. QUESNELLE:  Thank you, Mr. Pollack.

Ms. Van Soelen?
Cross-Examination by Ms. Van Soelen:


MS. VAN SOELEN:  Good afternoon, panel.  I am Ms. Van Soelen and I will be asking some questions on behalf of IGUA today.

The first evidentiary reference that I will draw everyone's attention to is Exhibit 6, page 2 of two, and these are questions that go to the scope of the application.  I want to make sure I understand it properly.

Reading from line 12, I take it from the evidence that the balances that are in the customer-related and facility-related obligation costs deferral accounts will be subject to different allocation methodologies?

MS. MIKHAILA:  Yes, that's correct.

MS. VAN SOELEN:  And those application methodologies are not laid out in your application, and you are not seeking approval for them today, correct?

MS. MIKHAILA:  We are not seeking approval for the deferral accounts, but the disposition methodologies would be consistent with the unit -- the methodologies used to derive the unit rates in this application.

MS. VAN SOELEN:  The mechanics of any disposition, would you agree that that's going to be the subject of a future proceeding in which you clear these deferral account balances?

MS. MIKHAILA:  Yes, I agree.

MS. VAN SOELEN:  I was going to ask a number of questions going to confidentiality.  But in light of questions asked by my friends and directions from the Panel yesterday and today, I am going to excise that from my cross-examination.  That will also assist us with timing.

I'd like then to go to Exhibit 5, appendix A, page 2 of 3.  This is a chart that addresses the communication activities completed or planned by Union, correct?

MS. BYNG:  That's correct.  It's a summary.

MS. VAN SOELEN:  And I wanted to ask in particular about the ongoing customer discussions noted at the bottom of page 2.

MS. BYNG:  Yes.

MS. VAN SOELEN:  If I read the table correctly, Union has had or proposes to have discussions with approximately 150,000 business customers -- sorry, did I say 150?  I meant 115,000 business customers.

MS. BYNG:  Union does have ongoing customer discussions.  They wouldn't necessarily be one-on-one, so a number of those customers would be handled through customer meetings, for example, targeted to customer groups, depending on their size or potentially their industry.

MS. VAN SOELEN:  And from discussions that have already happened with these customers, have those discussions involved large final emitters, LFEs?

MS. BYNG:  Some of them would have, because they would have been part of larger customer meetings where cap and trade may have been one agenda item on the list.

MS. VAN SOELEN:  Have you found over time, through your experience in discussions with these customers, that large final emitters' knowledge and understanding of the cap and trade framework has increased generally over time?

MS. BYNG:  I don't think that I'm qualified to talk to what level of knowledge or experience large final emitters have or have not.

MS. VAN SOELEN:  Is there anyone on the panel who could speak to that issue or not?

MS. BYNG:  I think given that that knowledge is very specific to each entity, as Union Gas we wouldn't have a line of sight to what level of knowledge they have or have not acquired.

MS. VAN SOELEN:  Okay.  Moving on to Exhibit B, Staff 17, this is part of your IR responses and I'm looking in particular at response (b).

You note that:
"Union will propose to dispose of deferral account balances over a six-month period for general service customers, and as a one-time adjustment for contract rate classes."

I presume that use of the word "will" means that that's an approval that Union will be seeking in another proceeding, and I think that's consistent with what you told me earlier?

MS. MIKHAILA:  Yes, that's correct.

MS. VAN SOELEN:  Is it Union's position that it will be making this proposal regardless of the size in the deferral account balances?

MS. MIKHAILA:  This methodology for disposing of deferral accounts is our practice.  We also provide customers the ability to contact their account managers if they need alternate payment arrangements, and can work with their account managers on a case by case basis as needed.

MS. VAN SOELEN:  So would you agree with me that if the balance on these deferral accounts is large, there is potential for the customers, certainly your contract customers to face a fairly substantial one-time charge?

MS. MIKHAILA:  I agree they could, yes.

MS. VAN SOELEN:  Has Union spoken to any of its customers on how they be with impacted by the one-time adjustment to these deferral accounts?

MS. MIKHAILA:  We are aware of our customers' concerns.

MS. VAN SOELEN:  Are you aware that amongst Union's customers, there are three industrials in Sarnia who buy steam and electricity from TransAlta?  Do you have familiarity with that?

MS. BYNG:  Yes, we are aware of that arrangement.

MS. VAN SOELEN:  And in respect to the volumes of gas that are delivered by each of these three industrials to TransAlta for the generation of the heat and steam, the industrials are billed individually by Union?

MS. BYNG:  That's correct.

MS. VAN SOELEN:  So for these volumes, the industrials are not treated as if they are large final emitters.  You would agree with that, right?

MS. BYNG:  Sorry, could you repeat your question.

MS. VAN SOELEN:  For these volumes of gas that we've just talked about, the industrials are not treated as if they are large final emitters?

MS. BYNG:  So for their cogent unit?

MS. VAN SOELEN:  Yes.

MS. BYNG:  Yes, I would agree with that.

MS. VAN SOELEN:  Those are all my questions.  Thank you.

MR. QUESNELLE:  Thank you, Ms. Van Soelen.  Mr. Chamberlain?
Cross-Examination by Mr. Chamberlain:


MR. CHAMBERLAIN:  Good afternoon.  My name is Adam Chamberlain, and I will be asking a few questions on behalf of APPrO, and I won't be terribly long.

By questions are mainly around the notion of the deferral and variance accounts.  And I just want to confirm a couple of things, and ask a few questions, if I might.

First of all, I just want to confirm -- and I think I am confirming, based on other questions that have been asked -- that Union's intention is to rely on the one time or annual disposition of accounts for the contract rate classes.

MS. MIKHAILA:  Yes.

MR. CHAMBERLAIN:  Yes, again.  And I would also like to confirm that Union is proposing to determine the methodology for the adjustments of this account, and other accounts actually, at a future proceeding.

MS. MIKHAILA:  Yes, we will bring forward the balances for disposition in a future proceeding.

MR. CHAMBERLAIN:  Now, APPrO views volatility of these accounts as a very sensitive issue, and I'm just curious if the timing of the determination of the methodology is at least, in part, due to the potential of volatility of these accounts?

MS. MIKHAILA:  I'm not sure what you mean by the potential methodology.

MR. CHAMBERLAIN:  Well, the methodology -- you've told me we're going to deal with the methodology of disposition in a future proceeding, correct?

MS. MIKHAILA:  Yes, you are referring to the allocation of the deferral balances, or the actual disposition -- which I guess will both be subject to a future proceeding.

MR. CHAMBERLAIN:  Okay, thanks.   So, the question though is -- is the timing of that determination, the fact that it's going to be dealt with in a future proceeding, is that at least in part due to the fact that there are concerns or that volatility, or potential volatility is an issue with respect to these accounts?

MS. MIKHAILA:  The reason they'll be dealt with at a future proceeding is because we currently don't have balances to seek approval of in the deferral accounts.

MR. CHAMBERLAIN:  Has Union performed a sensitivity analysis, or quantified the potential volatility of these accounts to date?

MR. HENDRY:  We have done some high-level analysis on the potential volatility within the deferral accounts, although at the time of that analysis I would say it was approached through the lens of looking at the volatility that may emerge as a result of different frequencies and disposition and different frequencies of rate adjustments, so I can't say that we've specifically looked at it through the lens of various price drivers and those types of things.


MR. CHAMBERLAIN:  Will that information or that sort of analysis, sensitivity analysis, be evidence that's brought forward if future -- pardon me, the future proceeding that we've discussed?


MR. HENDRY:  I think that it would, but only to the extent that it's relevant to whatever issue we'd be addressing at that time.


MR. CHAMBERLAIN:  Thank you.  In determining to go to use a one-time or annual timing for these accounts, did Union consider what market distortions might arise from these one-time -- a one-time clearance of these accounts?


MS. BYNG:  No, no, Union did not.


MR. CHAMBERLAIN:  Thank you.  Did Union consult with its natural gas-fired generator customers on this approach for a one-time adjustment?


MS. BYNG:  As indicated in Board Staff 16 and we just referred to, there were a number of conversations that we had one-on-one with customers, either through APPrO, the association, or directly with power producers, and certainly we're aware that customers had a concern with annual deferral dispositions.


Union, before the framework was issued, had provided input that we felt that quarterly dispositions was one way that that could be potentially addressed.


Now that we have the framework, the framework clearly identifies that it is annual disposition.  That is what we are complying with, and that is the basis for the proposal.


MR. CHAMBERLAIN:  Thank you.  Is Union aware that a one-time adjustment could undermine the ability of gas-fired generators to bid marginal costs into the Ontario electricity market?


MS. BYNG:  Union is aware, based on discussions, that this is a concern for you and your constituents.  However, it isn't within Union's control to manage how they recover their costs, so again, we've established our proposals and our plan based on the framework before us.


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


MR. QUESNELLE:  Thank you, Mr. Chamberlain.  Ms. Girvan.

Cross-Examination by Ms. Girvan:

MS. GIRVAN:  Thank you.  Just a few questions, actually, now that the -- just a few questions about the administrative costs.


If you could please turn to CCC number 1, please.  Thank you.  So this is referring to the merger between Spectra Energy and Enbridge Inc., and from what I understand there was a regulation passed that amended the Reg. 144/16 so that Union and Enbridge would be treated separately with respect to their cap and trade activities; is that correct?


MS. BYNG:  Yes, that's correct.


MS. GIRVAN:  It is also my understanding that this particular regulation will expire at the end of 2017?


MS. BYNG:  That's correct.


MS. GIRVAN:  So is there the potential at the end of the day for Union and Enbridge to collaborate and work together beyond 2017?


MS. BYNG:  Any collaboration on our compliance plans beyond 2017 will be directly related to the expiry of that regulation.


So essentially what I'm saying is we wouldn't be able to do that until that regulation expires.


MS. GIRVAN:  Oh, so you can't, in planning, say your compliance plans for 2018, you can't collaborate?


MS. BYNG:  On the strictly confidential elements, no, we cannot.


MS. GIRVAN:  Okay.  All right.  Thank you.


So just taking that, does that mean that there is the potential beyond 2017 that you won't need all the extra employees that you are proposing with respect to your cap and trade program?


MS. BYNG:  Going forward I can't speculate on what the requirements will or will not be and how they may be structured.


MS. GIRVAN:  Okay.  And are these full-time employees?


MS. BYNG:  The proposed forecasts that we have or the -- rather, I will say the estimated forecasts that we have, the 13.5 FTE, they are new, with the exception of half an FTE included in that, which are existing employees.


MS. GIRVAN:  Okay.  And are your customer contact centre employees full-time or part-time or permanent or contract?


MS. BYNG:  They're not permanent.  They were contract roles.


If we go to Board Staff number 1, I believe we laid that out.


MS. GIRVAN:  Yes.


MS. BYNG:  So they were seven temporary employees that were hired in anticipation of an increase in calls.


MS. GIRVAN:  Okay.  And from what I understand, if you turn to Exhibit -- Staff number 16, please.  It sounds like at the bottom of the page there that the volume of calls is declining with respect to cap and trade; is that correct?


MS. BYNG:  That's right.  They have steadily declined through January and February.


MS. GIRVAN:  So does that mean these people will be let go or not --


MS. BYNG:  Yes, there was a gradual decline in the temporary staff as we saw calls decreasing, and as of the end of February there are no call centre staff costs going into the deferral account.


MS. GIRVAN:  Okay.  But the 275, what does that reflect?


MS. BYNG:  The 275,000 reflected that we were going to have the seven FTE for the first six months of 2017 --


MS. GIRVAN:  Oh, I see.  So you are telling me now you don't need that, but the 17 is just the forecast, so the actual will be zero.


MS. BYNG:  Exactly -- well, the actual was, instead of 275 year to date in our expectation is 100,000.


MS. GIRVAN:  Okay.  Thank you.


Just briefly, just a couple of questions with respect to bad debt.  Could you please refer to Board Staff number 3.


I am just trying to understand this a little bit.  So from what I understand, embedded in rates is 6.3 million with respect to bad debt?


