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--- On commencing at 9:39 a.m.

MR. QUESNELLE:  Good morning, everyone.  Please be seated.
Preliminary Matters:


Just before we get started this morning, I just mention that people would likely have noticed that we have not distributed the transcripts from yesterday.  We will be reviewing them to make sure they are entirely suitable for public distribution before we do, and so that is just going to take us a little longer to do that this morning, but I would suspect that they'll be released later this morning.  Okay?

MR. SMITH:  Thank you.

MR. QUESNELLE:  Thank you.  And any -- once they are out, and if people take a look at it, any corrections to the transcripts that are required, if we can just do that by e-mail, and let us know, and the Panel will do that offline and make that find its way back on to the record.

MR. SMITH:  Okay.  Thank you.

MR. QUESNELLE:  Thank you.  With that, if there's no other preliminary matters, Mr. Brett, you are first up this morning.

MR. BRETT:  Thank you very much, Chairman, Panel.
UNION GAS LIMITED - PANEL 1, resumed

Amy Mikhaila,

Steen Henry,

Joan Byng,
Cheryl Newbury; Previously Affirmed 

Continued Cross-Examination by Mr. Brett:

MR. BRETT:  Panel, could you turn up BOMA number 7, please.  It's Union BOMA 7.  I'm not sure that's in either of my compendiums, but...  Do you have that?

MS. BYNG:  Yes.

MR. BRETT:  This is just a quick question.  We had asked you about conflict-of-interest issues in connection with any of your affiliates that might be registered as market participants in two-17, and you answered no -- I believe you answered "no, we don't have" -- you say in the answer "there are no" -- this is (a), answers (a) -- "there are no Union-related entities that are registered as a market participant."

So I take that to mean you don't have any -- at the moment, or as when this was written you didn't have any affiliates that were registered as market participants that would be trading for their own account.

Do you have any -- has that changed, or is that still the case?

MS. BYNG:  That is correct, and that is still the case, that we do not have any --


MR. BRETT:  You do not.  And --


MS. BYNG:  -- affiliates that are registered --


MR. BRETT:  -- do you anticipate any in the next sic months or before the end of two-17?

MS. BYNG:  I'm not aware that there are any that are being contemplated.  However, we will be monitoring that to ensure that that is the case, as it can impact our ability to execute on plans and consider strategies going forward.

MR. BRETT:  Right.  I'm going by memory here a bit, but as I -- and this is really a hypothetical question in a way, but if -- do you recall if you did have -- if one of your affiliates did register, I believe that has implications for you under Regulation 144, does it not?

MS. BYNG:  Yes, it does.

MR. BRETT:  Okay.  Now, let me move on.  I'd like to deal with the -- just a couple of questions on the Green Energy Fund.  It's been discussed, but if you look at our supplemental compendium number 8.  I will just call that the thin compendium.  There is a thinner one and a thicker one.  This is the thin one.  And it is number 8.

And, I mean, there are several IRs from different people that deal with this, as you know, but this seemed like the best place to start.

And as I understand this program, it's a -- this was set up in 2016; right?  This is a greenhouse fund -- not greenhouse fund, but green -- green -- GIF.

MS. BYNG:  Yes, the Green Investment Fund was started in 2016.

MR. BRETT:  And in your case I take it ends at the end of -- in May of '19; is that correct?  I asked that because the Enbridge -- The Enbridge one ends, according to their evidence, at the end of 2018, I believe, but...

MS. BYNG:  I am aware ours goes until 2019.  I'm just not sure of the month.

MR. BRETT:  Okay.  Well, would you take subject to check it is May 31st?

MS. BYNG:  Subject to check.

MR. BRETT:  Okay.  Now, I think we've discussed quite a bit -- others have discussed the nature of this, but it is really an add-on in part, at least, to your existing home reno offering; right?

MS. BYNG:  Correct.

MR. BRETT:  And this was initially set up in the context of your DSM program; right?  In other words, it was set up as a -- the government initiated this, I should -- as I understand it, and it was a way that the government was trying to sort of turbo-charge the results from the DSM residential program; is that right, basically?

MS. BYNG:  So you started off your line of questioning asking if this was part of DSM.  It is not.  So --


MR. BRETT:  No --


MS. BYNG:  -- to be clear, the home reno rebate offering, there are components of that in our DSM plan, but the GIF is independent of DSM.  As you mentioned, it is a government-initiated program.

MR. BRETT:  Yes.  It is independent of it, but it supplements the funding under the -- in part, a good part, it supplements the funding available under the home reno retrofit for end users; correct?

MS. BYNG:  No, to be clear, the GIF funding is taxpayer-funded.  It is not funded through DSM programs.

MR. BRETT:  No, I understand that.  I'm not arguing -- or suggesting that.  I just -- what I'm really interested in here is -- well, the magnitude of it, I think we've discussed.  It is $40 million for -- over the two-year -- two-and-a-half-year period or so, right?

MS. BYNG:  The home reno rebate offering is 40 million, yes.

MR. BRETT:  Yeah.  And then there is another 2 million for behavioural programs and...

MS. BYNG:  Yes, correct.

MR. BRETT:  And so has that been divided up by year?  Like, what is that in '17, for -- in this year?

MS. BYNG:  I don't have the breakdown by year.

MR. BRETT:  Okay.  Would you be able to provide that by way of undertaking?

MR. SMITH:  Yes, we can do that.

MR. BRETT:  And --


MS. DJURDJEVIC:  We'll just make that Undertaking J3.1.
UNDERTAKING NO. J3.1:  TO PROVIDE THE BREAKDOWN OF THE HOME RENO REBATE PROGRAM.

MR. BRETT:  Thank you.  As I understand it, you and Union differ -- you and Enbridge differ a bit in this, in that Enbridge are not including any of the savings from the GIF.  And I'm not making a judgment on this.  I just want to explore the difference.  Enbridge is not attributing any of the GIF savings to their 2017 plan, but you are, as I take it?

MS. BYNG:  Yeah, I can't talk to how Enbridge handled it in their --


MR. BRETT:  Right.

MS. BYNG:  -- plan, but you are correct that we have included it in our plan and we have reduced our obligation to reflect the GIF --


MR. BRETT:  Right.

MS. BYNG:  -- impacts, or forecasted impacts.

MR. BRETT:  Right.  Now, as far as the -- and you will be reporting -- well, let me take it a step at a time here.

As far as the attribution goes, what I'm interested in are the attribution rules for this program.

And as I understand it, you've got these on page -- they are actually set out on page 2 of this response, and you talk about with respect to the gas-fired homes -- that's item number 4 at the top of page 2:

"For all other results there will be a two-phased approach to attribution each year.  During phase 1, 80 percent of the results will be attributed to Union and 20 percent will be attributed to the GIF.  If at any point in a given year Union exhausts its DSM funding available, or elects to stop using DSM funds for the enhanced home reno rebate offering, phase 2 of the attribution will begin.  During phase 2, 100 percent of the offering's results will be attributed to the GIF."

Now, this is in the context -- and this is why I started the way I did with this being a DSM -- having a DSM dimension to it, although I understand it isn't DSM, right?  That's why I started the way I did.

Now, so this -- what this tells me is that -- I think what this tells me is that you're effectively managing this program for the government, implementing it, and 80 percent of the savings under this phase I that I just described, 80 percent of the savings would accrue to Union.

Now, are those savings -- then they say down below: 
"Homes attributed to Union's DSM portfolio will count towards Union's DSM resource acquisition scorecard."