MR. HENDRY:  That is correct.


MS. GIRVAN:  And in each year since 2013, '14, and '15 you've been under -- your actual bad debt expense has been less than that.


MR. HENDRY:  It has.


MS. GIRVAN:  So you've over-recovered from your customers that amount, the variance between those.


MR. HENDRY:  Yes, we have.


MS. GIRVAN:  Okay.  And do you have an actual bad debt for 2016?


MR. HENDRY:  Actual bad debt for 2016 was 3.7 million.


MS. GIRVAN:  3.7 million, okay.


MR. HENDRY:  I might note that that's largely driven by, again, back to the comment around the total bill, largely driven by warmer weather that we experienced in that period.


MS. GIRVAN:  Okay.  And my understanding going forward is you are seeking to record in the deferral account an amount related to bad debt, and the way you are deriving that is you have your forecast for 2017 and you are going to take 10 percent and put that in the deferral account.


MR. HENDRY:  So I would say the way that we have derived the forecasted amount for 2017 is taking the average of the Board-approved amount at 6.25 million and the average of the 2015 actuals of 5.7, which averages about 6 million, and then recognizing that we expect the total bill to increase about 10 percent due to cap and trade and compliance.  We apply that 10 percent to the 6 million, which results in the 600,000 that we have forecasted for that amount.


MS. GIRVAN:  Okay.  But again, what you are going to do is you are going to look at bad debt at the end of 2017 and say 10 percent of that should be booked to the account?


MR. HENDRY:  I think as we gain experience in -- with the cap and trade framework, our methodology may evolve along with that understanding, but I do believe that given there is this linear relationship between the total bill and the amount of bad debt, to the extent that cap and trade increases the total bill we would continue to estimate it in that fashion.


MS. GIRVAN:  Okay.  And why didn't you consider the actual bad debt in 2016 in terms of setting that amount?


MR. HENDRY:  That amount was not known at the time of developing the forecast.


MS. GIRVAN:  Okay.  Thank you, those are my questions.


MR. QUESNELLE:  Thank you, Mr. Girvan.  Mr. Quinn.

Cross-Examination by Mr. Quinn:

MR. QUINN:  Yes, thank you, Mr. Chair.


Good afternoon, panel, my name is Dwayne Quinn, and I am here on behalf of the Federation of Rental-housing Providers of Ontario.


I just have one area of questioning.  My colleagues have canvassed some of our concerns also, but I wanted to return to an area that I attempted to work with Enbridge, and I am heeding the Board's redirection.  At the same time I wanted to look at risk management in a very generic and high-level way.


In our interrogatory, FRPO 8, we were seeking an understanding of Union's views on the allocation of risk associated with four purchases and structured products.  But given the feedback that we received on a similar question with Enbridge, I want to approach this differently as I believe it's an important issue, but we are appropriately constrained by the privacy considerations.

So if I could ask Mr. Gagne to turn up Union's June 22nd submissions in the cap and trade framework proceeding, EB-2015-0363, and if you would turn to page 4 of 17, please.

I am going to focus on 2 and 3; if you wouldn't mind framing those, Mr. Gagne, that would be helpful, so the witnesses can see and the Board panel can see also.

So the second and third bullet; this is under the guiding principles section and it is familiar to most who would have been involved in that proceeding.  But clearly bullet 2 states:
"Union strongly believes the focus should be on prudence, not cost effectiveness.  Prudence is consistent with Union's obligations when purchasing gas supply within the framework of an open and liquid North American market and would reflect execution of a sound, low-risk plan that achieves compliance.  The theme articulated by the Board Staff in the guiding principles, and indeed throughout the entire discussion paper, is the concept of cost effectiveness or the pursuit of lowest cost.  In Union's view, this is not appropriate, particularly in an emissions market that is in its infancy and is not yet a broad liquid market."

Stopping there, is that still Union's position in this matter?

 MS. BYNG:  Union does still believe the cost prudency is a critical part of coming up with our plans, and has been reflected in the 2017 compliance plan as such.

MR. QUINN:  Thank you.  Just moving on to bullet 3: "The references to optimization and risk management cause Union serious concern.  Union does not expect to take optimization positions with emissions allowances portfolio through the use of sophisticated financial hedging transactions, nor does Union believe this approach is prudent.  It is consistent with the Board directive to cease these activities for natural gas purchases and does not recognize that experience in the carbon market needs to be gained before there can be any contemplation of financial risk management.  These concerns and Union's alternative proposal are discussed further in the risk management section below."

So again stopping there, does the content of bullet 3 still reflect the position of Union Gas in these matters?

MR. QUESNELLE:  Mr. Quinn, to save us a transcript correction, I believe you misspoke.  It is inconsistent with the Board's direction, not consistent.

MR. QUINN:  Thank you, sir, I appreciate somebody being my spell check.

MR. QUESNELLE:  Thank you.

MR. QUINN:  So I am sorry, panel, for my error that disrupted the question.  But again, does the content of bullet 3 still reflect the position of Union Gas in these matters?

MS. BYNG:  Well, I would just note this is a submission that we put in respect for comment of a discussion paper that the OEB put together.

The OEB has since issued the framework and in that issue identified that financial risk management transactions is at the option of the utility.  Whether we pursue those or not is strictly confidential, and I can't comment further.

MR. QUINN:  I'm going to ask this question, and I will respect if you don't believe you can comment, but that's to my point.

Said differently, is it Union's view that the utility should not be subject to a lack of recovery of costs if they do not use structured products?

MS. BYNG:  I think there are some double negatives in there.  Can you repeat your question?

MR. SMITH:  Sorry, Mr. Quinn, if I have it, I think what you are asking is if Union doesn't employ a structured product, it should, as a result, be denied cost recovery?

MR. QUINN:  I'm saying -- sorry, Mr. Smith, and thank you for trying to help me.  I'll say it directly.

If Union chooses not to use structured products as part of its choice, do you believe that it in any way should be at risk for lack of recovery because of a choice of -- a lack of utilization of all tools available.

MS. BYNG:  I think the prudence of what tools Union decides to exercise as part of its compliance plan that will be evaluated at that time by the Board Panel.

MR. QUINN:  I wanted to ask one more question.  Similarly, is it Union's view that the utility should not be subject to an inability to recover costs if these products did not bring about the expected efficacy in risk mitigation?

MS. BYNG:  Quite simply, the framework identifies that cost recovery through prudency is one of the guiding principles.  So when we bring our compliance plan forward and the cost consequences resulting, then it will be up to the Board to evaluate what methods we used or did not use, and whether they were prudent as a result.

MR. QUINN:  I have your answer.  Thank you very much for that.

MR. QUESNELLE:  Thank you very much, Mr. Quinn.  I guess we are at our call-in segment of the show, and I think we have Mr. Aiken on the line.
Cross-Examination by Mr. Aiken:

 MR. AIKEN:  I am, thank you.  I am going to be following up on a couple of issues, and then looking at some of the rate schedules.

My first question deals with the deferral accounts, 179, 152, 154 and 155.  For those three accounts, when does Union propose to bring forward the disposition of those balances in those two accounts?  Specifically, we heard on Tuesday that Enbridge was going to bring those forward or
-- most likely was going to bring those forward as part of their 2019 compliance plan in August of 2018.

So my question is: Does Union propose the same timeframe?

MR. QUESNELLE:  The panel is just looking up some information, Mr. Aiken.

MS. MIKHAILA:  Yes, we answered this question in Exhibit B, Staff 17:
"Union will be bringing forward its to 2016 admin cap and trade deferral accounts with its 2016 non-commodities disposition."

MR. AIKEN:  Yes, but I'm talking about the 2017 balances.

MS. MIKHAILA:  The 2017 balances in all three deferral accounts will be brought forward with the 2019 compliance plan in August of 2018.

MR. AIKEN:  Okay, thank you.  Then my next follow-up question is on bad debt, which seems to be a favourite topic today.  And I had two specific scenarios or questions that I am a little confused on, I guess.

You have basically, from what I understand, two buckets of bad debt.  One is cap and trade-related bad debt costs, and then everything else goes into the other bucket.

So my question is -- for example, your $600 example. My understanding is some bad debt would be associated with invoices that had been partially paid; would that be correct?  In other words, a customer has attempted to pay some of their invoices to you, but have been unable to pay all of them and you ultimately write-off the remainder as bad debt.  Is that correct?

MR. HENDRY:  I don't know.

MR. AIKEN:  Do you know how the partial payment would be allocated to the cap and trade bucket versus the other bucket?

If you don't know that's fine, we will follow that up when the clearance takes place, I assume.

[Witness panel confers]


MR. HENDRY:  So there would be an order of operations that's followed in the event that we did receive a partial payment.  I would be willing to take that as an undertaking, to determine exactly how that would influence the balance associated with the cap and trade component and the non-cap and trade component.

MR. AIKEN:  Yes, I'd like that.  Thank you.

MR. SMITH:  We'll do that.

MS. DJURDJEVIC:  That will be J2.6.
UNDERTAKING NO. J2.6:  TO DETERMINE EXACTLY HOW THE ORDER OF OPERATIONS FOLLOWING A PARTIAL PAYMENT WOULD INFLUENCE THE BALANCE ASSOCIATED WITH THE CAP AND TRADE COMPONENT AND THE NON-CAP AND TRADE COMPONENT

MR. AIKEN:  Then my second question on the bad debts is that some of the bad debt written off in 2017 will be -- would include amounts not paid in relation to service in 2016.

Will your methodology pick that up?  In other words, will the bad debts written off in 2017 that are related to invoices from 2016 reflect no cap and trade component?

MR. HENDRY:  You are correct in stating that there is a time lag associated with ultimately writing off the bad debt expense, so as we've all -- we have the $600,000 forecast for bad debt expense in 2017.

Only the actuals that we incur in the year will flow through that account, so given that bad debt associated with cap and trade compliance is new as of January 1st, we would start to see those amounts come through towards the latter part of the year, which would mean that that would fall into 2018, and as a result of that we expect that we would see our actual bad debt expense for cap and trade in 2017 to be less than the forecasted amount.

MR. AIKEN:  Okay.  Thank you.  Then moving on to a relatively different area that we've heard earlier today, if you could turn up in Exhibit 7, in the rate schedules themselves, and starting with rate M1.

While we're getting there, what I'm going to be talking about is specific to the facility-related rates.  And I assume that there are three main types of costs that are included in these costs, those being unaccounted-for gas, compressor fuel, and company-use gases; is that correct?

MS. MIKHAILA:  Yes, that's correct.

MR. AIKEN:  Okay.  So then when we look at the N1 rate class -- and I'm just waiting for it to come up on the screen here.

MS. MIKHAILA:  Keep going down.  Keep going down, Chris.

MR. AIKEN:  Keep going down.  Okay.  Now, if you go down to the notes, just above part (d) -- yeah, right there.  So we see that the facility-related greenhouse charge for M1 is .0297, and if you go to the next page -- or actually two pages on for M2, the same note, it's .0209.

Now, my question is, for both of these rate classes you split storage charges separately from delivery charges.  But you are only recovering this through the delivery charge.

But am I correct that your storage costs would include UFG and compressor fuel?

MS. MIKHAILA:  Yes, our allocation methodology would allocate UFG and compressor fuel to the storage classification or function, but for simplicity and in compliance with the framework, we've recovered the cost in the delivery rate, although we've allocated it to rate classes based on the existing methodology.

MR. AIKEN:  Right, and for these two rate classes it doesn't matter whether it's in the delivery charge or the storage charge, because it's being applied by the same number of cubic metres; is that correct?

MS. MIKHAILA:  Yes, that's correct.

MR. AIKEN:  Okay, so then when you go to rate 4, M4, and I'm looking at page 3 of 3 on the M4 rate schedule, there are three different rates there for facility-related charges.  There is .028 for firm, .0297 for unauthorized overrun, and .0249 for interruptible.

So just stopping there, the unauthorized overrun, I take it, is equivalent to the M1 rate; is that correct?

MS. MIKHAILA:  Yes, that's correct.

MR. AIKEN:  Okay.  Then going two pages further on to page 2 of 3 of the M5A rate schedule, again at the bottom you will see the three footnotes.

We have the same .0249 for interruptible and .0297 for the unauthorized overrun.  But then footnote 3 doesn't have a rate, and I guess my question is:  For the firm, I believe this relates to the firm -- yes, it's for the firm service under M5A -- why did that not specify the same firm rate as for M4, for example, the .028?

MS. MIKHAILA:  Customers in our rate M5 who choose a firm service are billed for either the M1, M2, or M4 service, depending on the volumes that they contract for.

So the rate they are charged for the firm service is not strictly the M4 rate; it could also be the M1 or M2 rate.

MR. AIKEN:  Okay, thank you.  Going to M7 then on page 2 of 2, about the middle of the page again, the note -- or I guess, go back to page 1 of 2.  And under section C rates, part 1, and then under the monthly delivery commodity charge, you have firm, interruptible, and seasonal delivery charges, and they all have reference to note number 1, so that is on page 2.

And my question is:  Why do the M7 customers have the same charge regardless of whether they are firm, interruptible, or seasonal, whereas rates 4 and 5 have different firm and interruptible rate?

MS. MIKHAILA:  This is a unique situation for the M4 and M5 class, because the M4 interruptible rates are the same rates as calculated in the M5 rate class, so we've used the same facility-related unit rate.

The M7 interruptible and seasonal rates are not derived off of another rate class's rate, and so we've used the M7 facility unit rate.

MR. AIKEN:  Okay, and then note number 3, I couldn't
-- I may have missed it, but I didn't see anything in the M7 rate schedule that actually had a footnote number 3.

MS. MIKHAILA:  I noticed that as well, and it should be referred to under the section C rates, number 1(i), the second paragraph, regarding the unauthorized overrun gas.

MR. AIKEN:  Okay, and again that's the M1 rate?

MS. MIKHAILA:  That's correct.

MR. AIKEN:  Yeah, okay.  And then my final question on these rate schedules is on the M9 rate schedule, and on page 2 of 2 in particular, the authorized overrun and the unauthorized overrun have the same charge, whereas it appears all the other rate schedules have a different rate for unauthorized versus the authorized.  And I was wondering if you can explain that to me.

MS. MIKHAILA:  Yes, the M9 unauthorized overrun rate is not a rate that's derived within a different rate class, so we've applied the same facility-related unit rate to the unauthorized overrun charge, whereas in the other rate classes the unauthorized overrun rate is calculated off of the M1 rate where we've used the M1 facility-related unit rate.

MR. AIKEN:  Okay, I think I understand that.

And then my last question had to do with how these costs actually show up on bills for large final emitters and voluntary participants.

And I've seen the bill for one of your customers who fits into these categories.  And what happens is that they get charged for the customer-related obligation as -- on the delivery line, and then there is a separate line that shows a credit for that 3.3181 cents.

Is that the way you bill all your customers that are large emitters and voluntary participants, or is this just the contract customers, or is it just a subset of those customers?

MS. MIKHAILA:  That's the way we're currently billing our contract rate customers, due to limitations in our current billing system.  We are in the process of transitioning to a new billing system, where this will no longer be required.  But in order to management current billing for these customers, that was a necessary way of appropriately billing them.

MR. AIKEN:  And when do you think this transition will take place?  I mean, are we talking about in a few months, or by the end of the year?

MS. BYNG:  We currently expect that that will be addressed in 2018.  Just to clarify, this is for our largest customers who are contract customers, so this would not apply to the 1.4 million residential customers and our smaller commercial and industrial customers.

MR. AIKEN:  So it applies basically to M4 and bigger in the south?

MS. BYNG:  It's not a clean break between how the rate classes -- we have two billing systems, so it is not always a clean break between which billing system handles the rate class.  But generally, yes, they would.

MR. AIKEN:  Okay.

MR. AIKEN:  I think those are my questions, but let me check my notes.  Yes, I think everything else has been covered by others, so thank you.

MR. QUESNELLE:  Thank you, Mr. Aiken.

Mr. Elson, you are up next.  It is five to three, and we will be wanting to take a break at around a quarter after three, somewhere in that neighbourhood, whenever it's good for you.

MR. ELSON:  Thank you, Mr. Chairman.
Cross-Examination by Mr. Elson:


MR. ELSON:  Good afternoon, panel.  My name is Kent Elson and I represent Environmental Defence.

I'd like to start right in the thick of the issue that's most important to us, which is why Union decided not to include any incremental ratepayer-funded abatement activities as part of its 2017 plan.

I know those reasons are outlined in Board Staff 14.  You can turn it up, if you'd.  But you don't need to, because I'm going to be taking you through there.  But we may as well turn it up on the screen while we're talking about it.

I believe the primary reasons relate to uncertainties; is that fair to say?

MS. BYNG:  I would say that there's actually two primary reasons why there wasn't any incremental customer, and as you clearly defined, ratepayer-funded abatement in our plan.

The first reason is timing.  As I mentioned this morning, or I guess it was before lunch, with respect to the framework, it came out at the end of September, and we were required to file our first plan by the middle of November.

So, there simply was not enough time to develop new programs, implement them, identify the analysis around them, and have that included in the 2017 plan.

Equally important, and maybe even more so, is the uncertainties that you refer to.  So we have a number of elements that are outstanding -- as you referenced, in Board Staff 14, they are listed.  So we do have outstanding regulations, such as offsets and early reduction credits that have not yet been issued.

We know that linking is still outstanding.  It is planned for 2018, but that has not yet been determined and that will also result in a number of regulation changes.  And the Board is working on a marginal abatement cost curve and long-term price forecast, which are going to be fundamentally important to evaluate any future abatement, whether it be customer abatement in the area of energy efficiency, or whether it is a facility abatement, or any other type of customer abatement.

So those are just some of the things that remain uncertain at this time, and are critical inputs to providing the appropriate analysis before launching into any program or including it into a compliance plan.

MR. ELSON:  Thank you.  I'd like to go through each of those in turn, so I'll start with timing.  Now, I understand that the framework didn't come out until September, but you had the final regulations in May of 2016, right?

MS. BYNG:  We had the final regulations in May.

As I mentioned, there are components, such as the offsets program that is still outstanding, and we expect that will be an amendment to the regulation to come.

MR. ELSON:  But back in May, you knew you were responsible for addressing certain numbers of your customers' allowances and their GHG emissions, right?

MS. BYNG:  We would have known we had that we had the obligation to cover our customer and facilities obligation, correct

MR. ELSON:  And you would have maybe not have known that for sure, but would have seen the writing on the wall back in February when the draft regulations were put out, I assume.

MS. BYNG:  The draft regulations also gave us a view that that was going to be a requirement, yes.

MR. ELSON:  And the Board's framework has details about how to put an application together, and would you have seen the writing on the wall for those details before the final report, when the draft report came out prior to November, right?

MS. BYNG:  You are referring to the framework?

MR. ELSON:  Yes.

MS. BYNG:  So I would say that it was not clear to us until we received the framework what approach the Board was going to take with respect to our obligations, whether it was going to be strictly related to the regulations themselves and needing to produce emissions and compliance instruments as a result, or whether it was going to be more holistic and also include customer and facilities abatement.

So it really wasn't until the end of September that we had certainty on that.

MR. ELSON:  And you're suggesting that the Board might have, I guess, prohibited Union from putting forth abatement measures?

MS. BYNG:  I don't think that the Board prohibited us from --


MR. ELSON:  No, I know they didn't, but that was -- was that an uncertainty or a question in your mind?  It  just seems to me that you would have known that was a very significant possibility, that you could have used abatement measures long before the Board's framework was put forth.

MS. BYNG:  The scope of the framework wouldn't have been known until it was published at the end of September.

MR. ELSON:  Okay.  So I'll move on to some of the uncertainties.

The first that you mentioned is outstanding -- Actually, let me take a step back.

I guess these uncertainties, if they're getting into  the in the way of putting forward ratepayer-funded abatement, that is because they are impacting your assessment of relative cost effectiveness of allowances versus abatement; is that why?

MS. BYNG:  It would be one factor in terms of looking at abatement options, yes.

MR. ELSON:  So if things don't turn out as you forecast, there is a potential risk that you have your cost effectiveness assessment wrong.  Is that the issue here?

MS. BYNG:  I think cost effectiveness is only one aspect that we would look at.

Another uncertainty that is on this list, and that I didn't mention earlier, is the establishment of a green bank and a number of programs are that are going to roll out from that.

And certainly it would be our expectation that any programs coming from the green bank, as well as DSM and cap and trade, would have some interdependencies, and those should be another consideration when we're looking forward in terms of how we would proceed.

MR. ELSON:  So I guess why I don't understand why that first item, outstanding regulations, needs to be completed in full for you to put forward abatement options in 2017 -- or frankly, in 2018.

 You know, I understand that there are some details to be worked out, but isn't that always the case?  There is always uncertainties.  Why does that prevent the possibility of comparing allowances to abatement and putting forward even some marginal abatement programs, or incremental programs?

MS. BYNG:  Certainly I would not consider the outstanding regulations just to be details.  Those are going to be significant options available to the market in order to meet their obligations.

And to the extent there are more options put out on to the market to be able to take advantage of, that impact the price of carbon.  So that has a direct impact then on how we would evaluate those options relative to one another.

MR. ELSON:  So it could mean that instead of paying $17 a tonne, you are paying $15 a tonne?

MS. BYNG:  Potentially.

MR. ELSON:  Couldn't you address that just by analyzing the cost effectiveness using a conservative assumption of $15 a tonne, or $10 a tonne, or at least a best estimate?

MS. BYNG:  I think that is getting into the realm of speculation about what would be available, when it would be available, and what potential impact it would have.

MR. ELSON:  One of the other items you listed was offset protocols.  How does that interfere -- not only interfere, but preclude the possibility of assessing the relative cost effectiveness of allowances and abatement?

MS. BYNG:  Offset protocols are the very technical specifications for offsets to qualify, and they need to qualify before they can be put on to the market.

So until you know what offset protocols are going to be put in place, you won't know what quantum of offsets might make its way into the market.

MR. ELSON:  And again, the possibility that offsets could be decreasing the price of carbon if that's an option available?

MS. BYNG:  That's right.

MR. ELSON:  And what's the maximum impact that that could have in terms of a dollar value per tonne?  It's not that significant, is it?

MS. BYNG:  I couldn't hypothesize what impact it would have on the dollar value, but what I can tell you is that compliance participants or participants in the program that have a compliance obligation can acquire up to 8 percent of their obligation via offsets, so it is a significant tool that they can use when they are putting together compliance plans.

MR. ELSON:  So the other item that you had made reference to was linking with Quebec and California as part of WCI; right?

MS. BYNG:  Correct.

MR. ELSON:  And my understanding from evidence earlier this morning is that if that linkage doesn't happen, the carbon price would be significantly higher.  I believe the evidence was four to nine times higher; is that your understanding as well?

MS. BYNG:  I haven't reviewed the transcript from this morning.  Certainly the WCI market is larger than the market in Ontario, and so that will have an impact on the price of carbon in the province.

MR. ELSON:  And the assumption is that it would -- if there was no linkage the price of carbon would go up significantly because you couldn't buy credits from California; that's fair to say?

MS. BYNG:  I wouldn't want to make that determination today as we sit here.  There is a lot of uncertainty between now and January '18, not the least of which is are we even going to link at all or not.

MR. ELSON:  Well, perhaps we should pull up that study, actually, which is in the BOMA compendium, if you wouldn't mind, at page 5 of the BOMA compendium, page 5 of the PDF, and just to ask if you are aware of that study. It's impact modelling and analysis.  And this is the BOMA compendium of April 17th, 2017, not the supplementary compendium.

You know what?  I can circle back to this after the break and we can look at the study and for the meantime I can move on.  How about that?

MS. BYNG:   Well, it --


MR. QUESNELLE:  Mr. --


MS. BYNG:  -- looks like we are about to bring it up here, so -- bring it up on the screen, or I have the hard copy, either way.  We can --


MR. SMITH:  I think we don't have an electronic copy of the initial compendium, only the supplementary, as I understand it.