So the 80 percent -- you will be able to attribute 80 percent of those incremental savings to your scorecard, right?  For DSM?

MS. BYNG:  As laid out by those attribution rules, yes.  That is explaining what components will be counted towards Union's DSM.

MR. BRETT:  And these are the rules, basically?

MS. BYNG:  Yes.  But to be clear, that attribution has no bearing on the 2017 compliance plan, because both DSM savings and the GIF savings are been included in the...

MR. BRETT:  So is hundred percent would be included for your...

MS. BYNG:  For purposes of the compliance plan, the attribution between DSM and GIF has no bearing.

MR. BRETT:  Sorry, I just missed that last part.  Are you saying that the attribution rules have no -- let me put this another way.

For the compliance plan of which this is a part, the GHG savings are a part in 2017, I think you are saying to us that all of the savings achieved through the expenditure of GIF funds will be attributed to the plan.

MS. BYNG:  That's right, a hundred percent of the GIF and DSM are in the 2017 compliance plan.

MR. BRETT:  So these attribution rules really were set up for the DSM-GIF interface, if I can put it that way?

MS. BYNG:  Yes.

MR. BRETT:  Okay.  Now just one other question or two on this. 

 As I understand it, and I think I have this from another -- from an Enbridge IR or evidence -- or both of your evidence evidences, Union will report the results of the GIF plan to the government, to the MOECC.  Is that an annual report, or is that a report that's just provided at the end of the plan?  How is that going to work?

MS. BYNG:  I was not involved in structuring the agreement between Union and the ministry, so I can't speak to what reporting is in that agreement, or how often it will occur.

MR. BRETT:  Okay.  Well, I think I have enough information from the other parts of the record, which suggests that the report is going to be made at the end of the essentially, the end of the term of the program.  So let me move on. 

I just wanted to touch very briefly on offsets.  This was discussed to some degree and, as I understand it -- and I think you answered actually a question -- well, let me put it this way.  I think that the utilities have retained -- I'm sorry, the government has retained a consulting firm to provide the offset protocols.  Is that right?

MS. BYNG:  Yes, that's correct.

MR. BRETT:  And you have -- in one of your IR responses to us, you produced a timetable showing when those protocols were projected to be available, I believe.  And I think that is at BOMA 19.

MS. BYNG:  Correct, BOMA 19, page 3 of 3.

MR. BRETT:  Yes.  Now, I don't need to get into the details of these, but really all I'm interested in is sort of from an overview point of view.  What we've heard, I think, to date is that there is a draft regulatory proposal available, but there is no offset regulation available yet, right?

MS. BYNG:  That's correct.  The offset proposal or design proposal was issued by the MOECC last November for public comment.

MR. BRETT:  Right.

MS. BYNG:  That comment period ended at the end of December and we await the outcome of that, in terms of final regulations.

MR. BRETT:  Okay.  You may have answered this, but when do you anticipate that regulation being available?

MS. BYNG:  I don't believe that a timetable has been published by the MOECC, so I don't have any insight to that.

MR. BRETT:  I take it, though, that the consultants are already at work preparing these protocols?

MS. BYNG:  That is my understanding.  The consultant that you refer to is the climate action reserve.

MR. BRETT:  Yes.

MS. BYNG:  And they have had a number of webinars.  They have also issued some of the first protocols for comment.

MR. BRETT:  Right.

MS. BYNG:  I don't believe that any of those protocols, though, have been issued as final yet.

MR. BRETT:  Do you have a notion of when any of those protocols will be available, actually in -- to use as a practical matter?

MS. BYNG:  The only information I would have on their timeline is the schedule that we have produced in the interrogatory.

MR. BRETT:  Now, California has some working protocols, I believe three or four.  Are you familiar that -- not with the details, but they have several?

MS. BYNG:  I am aware they have a number of protocols that are in place, yes.

MR. BRETT:  Under our regulations or under our policies, Ontario -- can a capped participant in Ontario use, or  purchase, or in any way claim credit for an offset from outside Ontario?  Or must it be in Ontario?  Must it be an offset created in Ontario either in the agricultural sector, the forestry sector, the waste sector -- whatever?  


I don't recall seeing anything specific in the regulation or the statute.  But, you know, there has been a fair amount written on this stuff.

MS. BYNG:  At Exhibit 3, page 23 of our pre-filed evidence, we review all the compliance instruments and options that are available for the utilities to consider as they are putting together their compliance plan. 

At page 23, we identify WCI compliance instruments.  Those instruments would include offset credits, or could include offset credits.

MR. BRETT:  I'm sorry, I missed that.  In other words, when the linkage is made, if it's made, you are entitled to use offsets from outside Ontario, from either California or Quebec?

MS. BYNG:  We're now talking about theoretical, if linking should occur.  But yes, if or when linking does occur, you can using instruments from across those jurisdictions.  That's the purpose of linking.

MR. BRETT:  Okay, so the actual underlying hardware, if I can put it that way, for the offset doesn't have to be in Ontario once the linkage occurs?

MS. BYNG:  Well, I would say that we just have to be careful around -- there are two ways that jurisdiction applies.  So in the offset protocol, protocols will identify where a given offset project has to occur in order for it to qualify.

That could depend on the protocol itself; that could depend on which jurisdiction is verifying that protocol.  So that is one aspect of jurisdiction to be aware of.

The second aspect of jurisdiction is then can you purchase or acquire offsets, and you use those.

 So I think your lined of questioning is more around can somebody from Ontario buy a offset from California and have it apply.

MR. BRETT:  Yes, that's my question.

MS. BYNG:  In a case of a linked market, yes, they could.

MR. QUESNELLE:  Sorry, Mr. Brett.  So conversely, at this point in time, if they are not linked, you cannot?

MS. BYNG:  You could if you were a market participant.  So you may recall yesterday, when we went through the presentation, that you are either a capped participant, meaning that you have an obligation, or you can participate as a market participant, strictly for purposes of looking for opportunities.

MR. QUESNELLE:  So a capped participant cannot buy an offset instrument currently, because we don't have a linked market?

MS. BYNG:  They couldn't buy it and have it apply to their compliance obligation.

MR. QUESNELLE:  Thank you.

MR. BRETT:  That's very interesting.  Thank you for that.  So that answers my next question.  So Union couldn't go out in the market, so to speak, at the moment and purchase an offset from California as part of their plan?

MS. BYNG:  Not as a capped participant.

MR. BRETT:  All right.

MS. BYNG:  They could do that as a market participant.

MR. BRETT:  So as a practical matter then, I guess offsets aren't really part of the picture for 2017.  They are not going to be ready until -- let me just preface this by saying my understanding is it isn't just a matter of creating an offset, there is also a verification process.  I mean, there is a fairly -- what looks to be a fairly elaborate administrative process to get you to the point where you can actually take some savings from a proposed offset, and I gather it's proposed, so these were forecast initially.  And tell me if I'm wrong on that.  But that you are not going to get to that point in the next year.

MS. BYNG:  Well, not knowing when the regulations are going to be issued and not knowing when the protocols are going to be issued, as you can see from the chart we had up earlier, some of the protocols are expected to be established in the first quarter and into second quarter.

So not knowing when those will be delivered, I can't say whether offsets are going to be in the market for 2017 --


MR. BRETT:  Okay.  So --


MS. BYNG:  -- or not with any definitive --


MR. BRETT:  You are saying that you might be able to include an offset in your two-17 plan.

MS. BYNG:  I'm saying that offsets are one option available for utilities and capped participants to consider when they are putting together their compliance plans.