MR. BRETT:  Excuse me, I do have extra copies here, hard copies of the initial, if that's helpful.

MR. QUESNELLE:  I think the idea was to try and get it up on the screen here.

MR. ELSON:  I know that a copy was circulated, which is why I have a copy, so why don't we address this after the break and I can circle back to this.

MR. QUESNELLE:  Understood.  But I recognize we have a combined hearing here, but the documents that were going from one application to another, and we're not set up to dip back --


MR. ELSON:  That's fair, and I hadn't expected to be referring to this, so --


MR. QUESNELLE:  Okay.

MR. ELSON:  -- so I'll come back to the western climate initiative linkage and move on for a moment to the allocation of funds from the climate change action plan.

Now, the climate change action plan has been published, right?

MS. BYNG:  Correct, it was published in June of last year.

MR. ELSON:  And so you know at a broad level where those funds are going to go.

MS. BYNG:  The climate change action plan did lay out a number of measures that they expect to spend dollars on as it's collected from the cap and trade program, yes.

MR. ELSON:  And so again, I don't know why you need to know further details in order to determine the relative cost-effectiveness of abatement and allowances.

MS. BYNG:  This is critical not just from a cost-effectiveness perspective but, as I mentioned earlier, coordinating programs, so one of the elements of the climate change action plan, there's references to things that are DSM -- like, so retrofits, things like that.

And as I mentioned, and as is referenced in the next bullet point in this IR, is the development or the establishment of the Ontario Climate Change Solutions Deployment Corporation.  And I'm going to use Green Bank just because it rolls off the tongue a little easier.

So that Green Bank will take funds allocated out of the CCAP and develop programs for consumers and businesses to reduce their carbon footprint.  That's very important as we are considering what types of programs we may also want to roll out for customer abatement.

MR. ELSON:  Now, I understand that coordination is important to do, but aren't we always going to be in this situation where we're not going to know what the next move is for the Green Bank, and how will we ever have abatement included in cap and trade if -- how are we going to be in a different situation in the future?

MS. BYNG:  I think when you are at the outset there is a lot more uncertainty, so certainly we recognize that there is dependencies between all of these pieces and you need some definition and understanding of how they're going to play out before you can make too much of a commitment to move forward.

As outlined in the framework, one of the requirements for the utilities bringing forward their compliance plans is to provide robust and fulsome analysis of all of the options available.

So that would be part of that analysis, is to understand what does the MACC curve look like?  What does the long-term price forecast look like?  What are some of the other programs out there so that the cost-effective ones are being pursued.

So these are -- this is all to say that there is a lot of interdependencies between these components and it wouldn't be prudent to take a significant investment without considering what those are and how they all fit together.

MR. ELSON:  What about the post-2020 design; that was another item listed.  Post-2020 cap and trade program design, what are you worried about in that regard?

MS. BYNG:  I wouldn't say there is anything that we are worried about in post-2020, but certainly recognize that when this compliance period ends and the government has already announced that they are starting to look at design for post-2020 that there could be changes.

So will we wait until we know what those design elements are?  No, but it is certainly a consideration as we start to look at long-term investments, what is being considered as a potential change down the road.

MR. ELSON:  And you've hit on something that worried me looking at this, is that if we need to wait until we know what's happening post-2020 we are never going to have any incremental abatement in any of the years covered by the cap and trade plan; wouldn't that be fair to say?

MS. BYNG:  We expect that over the year -- the coming years and months even, there will be more certainty.

Some of these things will get defined and determined, and that will give us more information and inform our steps going forward.

MR. ELSON:  The long-term carbon price forecast is, I think, one of the big items, the big uncertainties for you?

MS. BYNG:  Correct.

MR. ELSON:  What would you say are the two biggest?  Is it the long-term carbon price and the MACC curves?  Are those the two biggest?

MS. BYNG:  I would say these are all listed here, because they all have an impact and they are all important, so to receive the MACC curve and a long-term price forecast in isolation would not address all of our concerns around the uncertainties that has been listed.

MR. ELSON:  And the reason that you want the long-term carbon price forecast is so that you can use it to calculate the cost-effectiveness of abatement, primarily; fair?

MS. BYNG:  That's right.  It is one tool for that.

MR. ELSON:  Now, I assume that you are aware that ICF has created a forecast that was provided to the Ontario Energy Association in February of 2016?

MS. BYNG:  I am.  It was presented at an OEA breakfast that day.

MR. ELSON:  And that was provided a fairly long time before you had to submit your cap and trade compliance plan, right?

MS. BYNG:  That's correct.

MR. ELSON:  And so I guess I just don't understand why you couldn't use best available information, such as that ICF long-term carbon price forecast to do a preliminary assessment of the relative cost-effectiveness of abatement versus allowances.

MS. BYNG:  Well, as I mentioned at the outset of this line of questioning, there were really two elements that we considered when we were putting together the 2017 compliance plan.  One was timing, which was a significant challenge, but the other was all of these uncertainties that are listed, so not just the long-term carbon price forecast.

MR. ELSON:  So what you are saying is the long-term carbon price forecast wasn't actually an impediment.  You could have used the W -- sorry, the ICF forecast; is that what you're saying?

MS. BYNG:  No, I'm saying that there are several components to try and determine a fulsome analysis, one of which is a long-term price forecast --


MR. ELSON:  And I guess for each these what I'm suggesting is that there --


MR. QUESNELLE:  Sorry, Mr. Elson --


MR. SMITH:  Just let Ms. Byng finish.

MR. ELSON:  Oh, I apologize.

MS. BYNG:  I would also say that what was presented at the OEA breakfast was one slide and would not necessarily be the same type of long-term carbon forecast that the Board has undertaken to provide, which I expect will be a more fulsome analysis that will provide more meaningful background in order for the utilities to evaluate various compliance options.

MR. ELSON:  And recognizing that better and more fulsome information is going to be available in the future, I just don't see why it wouldn't be possible to use the best available information knowing, for example, that the ICF forecast has numbers going from now until 2030 based on a fairly long experience in California.  Wouldn't that be the best thing to do, rather than just rule out abatement altogether?

MS. BYNG:  Well, as I mentioned for the 2017 plan which we had six weeks to complete, it wouldn't have been possible to work through – even if you could work through all the analysis that you are suggesting, then we would have had to be able to design a program, get cost approval for that program, and get it implemented and be able to quantify what the impact is for the 2017 plan.

That was not practical or feasible within that short period of time.

MR. ELSON:  So that's something that you can do for 2018, but couldn't do for 2017?

MS. BYNG:  I wouldn't necessarily say that that can be done for 2018 because, as we lay out in Board Staff 14, there are a number of uncertainties that still exist.

MR. ELSON:  Okay, and I'm getting ahead of myself, but I guess the issue with the long-term forecast is there's a risk that the future costs will -- for example, the future carbon costs will be lower than forecast, and then it would mean that would you have overestimated the value of abatement.  Is that the risk you are worried about in terms of long-term forecasts?

MS. BYNG:  I think it's broader than that.  I think it's really trying to take a holistic view of what options are out there, what does that mean in terms of compliance plan, what are the risks.  So when we look at the framework and what is required in putting together a plan, cost is only one element.

As I reviewed this morning, there are five or six different guiding principles that we need to follow.  There are a number of different metrics that have been laid out and there is consideration that is we have to provide such as a risk assessment.  So it would be taking a fulsome look at all of those elements when we determine how do we put together a plan that's prudent for customers.

MR. ELSON:  That's fair and I'm trying to speak -- have a discussion about each particular concern in isolation.

And in particular, the concern about the long-term price forecast, if you are worried about the risk that the forecast is going to be off by being too high of a forecast and the actual costs are lower, meaning that you are overestimating the cost benefits of abatement, isn't there an equal risk that the forecast could be wrong in the other direction, making abatement all that more important to be implementing in 2017?

MS. BYNG:  Certainly a forecast is a forecast and with any forecast, it's he in the going to be exact -- exactly right.  Actuals will be different.  But what I am saying is that the OEB has undertaken and referred to in their framework that there will be a long term price forecast provided, as well as marginal abatement cost curve.

That will be the basis upon which we look at -- as well as other factors, what compliance instruments and abatement should be included in plans going forward.

MR. ELSON:  I think what I'm saying is that the uncertainty effects the cost effectiveness of abatement versus allowances in both directions.  So if in the face of uncertainty, you simply rule out abatement altogether, aren't you applying a huge bias in favour of allowances versus abatement, seeing again that there are cost risks on both sides?

MS. BYNG:  I think that's a very sweeping and hypothetical statement.

Again, I go back to the 2017 plan and what tools we had available at the time in formulating that plan.  We wouldn't have had the MACC curve.  We wouldn't have had the Board-produced long-term price forecast.  Therefore, we took it what information we did know around the market and put together a plan, appropriately so.

MR. ELSON:  Thank you, Mr. Chair, I'm going to move on to the MACC curve.  So perhaps now is a time to break.

MR. QUESNELLE:  Thank you very much.  Let's return at 3:35.
--- Recess taken at 3:15 p.m.

--- On resuming at 3:40 p.m.

MR. QUESNELLE:  Okay.  Mr. Elson.

MR. ELSON:  Thank you.  Panel, if we could turn to our discussion of linkage with the Western Climate Initiative, and on the screen here is page 3 of BOMA compendium of April 17th?  Do you see this report here?  It is impact modelling and analysis of Ontario cap and trade program commissioned by the government of Ontario?

MS. BYNG:  Yes, I see it.

MR. ELSON:  And are you familiar with this report or have you seen it before?

MS. BYNG:  I don't have a deep familiarity with it.  I have seen it before.  It is the report that the government issued just after the climate change action plan was issued last June.

MR. ELSON:  If we could turn to page 5 of the PDF, which is page 3 of this report, and just in the middle there is reference here to what we saw earlier this morning, which is a discussion of alternative policy options, and if you look at the second set of bullets under the heading "alternative policy options" it says:

"Compared to the proposed program an Ontario alone option with no WCI allowance, trade, or a carbon tax would result in GDP impacts that are eight to 14 times more with carbon prices that four to nine times higher."

Do you see that there?

MS. BYNG:  I do see it.

MR. ELSON:  Do you have any analysis to disagree with this or to suggest that the carbon prices would be of a different range without WCI?

MS. BYNG:  Well, I would say that for the purposes of the 2017 compliance plan, WCI linking and this impact really wouldn't have figured into our analysis, so we wouldn't have done any further analysis with respect to our 2017 compliance plan.

MR. ELSON:  So it's irrelevant for 2017 --


MS. BYNG:  Correct.

MR. ELSON:  -- in terms of WCI linkage.

MS. BYNG:  Yes.

MR. ELSON:  Although you did refer to the WCI as one of the reasons why there was uncertainties, which meant you couldn't include abatement in your 2017 program, right?

MS. BYNG:  So I included it in a list of uncertainties with respect to the program that impacted '17, but as laid out in Board Staff 14, we received a number of questions from intervenors about 2018 and beyond, so we tried to address all of the questions in this one response.

MR. ELSON:  I think the issue I'm trying to get at with linkage is that the assumption now is that linkage is going to happen, and if it doesn't happen carbon prices are going to be significantly higher.

So isn't that a risk that your program faces that would be mitigated by having more abatement?

MS. BYNG:  First of all, I would not want to presume that linking is going to happen.  We are barely into 2017.  We are talking linking that the government anticipates for 2018.  There's a lot of steps between now and then for linking to take place, and again, not relevant to our 2017 compliance plan.

MR. ELSON:  Okay.  I think you would agree, though, that the risk in this case is more significant, the more allowances you have versus abatement.  Abatement helps mitigate the risk of higher carbon prices in the future; how about that?

MS. BYNG:  Correct, abatement does help to mitigate carbon prices.

MR. ELSON:  Okay.  Let's turn on to the MACC.  You don't have an OEB-approved MACC, but as part of the cap and trade consultations you proposed that Union develop its own MACC curve; is that right?