MR. BRETT:  When they're available, yeah.

MR. QUESNELLE:  When they're available.  I am just trying to get some finality on this point, Mr. Brett.  So currently they are not available as a capped participant to purchase offsets elsewhere and have them apply to the plan; is that correct?

MS. BYNG:  So within Ontario, because we are in an Ontario-only market.

MR. QUESNELLE:  Mm-hmm.  Okay.

MS. BYNG:  -- I am not aware of any offsets that are ready for procurement.  There are offsets in other jurisdictions that one could participate as a market participant and consider acquiring.  They would then have to consider how that might be able to be incorporated into their compliance plans.  For me to be any more detailed or succinct may be crossing the line of confidentiality.

MR. QUESNELLE:  Thank you.

MR. BRETT:  Thank you.  I'd like to move on.  Now, this is a -- just a couple of questions on financial instruments, and they've been touched on a bit here and there, including in our interrogatories.  And we had supplementary compendium number 3, please.  Have a look at that.  And actually, you were kind enough to include a copy of a futures contract that is available in Ontario.  We'd asked you for that.

And as I understand your responses there to IR number -- to BOMA -- that's BOMA 19, and it's in some -- I am just trying to summarize this.

There is a secondary market in Ontario that you talk about that started in January, and you mentioned several transactions -- a small number of transactions have occurred.

You mention there is a futures contract available, a template for it, for delivery of allowances, effective January 1st, 2018, I believe, December 31st, 2017.

Now, are there other -- are there other -- to your knowledge, are there other financial derivative contracts available in the marketplace?  Are there other forms of contract, like the futures contract, either produced by ICE or some other exchange?

MS. NEWBURY:  Currently, the only exchange that is listing Ontario is ICE, and it is strictly the one type of futures contract that is available.

MR. BRETT:  Okay, but I gather that in California, you -- I think you had mentioned at one point in this that there are other -- in California there are other types of contracts available.  I think it was swaps options are also available?

MS. NEWBURY:  That is correct.

MR. BRETT:  Okay.  But I think you said you weren't clear on the extended use of those contracts yet in California; is that right?

MS. NEWBURY:  That's correct.

MR. BRETT:  Okay.  Now, we had asked Enbridge, and I think I can paraphrase -- I didn't -- I think I can paraphrase what we asked.  It's pretty simple.

We asked whether any of these instruments that are, you know, loosely speaking, derivatives, types of contracts, forwards, futures, swaps, options, are any of these contracts subject to the jurisdiction of the securities commission in Ontario, in your view, or do you know?  Have you examined whether or not securities considerations apply?

Well, maybe I can just add -- and, I'm sorry, I should have added this -- Enbridge's response to the IR, if you could take it subject to check, was that there may be application of the Securities Act to some of these instruments, but they weren't sure.  They were still investigating it.  What is your...

MS. NEWBURY:  I do not know whether the Securities Commission Act applies or not.

MR. BRETT:  Okay, do you know whether Union has studied that issue yet?  Like, has anybody been looking at that from your shop or from the finance group or...

MS. NEWBURY:  For the 2017 compliance plan we were focusing on what's available in Ontario.

MR. BRETT:  Right, okay, fair enough.  Really the only one that is available is the futures contract, is what you're saying.

MS. NEWBURY:  That is correct.

MR. BRETT:  So the futures contract, is it subject to OSC -- the securities -- to the OES -- OE -- what the hell am I trying to say?  The OSC.  Is the futures contract subject to securities regulations, the one you put up there?  The ICE one?

MS. NEWBURY:  I don't know the answer to that question.

MR. BRETT:  Okay.  Let me just move on here.  I just want to talk for a measurement on risk.  It is a broad topic.  It has been discussed quite a bit.  And we talked around yesterday and the first day a lot about the, you know, risk of future things happening, like a risk of California not linking up, and we're not going to -- I don't want to go there.  I think that's been pretty well explored.  At least I don't want to go there in a major way.

But I -- what -- the sense that we -- well, let me ask you this:  There are a number of risks that, you know, you analyze in your evidence, and you were asked to analyze, I guess.  They were part of the framework.

Now, there is price risk, there is volume risk, and there are deferral accounts to deal with those.  So I understand -- let's set those to one side.  There are other types of risks, disclosure risks, market risks.  With Enbridge, one of the -- one or more of the proponents here discuss the disclosure risk, and the question that he put to the witnesses there was:  What would happen -- who would bear the risk in a situation where a Union employee who had access to this confidential information made it public or leaked it to a newspaper, something of that sort, so the information got into the public domain, and then the -- it had some -- it had an effect on the price of allowances that was detrimental to ratepayers, and to Union, for that matter.

And the question was put:  Well, who is at risk for that?  That extra cost, or I suppose if there were any -- well, let's leave penalties aside for a moment, but in terms of extra cost, Enbridge's answer, as far as I could understand it, was the ratepayers are ultimately responsible for that loss, or for that extra cost.

Now, whether I've interpreted it correctly exactly or not, what is your -- what would your response be there in that situation I've described?  And I know you have, you know, you have internal processes.  I don't want to go on too long here.  I know you have internal processes.  I know the act deals with insider -- effectively with tipping, which is a little different, I think; it's insider trading.  But can you just address that a little bit?

MS. BYNG:  So to answer your first question about what our review is in terms of who bears that risk, as we talked about yesterday, the cornerstone and one of the guiding principles in the framework is cost recovery.  So our view is that this is a compliance obligation that we have, and all prudently incurred costs will be subject to cost pass-through.

That being said, we take that prudency very seriously, and we take disclosures also very seriously.  So we put a number of measures in place.  We have extensive protocols that have been defined and executed at Union Gas, including communications, training.  Materials that have been marked confidential, there's protocols with respect to that.  And as you also alluded to, the act itself has some very significant penalties that would act as a significant disincentive for an employee or anyone to disclose that information.

We also take very seriously the reasons for those disclosure rules and those protocols which, in part, is to protect our customers and to ensure that we can protect our information and our position in the market.

MR. BRETT:  Well, I don't quarrel with anything you've said and I am not being flippant  But what happens if happened anyway, the situation I describe?  Would Union bear all or a part of that risk, or would the ratepayers be expected to carry that?

MR. SMITH:  Members of the panel, I think that the answer to Mr. Brett's question is going to be highly fact-specific in the context of whatever ultimately happens to unfold in this hypothetical situation, and whether or not Union would be saying that what had happened was or was not prudent, would depend on the facts and the Board would have to render a decision on it, presumably in the context of a future deferral proceeding and obviously not this case. 

So I'm not sure that it's fair for us to speculate on facts that nobody could know today.

MR. QUESNELLE:  Mr. Brett?

MR. BRETT:  Yes, I think my colleague has a point.  I think it would depend somewhat on the factual circumstances, and I think I missed the word "prudency" from Ms. Byng's testimony.  But I now understand that it would be in the context probably of a prudency review of the overall --


MR. QUESNELLE:  I think the whole framework is based on that notion, Mr. Brett, that the flow-through of money is through that lens.  And we only that somewhat in advance with the plan, but it's after-the-fact that it's --


MR. BRETT:  Right, and I think that's been agreed and admitted by others that that will take place.

I think I will pass on the other question, because I am concerned a bit about the time here and I have a couple of other areas I want to look at.

If you could look at BOMA 22, please?  I think you would have to look up -- I don't think it's in either compendium.  You have to look that up.  Do you have that?