MS. BYNG:  Union did not propose that we would develop our own MACC curve.  I believe we actually suggested the Board should provide a MACC curve, and I would like -- I will take that subject to check on our submission, to the Board when they were looking for input on the framework discussion paper.

MR. ELSON:  Okay, well, I was basing that on the discussion of the utilities' position in plural in the framework, but there may have been an issue as between Enbridge and Union; I'm not sure.

But the next question is the same, which is:  Have you done any work on your own MACC curve?

MS. BYNG:  We have not.

MR. ELSON:  Okay.  And the MACC curve again helps you determine the relative cost-effectiveness of abatement versus allowances?

MS. BYNG:  The MACC curve helps you to evaluate a number of abatement options relative to each other, as well as the cost of allowances or offsets.

MR. ELSON:  And how different is it from comparing the options in terms of price per tonne of carbon that they avoid?

MS. BYNG:  I'm sorry, I don't really understand your question.

MR. ELSON:  In terms of using a MACC curve to compare the cost-effectiveness of a variety of options versus comparing the cost-effectiveness just in terms of the dollars or the cost per tonne avoided through the programs?

MS. BYNG:  It provides what an effective dollar per tonne is for various different abatement options.

MR. ELSON:  So one of the other items -- and this is the last item that I have on my list -- is overlap with DSM.  That was another uncertainty that you identified?

MS. BYNG:  That's correct.

MR. ELSON:  And I think the issue there is -- or one of the issues would be keeping the costs separate, so you would want to make sure that expenses are allocated to abatement under the cap and trade program or under the DSM program.  You wouldn't want to have them mixed together; right?

MS. BYNG:  I don't believe that we have articulated anywhere in our evidence or in IRs that our concern is how expenses would be divided.

MR. ELSON:  What is the concern relating to overlap between DSM and abatement under the cap and trade program?

MS. BYNG:  Well, if we go to the framework on page 28, the Board --


MR. ELSON:  And that's page 24 of our compendium, if
-- or we can pull it up.  Either way.

MS. BYNG:  The Board itself here recognizes that there is a potential for overlap between the DSM programs and future compliance plans or customer abatement, and they have noted that the EM&V process would deal with that; that is, the evaluation, measurement, and evaluation -- or verification process, rather, as well as future overlap could be addressed in future compliance plans or perhaps DSM mid-term review.

MR. ELSON:  Well, that is precisely what I'm getting at, which is how you can say that overlap with DSM is an impediment to including abatement in your cap and trade plan when the Board has ruled that it is confident that any overlap can be appropriately addressed through a robust EM&V process.

MS. BYNG:  If I take you to BOMA 3, we were asked about how additionality of reductions would be handled, and Union did indicate that we would rely on the EM&V process.

So this wasn't an impediment for us to evaluate whether DSM was included -- incremental DSM, rather, was included in our 2017 plan.

MR. ELSON:  So then overlap with DSM is not actually an impediment to incremental abatement as part of your cap and trade plan.

MS. BYNG:  Can you point to me in Board Staff 14 where you see overlap?

MR. ELSON:  Well, I am just asking the question, and if it's not, then that's a simple answer.

MS. BYNG:  We indicated that overlap with Green Bank and not seeing the details of that was an impediment.  We did not indicate that DSM overlap was necessarily an impediment.  In fact, in BOMA 3 we are very clear that the EM&V process would be used to address that.

MR. ELSON:  Okay.  So that's helpful, and so, yeah, aside from whatever it does or doesn't say in interrogatories, Union's position is that overlap with DSM is not an impediment to including incremental conservation in a cap and trade plan; is that fair to say?

MS. BYNG:  I think from a holistic program perspective the integration between cap and trade and DSM does need to be addressed.  And we talked about that in BOMA 4.

MR. ELSON:  Now, it needs to be addressed, and I'm just looking for a straightforward answer to the question.  Is that an impediment to including incremental conservation under the cap and trade framework?  The way I read the framework is that it shouldn't be and that it isn't and I think you are agreeing with that and I just want to confirm.

MS. BYNG:  Well, what I would say is we talked a lot about uncertainty, and uncertainty isn't necessarily the same as "impediment", so as we've talked about this morning, when we were putting together the 20 -- or earlier when we were talking about the 2017 plan, there were really two main things that dictated what was included in that program and what was not.

Timing was a consideration, and then all the uncertainties that we've reviewed were also considerations in whether DSM would be included or not.  And clearly, it was not prudent nor practical to be able to include them in the 2017 plan.


MR. ELSON:  Now, I assume that you've already dealt with some of these overlap issues because you have the green investment fund work that's ongoing, correct, in addition to the work under the DSM plan and you have segregated the costs and segregated the gas savings between the green investment plan programs and also the DSM programs.  Is that fair to say?


MS. BYNG:  So the green investment fund that you refer to is a very specific program with a specific design.  And yes, we have come up with attribution steps. I believe they are detailed in BOMA 10.


Let me check my reference on that.  I apologize; it's Board Staff 10.


MR. ELSON:  Good memory, regardless.


MS. BYNG:  It may not have been correct.


MR. ELSON:  Suffice it to say that you have referred to that in an interrogatory that I can refer to, the point being that you have come up with an attribution methodology to address potential overlap between that program and your DSM program.


MS. BYNG:  That specific program and our existing DSM programs, yes.


MR. ELSON:  Okay, let he change slightly to the next area and ask you this question.  The DSM review is scheduled to be completed by June of 2018, right?


MS. BYNG:  The midterm review?  Yes, that's my understanding.


MR. ELSON:  And your 2018 compliance plan is due in August 2017, right?


MS. BYNG:  Correct.


MR. ELSON:  Will your 2018 compliance plan include ratepayer-funded customer related abatement that is incremental to the DSM, under your DSM plan?


 MS. BYNG:  Well, given that the scope of this hearing is focused on 2017, I can't comment on all the details of what's going to be in our 2018 plan.  But certainly we would be looking at the same considerations that I listed out in Board Staff 14 when we are putting that plan together.  That IR also did address 14 and indicated that offset regulations, the MACC curve and the long-term price forecast, that information will be relatively new, as we are putting together our '18 plan.


They will be considered as that plan is being put together.


MR. ELSON:  When you say that you will be looking at the same considerations outlined in Board Staff 14, what you're saying is the same uncertainties will exist, which may mean that you will not be including customer abatement in your 2018 plan.  Is that what you're saying?


MS. BYNG:  No, what it means is we will be looking at those uncertainties, looking at any new information that we have that we can apply as we are putting together that 2018 plan.


MR. ELSON:  So you can't say one way or the other at the moment whether incremental customer abatement will be included in your 2018 plan; is that right?


MS. BYNG:  Given the purview of this particular case is 2017, no, I cannot.


MR. ELSON:  Because you don't know yet?


MS. BYNG:  That plan is still being formulated, and as I mentioned, there are still uncertainties that we'll be looking for information to be available.  We will use that information as that plan is being put together.


MR. ELSON:  And in Board Staff 14, you pointed to two particular uncertainties that will continue, which is linkage with WCI and also the more full details of the climate change action plan.


My question is this:  When do you expect to have sufficient certainty to include abatement into your compliance plans with respect to those two items?


MR. SMITH:  Sorry, Mr. Chair, I'm not sure how my friend's questions relate to the appropriateness of the 2017 compliance plan.


He seems to be asking for confirmation as to when abatement -- customer-funded abatement plans will find their way into future compliance plans which are not before the Board and, in my submission, Union shouldn't be called upon to specify what future plans are going to look like.


MR. QUESNELLE:  Mr. Elson?


MR. ELSON:  Mr. Chair, I expected a comment such as this.  In our submission, there are two reasons why this kind of information is relevant.


The first is that it helps assess the justifications that Union has used for not including incremental ratepayer abatement in 2017, because of it those justifications, or excuses, whatever you want to call them, would apply equally to a 2018 plan, that would mean that there would be no abatement in two of the four years covered by the cap and trade framework and the legislation.


In our submission, that would go to the validity of those justifications.  So if those justifications apply to 2017 and they apply to 2018, and maybe even 2019 and 2020, I mean those are not valid justifications.


In our submission, this is a four-year plan and if you are excluding two years, three years, four years out of a four-year plan, then clearly that's not a valid justification.


The second reason we view this as being relevant is because the Board often makes comments in its decisions about deficiencies in a utility's application, and asks that they be remedied in the next application.  And we believe it is within the Board's jurisdiction to make those kind of expectations clear.


So if the Board believes that certain items should be covered in more detail, including comparative cost effectiveness of abatement and allowances, that would be another area that this kind of questioning would be relevant to.


MR. QUESNELLE:  Mr. Smith?


MR. SMITH:  Well, I don't accept my friend's proposition.  The witness has already said that they don't know what the 2018 plan is going to look like, and that there's a variety of factors that are going to go into the hopper.  If that's true for 2018, it is certainly true to say we don't know what the 2019 plan is going to look like, and I don't think that tells the Board anything about the 2017 plan, particularly having regard to the timing limitations and uncertainty that the witness has already articulated, and that we've gone over at some length.


MR. QUESNELLE:  I think, Mr. Smith, to the extent that certain to the first rationale that Mr. Elson put forward in testing the validity of the rationale for not having it in the 2017, I think a response to when -- how things may change in 2018 as being different from 2017 is a manner of testing the validity of the rationale for not having it in 2017.  I certainly accept that.


I don't accept the notion, Mr. Elson, that it is typical of the Board to find deficiencies in one application and opine on that for improvement in the next.


I think that this is about 2017, and I don't think that logic is transferable to this particular application.

So what -- if you could provide some rationale as to how you would see 2018 and as things evolve being different perhaps than 2017, and is the rationale moving?  Is it the same?  I think -- to Mr. Elson's question, I think that would be on point.


 MS. BYNG:  So what I would say is that we are at the outset of the cap and trade program, and we are feeling our way through the first compliance plan.  And I think the framework even acknowledged that.  It recognized that while down the road they are going to want compliance plans to have the term of a compliance period, for this first compliance period, they gave the opportunity to the utilities to have shorter term plans.  And they recognized that the purpose in doing so was that they could evaluate information as it becomes known, as it evolves, continuous improvement and experience with the market to make more comprehensive plans going forward.


Certainly that is our view as well, that this is new, we are taking the information that is known and reasonable and incorporating those into our plans in a very prudent manner.


As we put forward the 2018 plan, we will take the same approach.  We will look at what new information is available, what that tells us about the compliance options that are available to us, and what's reasonable to put forward as the plan for 2018.


MR. ELSON:  Thank you.  So for the WCI, do you have an idea of when that linkage decision will have been made?


MS. BYNG:  I don't know when the linkage decision will be made.  It has a number of steps that it has to follow, some of which originate in California, and then it comes to Ontario to also go through a number of steps.  So I cannot predict when that will occur.


MR. ELSON:  Of course you can't predict with any certainty, but do you have an estimate of whether that will happen before or after April of this year, when you are going to have to submit your cap and trade plan for 2018?


MS. BYNG:  I think you mean August.


MR. ELSON:  Yes, of course.


MS. BYNG:  I don't know when that will occur relative to the development and the filing of that plan.


MR. ELSON:  And in terms of the climate change action plan details, what are those additional details that you are looking for and when do you expect them to come out?


MS. BYNG:  So with respect to the climate change action plan, there will be a number of programs that roll out as a result of that, some of which will have direct relevance to Union's compliance plan and some that will not.

I don't have a time line from the Ministry to indicate when those various components will be available.  Certainly, the piece that's relevant to DSM, which I believe is your concern, is the Green Bank and the Green Bank programs.

There are no details on that, and I do not have a time line.  I don't believe that one has been publicly produced as to what the MOEC's plan is for rolling those forward and providing any details.

MR. ELSON:  And I guess when would you need them to be clear in order to have time to do your planning for 2018?

MS. BYNG:  I don't expect that these things are going to land all at one point in time in their fulsome detail.  I think that this will be an evolution.  I think we will get more information as they become available and we will incorporate that information as it becomes available, as I indicated earlier.

MR. ELSON:  And I guess my question is when you would need to do know that.  If you know it three months before your plan is due is that enough, or at that point do you have to say we didn't learn about WCI linkage or the climate change action plan details in sufficient time to incorporate them?

MS. BYNG:  I think it depend on the program, the level of detail, and its applicability.  We would take that information as we have it known and we would incorporate it to the best of our abilities in order to put forward a prudent, fulsome, and robust plan.

MR. ELSON:  So for the WCI linkage, you can't say -- I mean, that's a very specific item -- you can't say one way or the other when you would need to know.

MS. BYNG:  I would not be able to speculate when that's going to come out and to what degree it will impact the regulations that we currently have, so, no, I can't speculate on something I don't know.

MR. ELSON:  For the MACC and the long-term carbon price forecast, if you get at least drafts of those, say, in May, would that be enough time to include those in your planning for 2018 compliance?

MS. BYNG:  As I mentioned and indicated, we will incorporate new information as it becomes available and incorporate it into our plan doing the appropriate analysis and review of that information and its applicability to Union and its obligation to its customers.

I do not have a fixed date in terms of when all those inputs need to be provided in order to produce a plan.  We would incorporate it, evaluate it as it becomes available.

MR. ELSON:  No, of course, and I guess I'm just trying to determine whether we are already too late in terms of providing the long-term carbon price forecast and the MACC for Union to be able to include incremental abatement in its 2018 plan, whether we have another one month, four months.

Do you have any rough idea that you can provide to us?

MS. BYNG:  No, I do not.  As I mentioned, when it comes to putting together a plan, we will take information that's available.  We will seek out all the details that we can.  We will complete the detailed analysis that is required as we are evaluating different options and incorporate it into the plan appropriately.

MR. ELSON:  And so it could already be too late?

MS. BYNG:  I'm not saying that it is too late.  I am saying that we are putting our plan together.  We will incorporate information as it becomes available, and as we can make decisions on it, that will be reflected in the plan.

MR. ELSON:  Okay.  Well, I think I have your answer, so I'll move on, and I will be asking a couple questions relating to our compendium, but as that's being turned up, my understanding is that, according to Union's most recent DSM annual report, which is the 2014 report, Union achieved approximately $2.7 billion in TRC net benefits; are you familiar with that figure?

MS. BYNG:  I am not.

MR. ELSON:  Is anyone on the panel familiar with the quantum of net benefits that have been achieved under Union's DSM plans?

MS. BYNG:  No, I think, as you indicated this morning at the outset of today's proceedings, we do not have an expert on the DSM plans on this panel.

MR. ELSON:  No, I'm not looking for an expert; I'm just looking for whether anyone on your panel has familiarity with the total quantum of benefits that have been achieved through your DSM plans.  The number is 2.7 billion.  It is from your 2014 report, which is your latest report.

Is that something that anyone is familiar with?

MS. BYNG:  No.

MR. ELSON:  What's the kind of cooperation that is happening between your cap and trade team and your DSM team?

MS. BYNG:  So our cap and trade team and our DSM teams talk regularly.  In fact, we both report to the same vice-president, so we would have, I would say consistent and frequent interactions.

MR. ELSON:  So regardless of the precise quantum of the TRC net benefits that have occurred through Union's DSM plan, are you aware that those net benefits don't account for the carbon benefits, the reductions in carbon; are you aware of that?

MS. BYNG:  I am aware at a very high level the difference between TCPL and TRC plus, and it is my understanding that the cost of carbon is not included.

MR. ELSON:  Thank you.  So if we could turn to page 56 of our compendium.  This is a interrogatory response, and page 57 has the precise figures that I'd like to refer you to.

And so you see here that in 2017 alone the savings from Enbridge's DSM programs will be 300,000 tonnes of carbon?

MS. BYNG:  I think you mean Union Gas?

MR. ELSON:  I do.

MS. BYNG:  Yes.

MR. ELSON:  Thank you.  And assuming a cost of 17.7 dollars a tonne, that is worth roughly $5.3 million, subject to check?

MS. BYNG:  Subject to check.  I might have a memory, but I don't have a calculator.

MR. ELSON:  And roughly speaking, everything else being equal, that means that the 27 cap and trade compliance costs for Union's customers are roughly $5.3 million lower because of the gas reductions from the existing DSM programs; is that fair to say?

MS. BYNG:  Yes, to the extent that there is a reduction in the M cubes it would have a reduction in the emissions that we would need to cover.

MR. ELSON:  And the cumulative gas savings over the lifetime of the 2017 measures is over 4.3 million tonnes; do you see that there?

MS. BYNG:  I do.

MR. ELSON:  And the reason that the cumulative number is much higher is because the reductions persist into the future when you replace equipment, et cetera.

MS. BYNG:  Correct.

MR. ELSON:  And at 17.7 dollars a tonne, those savings are worth over $77 million; fair to say?  Subject to check?

MS. BYNG:  Over the lifetime, I would have to check that math.

MR. ELSON:  So it is just the 17.7 times the 4.3 million, and that results in $77 million, subject to check?

MS. BYNG:  Over the lifetime, yes.

MR. ELSON:  And so if carbon costs stay the same, which they of course won't, they presumably will increase, the cap and trade compliance costs of Union's customers would be $77 million lower because of the gas savings reductions just from the 2017 DSM programs, right?

MS. BYNG:  Well, again, now you are looking beyond 2017 and you are making some assumptions of what's going to happen with the carbon price.

I don't think that is within the scope of the 2017 compliance plan, and certainly it is beyond the scope here today to hypothesize what will happen with the price of carbon.

MR. ELSON:  Well, isn't that what you have to do when you are assessing the cost-effectiveness of abatement programs, is calculate or estimate the benefits that accrue, not only in this year but in the future years?

MS. BYNG:  That's right, that's where the MACC curve and a long-term price forecast are key inputs into that, and that's why any incremental long-term programs such as that have not been included into the 2017 compliance plan.

MR. ELSON:  Well, perhaps we could pull up Enbridge interrogatory issue 5, and particularly page 90 of that document.

So this is the BOMA interrogatory.  If we could turn to page 90 and rotate the page.  This is the forecast that we were discussing earlier?  It is on the screen.

MS. BYNG:  Yes, I see it.

MR. ELSON:  And so this forecast assumes that carbon prices are going to increase, right?

MS. BYNG:  That's what this graph would indicate, yes.

MR. ELSON:  And so if we were to look at the benefits from Union's 2017 conservation measures at a flat line of $17.07 a tonne, that's a pretty conservative estimate versus the best available information that's on the screen here?

MS. BYNG:  Well, I wouldn't necessarily say that this is the best available information.

MR. ELSON:  What do you mean -- sorry, go ahead.

MS. BYNG:  It is one study and I'm sure it would have been had a number of assumptions underpinning the study, and there are a number of factors that can impact  a long term price forecast.

MR. ELSON:  And do you have a better long-term price forecast?

 MS. BYNG:  We do not.  We would be looking for the long-term carbon price forecast that the OEB working group is going to be issuing, and we have been participating in that working group as it's being compiled.

MR. ELSON:  If you don't have a better forecast, isn't this the best available forecast?

MS. BYNG:  This is one forecast.

MR. ELSON:  I'm trying to get a grasp on what kind of savings, in avoided carbon costs, are resulting from Enbridge's DSM plan.

What I have postulated is $17.07 a tonne times the cumulative savings, and it seems to me that that is fairly conservative, seeing as prices most likely are going to increase, as assumed by ICF.

Are you able to acknowledge that that is a reasonable assessment, that it would be $77 million?  That's a conservative estimate, frankly, of the avoided carbon cost resulting from those 2017 programs?

MS. BYNG:  I would agree with your math, that using $17 as an assumption gives you the result that you've quoted.

MR. ELSON:  But you don't believe that's a reasonable estimate?

MS. BYNG:  What I would say is determining the validity and determining a long term price forecast isn't the purpose today.

MR. ELSON:  So are you saying that's not a reasonable estimate?

MS. BYNG:  I'm saying --


MR. ELSON:  I'm sorry to harp on this issue and I'm happy to move on.  But I'd like an answer, if possible.

MS. BYNG:  Right.  And really what my answer is is I can't indicate whether that is a reasonable assessment or not, given a long term forecast has a range of different possibilities, and it's going to be the long-term carbon forecast that we get from the Board that will indicate what they expect to happen over the course of 2020 up to -- this graph goes to 2030.

MR. ELSON:  But to be fair, Union deals with forecasts all the time.  You are never dealing in a situation with 100 percent certainty, and the number of $77 million is far below what the forecast would be because the forecast includes increasing prices.

So you must be able to acknowledge that that is not overestimating the cost; it's, frankly a conservative number.  Can you not acknowledge that?  Is it just surprises me.

MS. BYNG:  I think if you want to use today's floor price and apply that going forward, that is one way of indicating what the potential savings would be.  It is not necessarily an indication of what the carbon price forecast going forward will be, though.

MR. QUESNELLE:  Mr. Elson, this morning when we dealt with this preliminary matter, I think we let you know that having heard the testimony yesterday and the extent that you would spend some time attempting to quantify the potential savings, that we need not plow that same field again in such detail today.

I think you probably have sufficient, you know, responses for your -- what I expect to be your argument on this case.

MR. ELSON:  I agree.  Thank you.

So if we could turn to the ICF report on page 31 of our compendium -- actually, you know what?   In light of Mr. Chair's comments, I'll skip that topic altogether and move on to the topic of incentives.

I think you would agree with me that there shouldn't be a disincentive for Union to invest in cost effective customer abatement activities as part of a cap and trade compliance plan.  Is that fair to say?

MS. BYNG:  That's right.  Going back to one of the guiding principles of cost recovery and cost pass- through, there shouldn't be a disincentive for any of the costs that we incur as a result of the program.

MR. ELSON:  And one potential disincentive relates to volumes, and the concern that if rates are set based on forecast volumes, and then conservation under the cap and trade framework results in lower than forecast volumes, Union could end up losing some short term revenue.

My question is whether -- or how you would deal with that under a cap and trade plan.

MS. BYNG:  We haven't contemplated how we would deal with that in a future plan.

Again, looking at the 2017 plan, we didn't have any DSM or any DSM-like programs outside of DSM and outside of the green investment fund.  So it wasn't an issue that we needed to provide any position on within the plan.

MR. ELSON:  I guess you would agree that you would need an adjustment mechanism to ensure that the benefits from conservation, namely reduced gas volumes, don't result in reduced revenues, fair?

MS. BYNG:  I think it's fair to say that DSM provides for that.  And that's one of the things with respect to integration that would need to be considered.

MR. ELSON:  And you haven't developed any proposals as to how to deal with that yet?

MS. BYNG:  We have not developed any proposals as to how to deal with that, no.

MR. ELSON:  Have you had internal discussions about that?  Do you have anything that you can communicate to us, in terms of the ideas that are being thrown around?

MS. BYNG:  We've been very focused on compliance and the compliance plan.  We've not been focused on integration.  We have started to do some jurisdictional scan of other jurisdictions that have DSM-like programs as well as cap and trade programs to help inform what our position going forward would be.

But no, we have not developed any position and we've only really started to do some analysis. Our focus has been on compliance.

MR. ELSON:  I also had a discussion with Ms. Oliver-Glasford about the concern that conservation can negate the need for supply-side investments, which can erode profits because a utility losses an opportunity to earn a rate of return on equity that funding the supply side investments.

And so I take it you haven't done -- thought about how to address that potential disincentive either?

MS. BYNG:  Within the cap and trade program?

MR. ELSON:  Yes.

MS. BYNG:  No, we have not.

MR. ELSON:  But also it's an area that you would feel needs to be addressed?

MS. BYNG:  I think it is an area that should be addressed, yes.

MR. ELSON:  Okay, if we could turn to page 22 of the compendium -- let's actually skip, in the interest of time, to page 23.