MS. BYNG:  Yes, I have it.

MR. BRETT:  I may have the wrong -- just a minute, please, I've not given you the right reference I don't think.  Just a moment please.

MR. QUESNELLE:  I don't want to distract you, Mr. Brett.  But, Ms. Djurdjevic, do we have two compendiums from Mr. Brett?

MR. BRETT:  Yes, you do.  The way did I it is I filed the first thick compendium in the context of the Enbridge hearing, the Enbridge part of this.

MR. QUESNELLE:  Yes.

MR. BRETT:  But it had it in it some documents that were relevant to both.  Really, it only had -- the first three documents in that thick compendium were those articles that have been referred to by --


MR. QUESNELLE:  But it is all Exhibit K2.1, though?  Is that right?

MS. DJURDJEVIC:  That's right.

MR. BRETT:  Now, I may have it in here.  I just want to double-check my current compendium, the shorter one, because this was an issue of some interest to us.

Let me -- I don't want to hold this up, so let me see if I can just give you a question which -- here we go.  I'm sorry.

It is EGDI BOMA 22, 1.2 EGDI BOMA 22. I'm sorry, I had there is also a Union -- you don't have BOMA 22, EGDI?

MR. SMITH:  We have the Union BOMA 22.

MR. BRETT:  That's what you turned up.  Do you have the HDI one on the --


MR. SMITH:  No, we do not.

MR. BRETT:  You need to turn up BOMA EGDI 22.

MR. SMITH:  I'm sorry, we don't have it electronically or otherwise, I don't think.

MR. BRETT:  Well, you have it in your binder somewhere, because it's been asked and answered, right?

MR. SMITH:  By Enbridge.

MR. BRETT:  Well, let me just describe what Enbridge said.  I've got a way to ask the question; sorry about that.

We had asked Enbridge -- this was to do with monitoring and reporting, first of all.

MS. BYNG:  Okay.

MR. BRETT:  We had asked Enbridge the question, and I'll read it to you, part (a) here:
"Please confirm that EGD is of the view that its annual monitoring report should be made public.  If not, which parts of the report would not be made public, which parts would be made public, and why."

And I'm going to read the response to you.  It's quite short.
"Enbridge is of the view that the annual monitoring reports may be a mixture of confidential information and commercially-sensitive information, which may be available to intervenors that are not market participants," in other words, not competitors, I guess, "through the Board's practice direction and rules in respect of confidential filings."

That's number one.  They go on to say:
 "For example, the transaction logs should remain option confidential as per the Climate Change Act."

The third thing they say, and this is the thing I'm particularly interested in:
"However, the average weighted cost per compliance instrument may be an item that could be produced subject to confidential treatment by the Board under its rules and practice direction given the commercial sensitivity of such information.  As experience in the market grows, what should and should not be confidential at varying levels may be better understood."

So that's the answer that they gave, and my question to you is: Do you hold a similar view?  If you like, I can give you this piece of paper, if you want to look at it.

MS. BYNG:  Well, we did get a few questions actually from Board Staff in reference to monitoring forms. So I will take you to Board Staff 15 as a way of helping to answer your question.

So in this question, the Board asked us to review what had been submitted by Enbridge as sample monitoring forms, and in addition, what we had filed in our pre-filed evidence under Exhibit 4 were samples that Union provided.

And I would note that for the most part, they are fairly similar in what they provide.

Those responses doesn't to go what you're asking as what is public and what is confidential.

For that, LPMA asked that question in, I believe, number 15.

MR. BRETT:  LPMA 15.

MS. BYNG:  So the attachment to LPMA 15 illustrates what we would expect would be strictly confidential.

I will note that this is a sample, however, and because both utilities have provided a sample and a starting point is how I would characterize it in terms of our monitoring forms, this is -- I would characterize it that way, that this is a starting point.

We haven't had to complete any of the monitoring forms yet.  We are barely a few months into the program itself.  So it will be, I think, an item that the Board has indicated in the framework would be useful for a working group to tackle, and I think that that's reasonable.

I think with experience we will gain better insight in terms of what can be provided both on a strictly confidential basis or on a, as you referred to, the OEB rules of confidentiality, or potentially public.

MR. BRETT:  I notice in your template, if I've read it correctly, you have two categories:  Strictly confidential and public.  Enbridge seems to be talking -- Enbridge is talking about the third category, the confidential, by the OEB rules.

I've heard your answer.  I take it what you would be saying -- you're saying at -- at the moment, at least, you do not -- you cannot say that you agree with the approach taken by Enbridge.

I guess, does anything that Enbridge has said there give you a problem?

MS. BYNG:  I didn't have a concern with what they have stated, and at the risk of referring to yet another IR, Board Staff No. 7 had also asked us to contemplate the confidentiality around abatement and offsets.  And in that context, Union did refer to the OEB confidentiality rules.

So all to say that this is new.  As we go forward on a case-by-case basis we will have to identify which projects, for example abatement projects, would be confidential or would be potentially public.  And I think that will have to take into consideration both the regulation and what the framework has stated with respect to confidentiality.

MR. BRETT:  In this response they say:

"The average weighted cost per compliance instrument..."

And I guess -- I mean, there are different ways maybe of reading that, but I read that to say that what they're talking about there is that they would -- the average weighted cost of the various abatement activities -- is that your reading?  You don't have it in front of you, but what they've said is:

"However, the average weighted cost per compliance instrument may be an item."

In fairness, they say "may be an item."

"...that could be produced subject to confidential treatment by the Board."

MS. BYNG:  I think the word "may" is critical --


MR. BRETT:  Well --


MS. BYNG:  -- because what we are talking about is going forward something hypothetical.  So for its 2017 compliance plan, because there are no actuals to report, the monitoring and reporting forms, there is nothing to produce.  So we're really now talking about going forward what these forms could look like and what they may or may not include.

So you have our thoughts on that, and I think both utilities have stated that we'll have to look at it case by case.  We'll have to take into account experience.  And I think that's entirely consistent with what the framework has laid out.  One of their guiding principles is continuous improvement.

MR. BRETT:  So when you say "hypothetical", I guess you're really saying it is a bit hypothetical in the sense that there aren't going to be any abatement alternatives put forward in two-17?

MS. BYNG:  No, I want to be very clear there.  The hypothetical is around, we don't have monitoring and reporting forms applicable in 2017 compliance plans, so we are hypothesizing about what future monitoring forms might look like.

MR. BRETT:  When is the report due for 2017?  Has that been -- when is the compliance report due for the first year?

MS. BYNG:  The framework lays out that an annual filing is required.

MR. BRETT:  Right.

MS. BYNG:  Our next annual filing will be August 1st of 2017.

MR. BRETT:  Sorry, the filing would be next spring then, would it?

MS. BYNG:  No, sorry, it will be August 1st, 2017.

MR. BRETT:  Okay, okay.

MS. BYNG:  And then every August 1st thereafter.

MR. BRETT:  And the working group that you are referring to, is it underway now?  Is it...

MS. BYNG:  There is a working group that has been established strictly for the development of the marginal abatement cost curve and long-term carbon price forecast.

MR. BRETT:  Yes, but what about for these subjects?

MS. BYNG:  There has not been a working group initiated on that at this time.

MR. BRETT:  All right.  The --


MR. QUESNELLE:  I will note, Mr. Brett, a lot of your questioning is to gain an understanding of the framework, as opposed to the cost consequences of the plan.  I would have thought that that could have been taken care of.

MR. BRETT:  Sorry, I think I missed that.