This is an excerpt from the DSM -- sorry, the cap and trade framework, and the sentence that's underlined, I'll read it from the start.  It says:
"To assess the cost effectiveness of the utilities' compliance plans, the OEB will require a utility to calculate and provide key performance metrics, including cost per tonne of each compliance instrument or activity and a comparison of the costs of investing in GHG abatement activities versus procuring emissions units."

Do you see that there?

MS. BYNG:  I do.

MR. ELSON:  And Union hasn't provided that comparison because it believes there are too many uncertainties to include GHG abatement in its current program; is that fair to say?

MS. BYNG:  We haven't included that analysis, you're correct, and it is for all of the reasons that we reviewed in Board Staff 14, timing as well as the uncertainties that you mentioned.

MR. ELSON:  Obviously Enbridge hasn't been able to use that kind of cost comparison as part of an options analysis or optimization process?

MR. SMITH:  And neither has Union.

MR. ELSON:  I'm making a number of slip-ups and thank you for correcting me.  But is that correct?

MS. BYNG:  Can you repeat the question again?

MR. ELSON:  That you haven't been able to consider that kind of cost comparison as part of the options analysis or optimization of decision-making.

MS. BYNG:  We didn't include it because it wasn't applicable, not having any incremental abatement in our 2017 plan.

MR. ELSON:  And I at think it's fair to say that Union can't say one way or the other whether -- or how much it could have saved Ontarians by including incremental abatement in its compliance plan; is that fair?

MS. BYNG:  We did not quantify that when we put together our 2017 plan.  That's correct.

MR. ELSON:  Thank you.  One of the uncertainties that exist would be whether the cap and trade plan might be replaced, for example, with a carbon price.  Fair?

MS. BYNG:  We did not call that out at as an uncertainty.  It wasn't a consideration when we looked at the 2017 compliance plan.

MR. ELSON:  If that were to occur there would still be a price on carbon and there would still be a benefit to abatement that's equal to that price on carbon.  Is that fair to say?

MS. BYNG:  Well, it is a hypothetical question whether that occurs or not, but a carbon tax is, yes, another way of putting a price on carbon.

MR. ELSON:  And it would also mean that there is a benefit to abatement because you reduce -- avoid that carbon price, of course.

MS. BYNG:  Yes, the whole purpose of a carbon price is to try to reduce usage or find more efficient ways of fuelling activity.

MR. ELSON:  If we could turn to page 19, and this is the last area of questions I have.  Page 19 of our compendium.  Down the page at the sidebarred portion, there is reference to the first guiding principle, which is cost-effectiveness, and particularly, cap and trade activities are optimized for economic efficiency and risk management, and I'd like to discuss that second part, risk management, particularly in relation to those medium- and long-term risks that arise due to Ontario's carbon reduction policies and, frankly, just the need to reduce carbon because of global warming.

And so perhaps before I get into details I should give you an opportunity to say at a high level how you are assessing that risk.

MS. BYNG:  And the risk specifically being with respect to customer abatement?  I'm just not clear what risk you are referring to.

MR. ELSON:  The risk to customers arising from the need to greatly reduce carbon in the economy.

MR. SMITH:  Sorry, Mr. Elson, are you suggesting that in the -- you read risk management under that first bullet as the risk to customers in what way?  In the medium- to long-term?  I'm not sure I understand.

MR. ELSON:  Well, you know, I don't need to ask that broad question.  I was just providing the witness with an opportunity to speak to the issue more generally.

I'll refer to my more specific questions, which are the risks arising from carbon reduction.

Could you turn, please, to page 66 of our compendium? So this is a presentation that was prepared for Enbridge in July of 2015 by ICF International.  I believe it's been the topic of discussion in this and a number of other hearings, and I assume that you are familiar with the conclusions of this assessment?

MS. BYNG:  I have reviewed this study.  I believe that it was filed with Enbridge's evidence.

MR. ELSON:  And if we could turn to page 67, at the top of page 67, which is up one page, there is reference to natural gas consumption needing to decline by more than 40 percent by 2030.

And I'm just wondering if Union has done a similar analysis to assess the risks to its business associated with carbon reduction targets?

MS. BYNG:  So my understanding from reviewing this study or this report that was filed, it was completed in July of 2015, Union did have interactions with ICF and did have some analysis completed, I would expect for a similar purpose, to try to understand what cap and trade was and what potential impact it could have longer-term.

MR. ELSON:  Could you undertake to provide that analysis, if it's not already on the record?

MS. BYNG:  I think you will find the analysis is very similar to what you see here.

MR. ELSON:  Okay.  So do you have any studies or analysis to estimate what the natural gas consumption reductions will need to be to achieve Ontario's 2030 greenhouse gas reduction targets, other than the same ICF analysis?

MS. BYNG:  There was this ICF analysis and then Enbridge also had filed a joint study that was done for both Union and Enbridge in November of 2015, which also lays out at a very high level what abatement would be required out to 2030 and what natural gas solutions might be a part of meeting the gap.

MR. ELSON:  And was that an ICF report as well?

MS. BYNG:  Yes, it was.

MR. ELSON:  And are you able to file that?

MS. BYNG:  It's already been filed.  It is on the record.  Enbridge provided it.

MR. ELSON:  Okay.  Thank you.  And so the conclusions are consistent with the conclusions in the document in front of us today?

MS. BYNG:  Well, what I would say is that these studies really were to indicate kind of a range of possibilities and a magnitude of what could occur.

The later study in November laid out where there could be some natural gas solutions to help address that.

MR. ELSON:  So there is obviously a number of outcomes, one of them potentially being that you need to reduce consumption by 40 percent or more than 40 percent by 2030.  Have you done an analysis of how likely that scenario is?

MS. BYNG:  We have not.  I would say that that analysis also was quite early, this one being almost two years ago, before we had any indication of what other abatement activities the province would undertake.

MR. ELSON:  And are you going to do an analysis of the likelihood of these various scenarios?

MR. HENDRY:  We are evaluating the potential of engaging ICF on a study to do just that, to gain a better understanding of what the range of possible outcomes could be as a result of cap and trade.

MR. ELSON:  And so let's turn to page 68.  That's helpful.  Page 68 talks about, in the sixth bullet here, the possibility that the 2030-2050 targets will result in stranded pipe and storage assets and also the possibility of economy-wide demand reduction.

Do you have any assessment of the likelihood of those scenarios becoming a reality?

MR. SMITH:  Perhaps while the witnesses are conferring my friend could assist me in understanding the relationship to the 2017 compliance plan.

MR. ELSON:  The relationship to the 2017 compliance plan is the reasonableness of going forward without any additional abatement, and one of the reasons that abatement is particularly important is because there are very significant risks that have been identified by ICF and others that in the future we are going to be dealing with stranded assets, demand destruction, the need to reduce consumption by 40 percent.

If there is a need to reduce consumption by 40 percent by 2030, this is something we need to get on immediately.  We can't wait and, I guess, dither.  That is an extremely short time frame.  That's 13 years from now, and these are issues that go to fundamental environmental issues, but also fundamental customer issues.

If there are risks of stranded assets because natural gas becomes too expensive, that's something we need to know the likelihood of.

And as we know the likelihood of it, it impacts how important it is to move forward with abatement activities.  It seems like it's not only an issue that's important for this proceeding, and pursuing abatement activities as soon as possible, but also for customers, and the long-term viability of natural gas.

MR. QUESNELLE:  Mr. Elson -- Mr. Smith.

MR. SMITH:  Well, I mean, it seems to me that these were all issues that were discussed in the DSM proceeding that went on for some time where the Board considered these issues, people made arguments, Mr. Elson, about what we needed to do and what the appropriate DSM budget ought to be, and the Board rendered its decision.

So to suggest that people aren't thinking about this and thinking about what people should be doing from an abatement perspective, I think is just not borne out by the record before this Board.

MR. QUESNELLE:  I think that Mr. Elson has successfully connected where he thinks the nexus is between the reductions, potential reductions in this context, which is cap and trade.

So I think that -- and you've also provided a fair bit of argument in doing so.  But that does answer the question, I think, Mr. Smith.

MS. BYNG:  So is there an outstanding question for me to answer?  Could you repeat it?

MR. ELSON:  There was.  I'll have to remember it first.

We were talking about the risk of demand destruction and stranded assets in 2030 and 2050, and whether you have done an analysis of the likelihood of those scenarios coming to pass.

MS. BYNG:  To my knowledge, we have not done a detailed analysis of that likelihood.  I would suggest that that is a range of possible outcomes that Mr. Hendry referred to, that might be captured by the ICF study that's being contemplated.

MR. ELSON:  So that will be part of the ICF study that you're considering?

MR. HENDRY:  I would say that the work that we're contemplating proceeding focuses on getting an understanding of the range of possible outcomes.  We are not endeavouring to figure out what the likelihood of those outcomes are, to answer your question.  So I would say the likelihood piece is not part of that analysis.

MR. ELSON:  It would seem to me that the likelihood is a pretty important factor, and I'm just wondering why you wouldn't also look into the likelihood of such important possibilities coming to pass.

MR. HENDRY:  I think, to mention a point that Ms. Byng had brought up, is that cap and trade is still relatively new to us.  So I think the first step in doing some meaningful analysis is to really gain an appreciation for how this could influence our business going forward.

I think from there, that puts us in a position to then start contemplating what the likelihood of those outcomes could.  But I think for us is makes sense to first take a step forward to understand what are those range of outcomes, and that gives us enough information to move forward from there.

 MR. ELSON:  If the outcome of this report says you need to be moving much, much faster than that, then don't you need to be looking at the likelihood of these possibilities sooner, seeing as 2030 is thirteen years from now?

MS. OLIVER-GLASFORD:  I think Mr. Hendry has laid out the series of events that they contemplate, Mr. Elson.  I think you're getting a little bit further ahead to say what do you plan on doing if you get a result from a report that hadn't been produced yet.

MR. ELSON:  Okay.  Panel, by 2050, the GHG emission targets for the entire province is 35 megatonnes, right?

MS. BYNG:  The target for 2050 is an 80 percent Reduction.  I don't believe they've quantified it, but 35 megatonnes is reasonable.

MR. ELSON:  And right now, natural gas contributes roughly 50 megatonnes of GHG emissions annually between Union and Enbridge, subject to check?

MS. BYNG:  Did you say 50 megatonnes?

MR. ELSON:  Approximately 50, yes.

MS. BYNG:  Yes.

MR. ELSON:  And that's about a third of the total emissions?

MS. BYNG:  Yes, that's correct.

MR. ELSON:  So holding that proportion constant, the emissions from natural gas would need to drop from about 50 megatonnes to 20 megatonnes by 2050.  Is that fair to say?

MS. BYNG:  If you are only looking at natural gas and you are assuming that the economy consumes in the same proportion, yes.  But that's a big if, because there are a going to be a number of factors and programs that the government puts in place through the climate change action plan that will target abatement across the economy.

MR. ELSON:  Now, the question was holding that proportion constant, so assuming that one-third of the emissions continue to come from natural gas, not that all of the emission reductions come from natural gas, do you have any reason to believe that natural gas will be off the hook and a greater proportion of the emissions reductions can come from elsewhere?

MS. BYNG:  I think that remains to be seen.  Certainly we are looking at what kinds of natural gas solutions we can bring forward to help with respect to the emissions that you are talking about, not just in terms of energy efficiency, but other things like renewable natural gas, for example, and CNG for heavy duty trucks.

MR. ELSON:  So you can't say one way or the other whether the reductions from natural gas will be more or less than the current proportion of its contribution to Ontario's total emissions?

MS. BYNG:  I can't.  That would be hypothesizing into the future, well beyond the scope of the 2017 compliance plan.

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

MR. QUESNELLE:  Thank you, Mr. Elson.  I'm not sure who is going first, Ms. Vince or Mr. Gardner.  Do you have a preference?  I think, based on your time estimates, if one of you can complete today – well, perhaps I'll ask you both.

Mr. Gardner, how long do you think you'll be?

MR. GARDNER:  I have about six questions, probably less than ten minutes, I would say.

MR. QUESNELLE:  Ms. Vince?

MS. VINCE:  I would say about ten minutes as well.