MR. QUESNELLE:  A lot of your questions are gaining -- allowing you to gain a better understanding of the framework, as opposed to the cost consequences of the plan.  I would have thought that that could have been taken care of before we arrived here at the hearing.

MR. BRETT:  Yeah, well, what I was -- this particular question -- I take your point about, this is not based on the costs.

MR. QUESNELLE:  No, it's not.

MR. BRETT:  But there was a lot of discussion about -- in the last couple of days about the need to be able to -- ultimately for the Board and for other parties to be able to compare the cost of the compliance versus the cost.

MR. QUESNELLE:  No, understood.

MR. BRETT:  So...

MR. QUESNELLE:  And we do have an issue about the monitoring.  I recognize that.  But it just seems that you are gaining an understanding as opposed to having questions as to why it should be a certain way versus another, so I am just making that point.

MR. BRETT:  I guess that's the purpose of the working group, in part.

MR. QUESNELLE:  I would think it is.

MR. BRETT:  Okay.  Let me go on.  I just have one other area, actually, one other topic.  And could you -- this has to do with -- well, let me just ask a couple of questions here.

First of all, are your panel, Ms. Byng -- you are the -- my question has to do a little bit with the staffing for this function.  You are the manager of -- I guess you'd like to -- you should have up SEC 3, which is -- I think I have a reference for this in the supplemental, which will simplify this.  It is number 4, item number 4, in the supplemental compendium, the small compendium there.  And it is School Energy Coalition 3, Union.

MS. BYNG:  I have it.

MR. BRETT:  I take it, looking at this chart here or this table of your complement, are you the manager -- you are the manager, cap and trade; is that...

MS. BYNG:  I am the manager of cap and trade design and implementation.

MR. BRETT:  And there is also listed here a program manager, cap and trade.  That's a person that works for you?

MS. BYNG:  That's correct.

MR. BRETT:  And the difference is what?  You are looking after the overall policy and implementation and the program manager is sort of doing the back-office aspects of this, financial IT aspects and --


MS. BYNG:  They would not be doing financial or IT aspects.  As described in the IR, they lead activities on the establishment of process changes, governance structures, reporting and monitoring, regulatory requirements, and our compliance plan filings.

MR. BRETT:  And may I ask, how long have you had the job you're in now?

MS. BYNG:  I started in this role in January of 2016.

MR. BRETT:  And where were you before that?

MS. BYNG:  I believe my CV was produced yesterday.

MR. BRETT:  Yesterday -- I didn't have a chance to look at it yesterday.

MS. BYNG:  So generally, I will give you a background --


MR. BRETT:  I am really not interested in everything going back, but just what job were you in, you know, immediately previous to coming into this?

MS. BYNG:  Immediately previous to that role I was the manager of capacity management and utilization.

MR. BRETT:  This is acquisition of pipeline capacity?

MS. BYNG:  No, I did that in the job before.

MR. BRETT:  So what did do you immediately before?  I missed...

MS. BYNG:  I was manager of capacity management and utilization.

MR. BRETT:  Oh, I see, your trading side.  Okay.  Or the -- if I can put it that way.  I think I know what --


MS. BYNG:  I want to be clear, I wasn't trading in that role.

MR. BRETT:  You were responsible for using the -- to monetizing the excess capacity you had in the pipelines.

MS. BYNG:  I was responsible for understanding our capacities and how they were being utilized and how they could potentially be optimized.

MR. BRETT:  And Mr. Hendry, are you in this box here?  Are you the cap and trade advisor?

MR. HENDRY:  I'm not, no.

MR. BRETT:  What is your job?  What is your position?

MR. HENDRY:  I work in the finance department as the director of revenue and cost of gas.

MR. BRETT:  Okay.  Actually, we didn't have a chance to look at these CVs.  They didn't come in early enough and, in fact, it was one of the issues I was a bit concerned about.  But anyway, so you're in the finance side, and cost of gas?

MR. HENDRY:  Revenue and cost of gas, yes.

MR. BRETT:  Okay.  And is it Ms. McClure?

MS. MIKHAILA:  It's Ms. Mikhaila.

MR. BRETT:  Sorry.  And you are the rates person?

MS. MIKHAILA:  Yes, manager of rates and pricing.

MR. BRETT:  And Ms. Newburg, you are the director of gas supply?

MS. NEWBURY:  That is correct.

MR. BRETT:  And you have a person, a cap and trade advisor, who is not on the panel.  But how long has that person been in that role?

MS. BYNG:  The cap and trade advisor would have been in their role since the first quarter of 2016.

MR. BRETT:  Okay.  So it looks to me from going to through this that you've got a core group of three, and then you have people from these other parts of the company that are contributing part of their time, but not all of their time in every case.  Is that right?

MS. BYNG:  The vast majority of these roles are a hundred percent dedicated to cap and trade, and an element of implementation of cap and trade or climate changing initiatives.

The exception to that is -- if you go to page 2 of 2 on this chart, you will note that within the distribution business development box, that's the last box before the total, the director of distribution business development and strategic accounts is only allocated 25 percent of their time, and the manager of distribution business development planning is 25 percent of their time.

 With the exception of those two roles, everyone else would be a hundred percent dedicated.

MR. BRETT:  Am I right in suggesting that the people  -- do of any these -- the people in the first box, the cap and trade team report to you, the cap and trade advisor and the program manager.  Do any of the others report to you?

MS. BYNG:  They do not.

MR. BRETT:  So it's sort of more of a dotted line relationship -- or is it that?  Is there any reporting responsibility? 

MS. BYBG:  No, they would not have functional responsibility, and functional reporting relationships.  They would not report to the cap and trade team.

MR. BRETT:  And the environment, health and safety, as you pointed out yesterday, you have had reporting obligations for quite some time.  So you have a person in that is box that would be familiar with -- would be responsible for Union's reporting obligations under 143 and 152, and so on?

MS. BYNG:  Yes, and I would note that a number those reporting obligations are incremental to reporting that has been in place for some time.

MR. BRETT:  Okay.

MS. BYNG:  So this is representing the level of effort required for those incremental requirements in reporting.

MR. BRETT:  On the question of gas market, Ms. Newburg, I wanted to ask you -- I actually meant to start this way.  But would you agree with me that the gas  market and the carbon markets are very different markets?

MS. NEWBURY:  I will agree that they are different markets, yes.

MR. BRETT:  And there are -- without trying to give an exhaustive list, some of the differences might be as follows.  The carbon market is very new, and the gas market's been around for a long time, right?  That's the difference?

MS. NEWBURY:  That is correct.

MR. BRETT:  The carbon market has what I would call deep direct involvement by the government.

I give you as examples of that allocation of free allowances, early reduction credits.  What I'm seeing, at least, is pretty substantial departmental discretion.  The gas market does not.  The gas market is a real market, if I can put it that way.

MS. NEWBURY:  Just a point of clarification in your last comment.  You said that the carbon market has a lot of discretion.  Could you clarify that for me, please?

MR. BRETT:  What I'm thinking about is, for example, the ministry allocates free allowances, as you know, to a significant number of large gas emitters -- large gas customers, major emitters.  They allocate that based on a document that they've published on how that's done. 

But looking at that document, it seemed to me there was a fair amount of discretion in who got what number of allowances.  It is a difficult document to understand.  That is an example of what I was referring to.

MR. QUESNELLE:  It might assist the witnesses, Mr. Brett, if you could maybe frame-up what your concern is in relation to their 2017 application, and the cost consequences of it.

MR. BRETT:  Let me do that.  It is -- let me put it bluntly to you.  My concern is -- and I see the way you've structured your unit here.  But you seem to be saying that you have a number of people in the gas department, traders, procurement experts and so on, who can learn the cap and trade business and carry it out appropriately; in other words, implement the plan on a prudent and knowledgeable basis, and that there is no need to go out and hire cap and trade specialists on the market.

I have doubts about that.  And obviously we are not into argument here, but my question -- I've been asked by the Chair to state my underlying concern.  So what my question is addressing is the overall -- you've chosen a particular way to staff and organize this.  I understand, I think, some of the advantages of it.  And I think some of the aspects of are quite clever, in the sense that you are bringing in your technology people and your system people.

But I'm concerned about -- let me put it this way to you.  Have you gone out and hired any folks from the marketplace -- I know you have consultants, but consultants are marketplace -- I know you have consultants, but consultants are consultants.  Have you gone out and hired anybody in the market with real cap and trade expertise as part of this staffing-up for this responsibility? 

This goes to prudency and cost consequences.  You have to have the thing executed properly.

MS. NEWBURY:  Referring to Exhibit B, SEC 3, at the bottom of page 1, there is a senior buyer carbon markets listed.  That person was formally a senior buyer gas markets.  They are now full-time dedicated to carbon markets, and have been working at developing an expertise on carbon markets over the last year.

Carbon markets are new to Ontario and relatively new to North America.  So I think some of the expertise that you are suggesting is really mostly available right now through consultants.  And to your point, we are engaging those consultants to assist us.

One of the services that ClearBlue did provide was training, in addition to the other services that we secured from them.

MR. BRETT:  And you also used -- thank you.  You and Enbridge also used ICF as sort of an interpreter of the cap and trade background, and market regulation, and legislation and so on, is that right?

MS. BYNG:  That's right.  We actually used a number of different consultants, which you asked in one of your IRs; I believe it's BOMA 17.

MR. BRETT:  I think I have that list.  I know the list that you are referring to, yes.

MS. BYNG:  But I think that's an important list, because it represents that we found and secured a number of different consultants that would have various expertise and specialties with respect to the carbon market in Ontario -- everything from legal, to analytics, to your concern specifically around the carbon market itself and how to operate in that carbon market.

MR. BRETT:  And ICF was sort of your principal consultant on the background policy and history of the markets in, if I can put it this way, macro level analysis?

MS. BYNG:  We received that type of analysis from ICF.  We also did from Torys from a legal perspective.

MR. BRETT:  Torys would give you the legal aspects of it?

MS. BYNG:  Yes, and they also had an understanding of other jurisdictions and how the regulations were set up in those jurisdictions.

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

MR. QUESNELLE:  Thank you, Mr. Brett.

Ms. Djurdjevic, anything from Board Staff?

MS. DJURDJEVIC:  No, Staff has no questions for this portion of the hearing.

MR. QUESNELLE:  Thank you.  No questions from the panel.  Mr. Smith, if you have any redirect?

MR. SMITH:  No re-examination.

MR. QUESNELLE:  Okay.  Thank you very much.  I think we've concluded with this panel then.  Thank you very much, and thank you for being so well-prepared.  It was very well done.  Thank you.

I think that takes us, Ms. Djurdjevic, to the end of our session with Union, so why don't we take a break and allow NRG to come down.  We will finish off, I think, the public portion of our hearing, is we will have a presentation much like we did from Enbridge and Union from NRG.  We will do that on the public airways online, and then we'll open it for cross-examination, if there is any, and then we'll go from there.

MR. SMITH:  Just -- thank you very much.  So I have the process -- from there, I take it, assuming NRG wraps up, would we then go to Union for the strictly --


MR. QUESNELLE:  If you are available, yes.

MR. SMITH:  We are available.  We are available, so we would be prepared to do that at the Board's convenience.

MR. QUESNELLE:  So just to be clear, we will have NRG public presentation, and then Board Staff will deal with -- and we'll have the confidential portion with NRG, and then, time permitting, we will have Union after that, but we will get an estimate of what times and keep you informed on that so that you know whether or not it is worth --


MR. SMITH:  I appreciate that.  My colleague, Ms. Seers, will be handling that, so I would appreciate that.

Just one housekeeping item.  It occurred to me we did distribute electronically and in hard copy the statement of qualifications of the Union panel members, but I'm not sure that that got marked as an exhibit, which was my oversight, and it may be helpful to have that marked as an exhibit, if we may.

MR. QUESNELLE:  Thank you for that, Mr. Smith.

MS. DJURDJEVIC:  We will make that K3.1.
EXHIBIT NO. K3.1:  STATEMENT OF QUALIFICATIONS OF THE UNION PANEL MEMBERS.

MR. QUESNELLE:  Okay.  Thank you.

MR. SMITH:  Thank you very much.

MR. QUESNELLE:  Thank you, Mr. Smith.
--- Recess taken at 10:43 a.m.

--- On resuming at 11:06 a.m.

MR. WELSH:  Good morning, Mr. Chair.  My name is Patrick Welsh -- sorry, Mr. Chair.

 MR. QUESNELLE:  Go ahead, Mr. Welsh, by all means.

 MR. WELSH:  My name is Patrick Welsh of Osler, Hoskin & Harcourt, counsel for NRG.

So first I'd like to take this opportunity to introduce the panel on behalf of NRG, Natural Resource Gas Limited, consisting of, on the right, Mr. Brian Lippold, who is the general manager of Natural Resource Gas Ltd.

To his left is Mr. Kenneth Poon, who is an energy research manager at Blackstone Energy Services.

May I ask that they please be sworn?

MR. QUESNELLE:  Thank you.
NATURAL GAS RESOURCE LIMITED - PANEL 1

Brian Lippold,

Kenneth Poon; Affirmed


MR. QUESNELLE:  Thank you, Mr. Welsh.  I believe you are going right into the presentation, then, Mr. Welsh?  Go ahead.
Examination-In-Chief by Mr. Welsh:


MR. WELSH:  Yes, Mr. Chair.  Mr. Lippold, on behalf of the panel, will you confirm that the evidence prepared this filing was prepared under the direction of this panel, and with the panel's support?

MR. LIPPOLD:  Yes, I confirm.

MR. WELSH:  And Mr. Lippold, on behalf of the panel, will you adopt the evidence for the purposes of this proceeding?

MR. LIPPOLD:  Yes, I will.

MR. WELSH:  Now, NRG's evidence-in-chief will consist of a brief presentation.  So with your permission, Mr. Chair, I will ask that Mr. Lippold proceed.

MR. QUESNELLE:  By all means, thank you very much.

MR. LIPPOLD:  Thank you, Mr. Chair, Ms. Christie.

MS. DJURDJEVIC:  Exhibit K3.2.
EXHIBIT NO. K3.2:  NRG SLIDE PRESENTATION


MR. QUESNELLE:  The two buttons are connected, so if you shut one off they both go off.
Presentation by Mr. Lippold:


MR. LIPPOLD:  I've had the fortunate pleasure of following Union and Enbridge, and therefore much of their high-level presentations, we were able to cut it out in the -- with respect to time here.

So we have a brief presentation, specifically to highlight some of the differences between ourselves and the two larger utilities, and how it may determine some of the questions or how you may look at our specific plan in its entirety and in the context of NRG.