MR. QUESNELLE:  Perhaps we'll do both.  Ms. Vince, why don't you go first?

MS. VINCE:  Thank you.  Good afternoon.  My name is Joanna Vince and I am counsel for the Ontario Sustainable Energy Association.

One of the questions -- I actually wanted to pick up from something that Mr. Elson asked, which was about doing the cost comparison for abatement.  So I understand that Union did not do any cost analysis for abatement measures to prepare the 2017 plan.  Is that correct?

MS. BYNG:  Correct.  We have not developed, or even started to develop a marginal abatement cost curve.

MS. VINCE:  So for renewable natural gas specifically, in the evidence there is a reference to  Union expecting it to be part of the portfolio as early as 2018.

MS. BYNG:  That's right, Union looks at RNG, renewable natural gas, as a potential abatement opportunity.   Timing is going to depend on a number of things.  Certainly, as we've talked about extensively, the long-term price forecast, as well as MACC are going to be considerations, but also looking for funding from the government, and how costs will be recovered through RNG, are other elements that are important for that to become part of the gas supply portfolio or the compliance plan.

MS. VINCE:  And have you engaged in those discussions with the government about funding?

MS. BYNG:  We have.  We've been working with industry and government to talk about RNG as an opportunity within the CCAP funding, and have been working in terms of providing information on RNG and encouraging program design to be defined, so those programs can move forward.

MS. VINCE:  Have there been any other abatement options or opportunities that Union has looked at, without going to the cost comparison stage?

MS. BYNG:  I'll take you to our evidence where we review abatement.  If you go to Exhibit 3, on pages 26 and 27, we lay out some of the facilities abatement activities that Union is currently undertaking, and we also talk about a study that Union has initiated to evaluate where there may be future facilities abatement opportunities.

MS. VINCE:  And I see there is a reference on page 25 to combined heat and power as well.

So where are you sort of in the phase of looking at each of these technologies to get to this -- to do the comparison?

MS. BYNG:  In terms of the 2017 plan, we're still very exploratory with respect to RNG and some other technologies.

We do have resources, in both our business development group and our technology and innovation group, exploring RNG as well as other technologies such as hydrogen and power-to-gas, micro CHP.

MS. VINCE:  And the reason no to the go further with those investigations was because of the uncertainties that you've gone through with Mr. Elson, is that correct?

MS. BYNG:  I would say that they are still very exploratory.

In some cases, the technologies are fairly new, so it is understanding what the technology is, what the opportunity is, how it could potentially apply.

So, again, very much investigative and exploratory, and that takes some time and effort to work through those unknowns, as well as the contextual uncertainties that we talked about.

MS. VINCE:  Okay.  And have you done any investigations into geothermal?

MS. BYNG:  I am not aware of any specific investigations with respect to geothermal, but I may need to consult with our business development and technology groups, as I'm aware of generally the opportunities that they've been working on.  I may not be aware if they've done any work on geothermal specifically.

MS. VINCE:  So could you speak to that group and let us know?

MS. BYNG:  Yes, we can.

MR. SMITH:  Yes, we'll do that.

MS. VINCE:  Thank you.  And those are all of my questions.

MS. DJURDJEVIC:  Do we want to make that an undertaking?

MS. VINCE:  Please.

MS. DJURDJEVIC:  J2.7.
UNDERTAKING NO. J2.7:  TO SPEAK TO THE BUSINESS DEVELOPMENT AND TECHNOLOGY GROUP TO ADVISE WHETHER ANY WORK HAS BEEN DONE ON GEOTHERMAL SPECIFICALLY.

MR. QUESNELLE:  Thank you, Ms. Vince.

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

MR. QUESNELLE:  Mr. Gardner.
Cross-Examination by Mr. Gardner:

MR. GARDNER:  Thank you, Mr. Chair.  For the record, it is Matt Gardner, counsel for LIEN.  Good afternoon, panel.

We learned earlier today from one of your responses, I believe, to Mr. Rubenstein that the reason for your proposed six-month disposition of the deferral costs to residential customers, at least, is due to Union's billing system.  Are there any other considerations for that six-month disposition -- or six-time -- six parts, whatever it is, disposition?

MS. MIKHAILA:  The disposition that we propose and have used in the past is a six-month disposition on -- based on volume, so it's not necessarily a six-part disposition.  We don't take an amount and divide it by six.  It is based on future volumes that are billed.

MR. GARDNER:  I see.  So I also understand, I believe it's from -- we don't need to turn it up, but from Board Staff 17, which we've gone through many times already today, that your plan is for the 2017 deferral costs to probably have the first tranche or the first part of the six-time disposition showing up on customers' bills in January 2019.

So from your answer that you just gave me, my understanding probably is incorrect that it would be something as simple as a split six ways, January all the way through to June 2019.  Can you help me with that?

MS. MIKHAILA:  Yes, so in accordance with our past practice and disposition of our annual deferral accounts, we use the six-month forecast of volumes to be consumed to derive a unit rate.  And that unit rate is applied to customers' bills based on their consumption during that six-month period.

MR. GARDNER:  And the unit rate is why it's important for the purpose of this compliance plan to be approved, but the methodology itself, whether it is the six-month methodology is to be approved at a later date through a rate proceeding, or how is that going to work?  I heard something like that from you this morning.

MS. MIKHAILA:  The six month -- the disposition methodology, using six months for our general service rate classes, as well as the unit rate, will be brought forward in a future proceeding.

MR. GARDNER:  And what kind of proceeding will that be, do we know?

MS. MIKHAILA:  It will be the 2019 compliance plan proceeding, where we will look to dispose of the 2017 deferral balances.

MR. GARDNER:  That will be filed August 2018?

MS. MIKHAILA:  August '18.

MR. GARDNER:  Okay.  My concern is just the timing in particular, but also the spread of the deferral, in particular for low-income customers, and given that rates
-- that, sorry, that the bills will be highest, obviously, in the winter, and if this is going to take place, starting potentially January 2019, following dependent -- all of the factors dependent that you've already discussed, has Union given any consideration to the timing of it and the impact it may have on low-income customers' bills?

MS. MIKHAILA:  No, we would expect to dispose of the deferral balances once it is approved and not dependent on other factors.  We look to dispose of it as soon as possible once it's approved.

MR. GARDNER:  Regardless of whether you are looking at low-income customers who meet the low-income threshold versus regular non-low-income residential customers?

MS. MIKHAILA:  We wouldn't distinguish.

MR. GARDNER:  Enbridge speaks in their evidence to engaging as part of their customer outreach, not just throughout the traditional mechanisms, the ones that you've identified in your evidence, through bill inserts and other measures, but also to reaching out to social service agencies themselves, and I don't think that Union has.

Is that something that Union is considering or has considered so far in customer outreach for its cap and trade compliance plans in the program?

MS. BYNG:  In Exhibit 5, Schedule -- sorry, Appendix A, we lay out what our communication plan and outreach plans were.  There was not a specific and unique communication plan for low-income customers.  They would have received the same communication that we gave to all of our residential customers.  Included in that communication, such as bill inserts, would also be information about DSM, how they could manage their bills, as well as -- so their energy consumption, as well as their GHG.

And as you may be aware, that some of our DSM programs are targeted specifically for low-income customers.

MR. GARDNER:  Thank you.  I guess what I'm trying to figure out is if there is a way for -- obviously, Enbridge has considered going directly through LIEN or VECC, but also, more importantly, I would say, directly to the social-service agencies who can assist low-income customers, in particular, to access this information through a different way, because those agencies specialize in that outreach.

So is that something that the company would consider as part -- going-forward as part of its outreach for its cap and trade compliance plans and programs going forward?

MS. BYNG:  Our customer outreach programs are being modified as we go forward.  That is something that Union can take under consideration when it's looking -- going forward, how it might be able to modify its customer outreach.

I will say things like bill inserts can't be customized for a particular market group, so that that may not be possible, but we would have to consider what the practical considerations around that would be.

MR. GARDNER:  Thank you.  Through Union's program, the home reno rebate that's funded by the GIF, I understand that Union does not intend to implement its program for social housing through retrofits, the measures that you've proposed.  Can you help me understand why that is?

MS. BYNG:  So your question is why weren't there low-income programs targeted within the green investment fund?

MR. GARDNER:  Yes.

MS. BYNG:  The design of the green investment fund was completed in concert with the Ministry of Energy, and that was not part of the mandate for that program.

As I did indicate, though, we do have a robust low-income DSM program, which is actually more economically advantageous for those customers.

MR. GARDNER:  Enbridge, to use the other example, has found a gap at least between Enbridge's DSM programs specific to low-income and social-housing customers who may not be eligible for DSM, and Enbridge has committed to looking to apply the GIF program, their version of it, to those social-housing customers.

So my follow-up is:  If Union hasn't looked at that, has Union looked at whether their DSM programs have covered off all of their social-housing customers for -- as they're proposed up to 2020, and if there is a gap, is Union considering using the home reno rebate to fill that gap?

MS. BYNG:  Well, the DSM programs have been approved for the balance of the framework.  I'm not aware if a gap has been identified by our DSM group.

MR. GARDNER:  I hesitate, given the timing -- I'm almost done -- but can we structure an undertaking to that effect so that we can look into that question?

And I suppose it is going back to check with your DSM group if Union has -- proposes within the 2015 to 2020 DSM programs, targeting and making sure that all of their social-housing customers are eligible for those programs?

MR. QUESNELLE:  Is the step further, Mr. Gardner, in that if there is a gap, what does Union intend to do about it --


MR. GARDNER:  That would be part two.  Thank you, Mr. Chair.

MR. QUESNELLE:  -- if anything.

MR. SMITH:  If that would be of assistance to the Board, I'm sure we can do that.

MR. QUESNELLE:  Right.  I think Mr. Gardner has identified something he'd like to know.

MS. DJURDJEVIC:  That will be undertaking J2.8.
UNDERTAKING NO. J2.8:  TO CHECK WITH YOUR DSM GROUP IF UNION PROPOSES WITHIN THE 2015 TO 2020 DSM PROGRAMS, TARGETING AND MAKING SURE THAT ALL OF THEIR SOCIAL-HOUSING CUSTOMERS ARE ELIGIBLE FOR THOSE PROGRAMS; AND IF THERE IS A GAP, WHAT UNION INTENDS TO DO ABOUT IT.

MR. GARDNER:  Thank you.  The measures that -- and this will be dependent on what we get from that undertaking, but the measures that Union is offering through the home reno rebate, are they direct install, or self-install, or are they a mix?

MS. BYNG:  I'm not an expert.  I don't have functional responsibility for our DSM programs, so I wouldn't be able to speak to that.

MR. GARDNER:  Can we get an undertaking to find out?

MR. SMITH:  We'll just add it to the same Undertaking, if that's fine.

MR. QUESNELLE:  Yes.

MR. GARDNER:  Thank you.  My last question is what about the merger between Enbridge and Union Spectra, and how -- I think I know the answer, but I'm going to endeavour to ask it anyway and see if there is a different answer.

What Union's forecast is in terms of whether the merger with create new conditions of service for residential customers, or Union will adopt the conditions of service of Enbridge and timing for that, if any.

MR. QUESNELLE:  And that's related to cap and trade in which way, Mr. Gardner?

MR. GARDNER:  It really relates to disconnection policy, because right now Union and Enbridge have two different disconnection policies slightly under their condition of service.  And this is obviously impacting customers' bills.

MR. QUESNELLE:  I think that's a little bit beyond the cost consequences of Union's 2017 application for cap and trade, Mr. Gardner.  I think that that is looking off into the -- too many variables in that one.

MR. GARDNER:  That's fine.  Thank you, Mr. Chair.  Those are my questions.

MR. QUESNELLE:  Thank you.  Thank you very much.

Mr. Brett, we will start tomorrow morning with you, and given where we are in the schedule, I think we'll start at our normal time, at 9:30 a.m. tomorrow.

MR. SMITH:  Thank you.

MR. QUESNELLE:  Thank you very much.  Good evening.
--- Whereupon the hearing adjourned at 4:52 p.m.
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