So with that, looking at the agenda, we'll give a brief overview, again as it relates to the plan; we will look at some of the plan highlights, how they relate to the framework itself, the risks we have identified; and then we'll look at some of the administration and communications costs and challenges that NRG faces under the framework.

So this slide is just a little telltale about how small we are in comparison to -- I'll compare us to Enbridge to begin with.  So our customer count puts us at 0.2 percent of the size of Enbridge Gas Distribution.  So we are comprised of 8,645 customers in total, and 8,076 of those customers are residential customers.  We have one large final emitter that's been backed out as per the program.

So the remainder of our customers, that small slice at the top of the pie, you will see are predominantly industrial, seasonal and commercial customers.

Seasonal makes up the largest portion of that segment, and that's because we are predominantly agribusiness in our community.

Again relating to the scale, I believe that in some of the documents I looked at, there were 13.5 dedicated staff to the cap and trade program, where we have 18 in total.  So not to be humorous, but to just give you some real context to the resources we may have as compared to those that the larger utilities would. 

So of those, we have one full-time executive, three management supervisory staff, six administration, which are customer service representatives, billing, dispatch, collection, sales admin and accounts payable.  So they wear many hats. 

Then we have in the field six field service technicians which would not touch much in the way other than communication with regard to customers.  And then two regard to field construction with regard to new services.

Another differentiator for us is facilities. So facilities are a major concern for most of the other two utilities, and their plans they are fairly robust in their planning for this.

We have no compressors and no storage.  So what that means is, from a gas loss perspective and reporting of fugitive emissions, we do not have large complicated relief systems because we operate at what's considered to be a low pressure system.

In addition to that, the majority of our growth has happened within the last 15 years, and anything that wasn't grown in the last 15 years is in the replacement periods.  And therefore, our system is considered very new and we would not have what would be a concerning amount of leaks anywhere in our system.  So we have considerably low gas loss.

Another major feature is that we didn't meet the cost benefit thresholds for DSM, so we have been DSM-exempt for a number of years.  That to say, we do participate in residential abatement programs, most recently the home reno rebate program that is being offered through Union Gas and the Green Investment Fund dollars.  Those programs that are coming down the pipes, we will of course be participating in those.

I said a little earlier that we are largely residential and agribusiness, which I'm going to get to in some slides later.  Agribusiness is a challenge at the least in terms of forecasting, because when we speak of agribusiness, to really understand agribusiness is it's not just weather dependent, but it is temperature and humidity and a number of other factors that could mean that in one year, you could have significant forecasts and then have nothing in terms of -- and when I say nothing, you could actually have zero consumption when it comes to things like corn dryers and things that -- natural processes undertakings.

Supply by Union is another major differentiator.
We are an M9 customer to Union, so all the compressor facilities are downward of our gate stations.  So all of that is recognized on Union's side and captured in their plan.  So we are backed-out as a large final emitter ourselves, and thus treated like an industry partner to Union under the LFE program.

So, the plan highlights -- of course, I mean we're following the six principles that are in the framework.  NRG is committed to procuring the allowances to cover all customer emissions, with the exception of the one large final emitter, and our plan to procure allowances from auctions' secondary markets and we'll use offsets when available and if appropriate.

NRG has not implemented emission strategies yet at this time.

I will continue with the plan highlights.  We have opted for annual versus multi-year compliance plans, as it appears everyone seems to be taking that route for the following reason.  Linkage is expected in 2018, and of course that will bring some different risks and will also bring on some new opportunities.

Ontario offset protocols are still in development.  So until those are finalized, there is no point in planning too far ahead.

Unseen regulatory or market changes; we have already seen a number of those since the program has been released, and so that can have a significant impact on processes, but mostly on price outlooks that are in the marketplace.

Annual plans, we just allow for a little more flexibility to adjust to those changes.

So in our plan we are confident that we have built in procurement flexibility options, continuous monitoring and identification of risks, so we are on the markets and having constant conversations around what is developing on a daily basis at this point, so.  


Earlier in our plan we talked about, you know, one-month sort of reviews and more sporadic reviews, but the way the market is presenting itself, it is a daily conversation.  So also continuous monitoring of our emissions.  


We are a system gas customer of Union's, so we are no longer procuring gas in the traditional sense, so that has allowed us some time to monitor emissions by more use of a consumption.  So instead of -- for purchasing gas, we have turned our focus to the impacts on what we'll do for carbon purchases.

We are concerned and considering seasonality of collections.  Being a small company, there is a lag on the time from when we consume to when we bill, so that can put some pressure on our purchasing behaviour, which we'll talk to in the confidential section of our plan.

But we've looked at the timing, and even looked at the prudence of the cost of borrowing, if needed, to flatten out the spikes.

Procurement activities are adjusted based on allowance price forecasts and, of course, emissions adjustments.

So we've identified a number of risks.  These particular set are market risks, so as we've seen a bunch of changes in California and some risk that the program may not go through, we've had some changes just in the last week which put a little more confidence on that program, and -- but that was -- that program itself, the linkage was identified as a considerable risk.

Risks, of course, the exchange rate and then the ability to procure enough targets at the prices that we deem appropriate.  And then of course policy risks, market movements related to changes in policy in the regulatory environment.

Then of course non-market risks, so our own internal risks, proper forecasting versus actuals, creation of variances.  Prudence, decision-making that we have identified.  We don't have the same number of resources that some of the major players do, so we've identified those and attended to those risks.  We'll explain how in the next few slides.

Internal cash flow, again, talked a bit about the lag on consumption to receiving the funds that would be in deferral for the purchase of those allowances, and particularly at the beginning of the program, that poses the most concern and could potentially lead to missed opportunity.

And of course, as everyone has noted, increased bad debt potentials and burdening around collections activities.

So there was a lot of focus paid to administrative costs by the utilities, and it got quite granular in the first few panels, the first couple of panels.  We're no different.  We have an evolving set of administrative costs and considerations.

So to my earlier point, we are a smaller group, and we wear many hats, so we're not all specialists, and therefore we quite often have to go out into the market and find that expertise, and as -- we were talking earlier about consultants -- or consultants, I understand that, but the consultants that we've engaged in a competitive process have proven to be quite expert in their market analysis and within their reach, across the North American market, so they -- so we are assured we won't lose opportunities.

So again, Blackstone Energy Services was who we selected through this process to, for the most part, help us with our analysis and purchasing strategies, including writing of the plan.

Most comprehensive services offering was one of the reasons that we chose them -- got a market-tested group in North American markets, so they have access to secondary markets, and they have expertise in energy management, so rather than just some of the bank players, they have day-to-day interactions with gas delivery and how the gas markets work themselves.  So a lot to do with forecasting.

And of course, they are having many conversations, as we all are, regarding abatement opportunities and the players in the market that can present abatement opportunities for energy.

And then of course one of the other reasons was final stability.

So measurement and reporting, what seemed quite simple has turned out to be a little more challenging for not only us but the other utilities, as evidenced by the previous panels, and some of the challenges revolving around the multi-rate classes, and rolling up line items into one delivery charge has created some additional IT costs and some additional burdens on staff reporting manually.

Significant increase in website cost developments with things like they -- website calculator tool that we currently have in development to give customers education in what they're spending on cap and trade dollars.  


And then legal costs, of course, incurring legal costs, not only for regulatory assistance, like today, but for guidance and of course for measurement of whether compliant to the plan itself on a routine basis.

And then of course considerable management time, so a lot of decision-making going around here at a time that everybody is well aware that we are in a midst of a sale, a rates case, and two major pipeline projects to add stability to our system, so a little bit spread thin in terms of that.

And then of course we have some considered customer education costs.

Fortunately we are in proximity to Union, and the most of the media outlets that Union enjoy fall -- those frequencies fall on our customers, so we do spend a little bit less on education costs.

So I'm just going to wrap it up with that and open the floor to any questions in cross.

MR. QUESNELLE:  I just have a question before we start on cross-examination, Mr. Rubenstein.

Mr. Lippold, you mentioned -- and this is going back on your slides to the plan highlights -- that NRG will not implement emissions reduction strategies at this time.

Would you expand on that a little bit as to what would change that would cause you to start or why you don't feel it's necessary at this time?  Like, it's just a general approach.  Why not and when would you?

MR. LIPPOLD:  So we will in 2018 once the investment fund comes into play --


MR. QUESNELLE:  Ah, okay.

MR. LIPPOLD:  -- and we have a considerable amount of time to engage our commercial customers --


MR. QUESNELLE:  Okay.

MR. LIPPOLD:  -- and see what opportunities they have for improvement and partnerships within that, but to be frank, we've been so focused on these activities with the resources that we have in making our submissions correct before we have adequate time to assess those opportunities, but we will be looking at those.

MR. QUESNELLE:  Okay, thank you.

Mr. Rubenstein, you had some questions?


Cross-Examination by Mr. Rubenstein:

MR. RUBENSTEIN:  Just a few questions to help understand the application.

Just so I understand, you -- in determining the cost that you are seeking to embed in rates as the compliance costs for customer -- for customer-related obligation, am I correct you have used a proxy price of $17.41 per tonne of carbon, which, as I understand it, I guess your forecast would have been with respect to -- I believe it's your medium risk forecast for what you had assumed the reserve price may have been in Ontario.  Do I have that correct?

MR. POON:  That is correct.  If you go to page 11 of 34 for the compliance plan, for the public record, we've also estimated a -- estimated minimal auction price or auction reserve price at 18.10 as well.  But to follow the Board's requirements for making the compliance plan, we've gone with the procurement cost of $17.41, based on the futures tariff from ICE at the time of writing the compliance plan, as well as a futures curve for the exchange rate.

MR. RUBENSTEIN:  And as you are aware, in Ontario the March auction, their results came in and I believe the settlement price was $18.08.  Is that your understanding as well?

MR. LIPPOLD:  That's correct, it is 18.08 means.

MR. RUBENSTEIN:  And am I correct that you are not seeking to amend the application to change the price to reflect that?

MR. LIPPOLD:  It is a single year, so at this time, no.  But we will be addressing that in our next plan.

MR. RUBENSTEIN:  As I understand it, you are seeking approval of a deferral account to track the difference between your forecast revenue that you will collect and your actual costs from the revenues you will need to have collected based on what will actually transpire in the year.  Do I understand that correctly?

MR. LIPPOLD:  Two deferral accounts; one for the large final emitter for facilities charges and then the other for remaining customers.

MR. RUBENSTEIN:  When would you be seeking, or in what process would you be seeking to dispose of that account?

MR. LIPPOLD:  On an annual basis, we would look to dispose of those variances, as you would with your other variance accounts. 

Sorry, maybe I'm not -- could you ...

MR. RUBENSTEIN:  Sure, I'm just trying to understand.  Compared to Union and Enbridge, there was some discussion in the previous panels of what the timing is for this. 

So would be this be when you dispose of other accounts?  Would it be when you file your -- would the 2017 balances be disposed of when you file what I guess would be the 2019 compliance plan?

MR. LIPPOLD:  That would be correct, yes.

MR. RUBENSTEIN:  And as you can understand, there may be some large balances in those accounts based, on what actually -- what actually occurs during the year and the forecasts.

Do you have any plans to notify the Board earlier than the 2019 compliance filing, if there is a large balance in that account?

MR. LIPPOLD:  We have not considered that yet.  We did the delta on that calculation to see what the cost could be, how much would be in those deferral accounts on a worst-case scenario, and it wasn't a considerable amount of money by comparison to some of the larger Union customers. 

You'd have to put into perspective on the volumetric charges.  So we don't have a lot of large industrial customers.  It is predominantly, as evidenced by the slide, small commercial and mostly residential customers.

MR. RUBENSTEIN:  When you plan to dispose of the account, do you dispose it by rolling it into future amounts, or would it be a one-time adjustment to customers' accounts?

MR. LIPPOLD:  We specified in one of the earlier IRs 

-- that would be page 17 of 18 on public IRs to Board Staff E1, so dispose of balance by way of rate rider, shown on a separate line item, over a one to twelve month period, depending on the amount, so to smooth the rates.

Carry forward any balance when determining the cap and trade rate for the next twelve month period.  So it is just reinforcing that it is an annual disposal and if it's a reasonable sum for a customer to get back immediately, we could do it as a one time.  But we typically do rate riders.

MR. RUBENSTEIN:  As I understand, while we have the proxy price per tonne of carbon, we don't -- for the public record, we don't actually know what the actual plan of energy is, correct?  That is strictly confidential information, correct?

MR. LIPPOLD:  Yes, that's correct.

MR. RUBENSTEIN:  With respect to your administrative costs, am I correct that you are actually seeking approval and disposition of your forecast $100,000 in 2017?  I'm looking at page 30 of...

MR. LIPPOLD:  At the time of writing the plan, that was our initial forecast for administrative expenses.  We expect that to actually increase.

MR. RUBENSTEIN:  Just to be clear, as I look at page 30, am I correct that you are seeking approval in this application for $100,000?

MR. LIPPOLD:  Yes.

MR. RUBENSTEIN:  And are you seeking as well, in either of the two deferral accounts that we've talked about, the ability to record variances from that $100,000?

MR. LIPPOLD:  We hadn't planned on that.  But as this evolves, the answer would be yes to that in the next plan.

MR. RUBENSTEIN:  Now as I understood it from Union, they were not seeking approval.  Since it is a new year, they are not exactly sure -- you know, they may have a forecast of costs, but this is new for everybody and so they're not seeking approval of any amount.  Is that something you would consider?

MR. LIPPOLD:  No, we are -- let's just say we are smaller and our resource planning is a little tighter, and we have a lot less complexity.  So I think our costs will be much more easily defined this year and be able to start looking at that variance earlier than the year.

MR. RUBENSTEIN:  Lastly, you mentioned that you expect the costs will actually be higher than the $100,000.  What is driving the higher forecasts?  What areas of your administration costs do you see higher than you originally forecast?

MR. LIPPOLD:  Particularly in IT, we are seeing significant changes.  We are in the process -- so we are at the end of a two-year project implementing a new software system that was meant for measurement and for customer service, and field service delivery and those sort of things.  But it is a rather large project that started well before the timelines of cap and trade.

Now we are having to reverse some of the ways that we report, or plan to report, or design reports in that system to compensate for rolling up the single charge into delivery.

It is counter-intuitive to the system, so that's one of the major drivers of change, you know, rewriting the software to account for that.  So that was not taken into consideration in the earlier plan.

MR. RUBENSTEIN:  Thank you, those are my questions.

MR. QUESNELLE:  Thank you, Mr. Rubenstein.  Anyone else have any questions?  Board Staff, any questions?

MS. DJURDJEVIC:  Staff has no questions for this portion of the hearing.

MR. QUESNELLE:  Thank you very much.  Thank you very much, Mr. Lippold.  That concludes the public portion.  
--- Whereupon the hearing concluded at 11:35 a.m.
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