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Tuesday, April 24, 2018
--- On commencing at 9:34 a.m.

MR. QUESNELLE:  Good morning, Ms. Seers, any preliminary matters to deal with this morning?

MS. SEERS:  None from Union, thank you.

MR. QUESNELLE:  Okay.  All right.  I believe we left off with Ms. Grice.  You were going to be up next.
UNION GAS - PANEL 1, resumed

Cheryl Newbury,
Harris Ginis,
Sue Flaman,
Steve Dantzer,
Francois Trofim-Breuer; Previously Affirmed.
Cross-Examination by Ms. Grice:

MS. GRICE:  Yes, thank you.  Good morning, panel.  I'm Shelley Grice representing VECC, and I have a compendium that we need to mark as an exhibit.

MS. DJURDJEVIC:  That will be K2.1.
EXHIBIT NO. K2.1:  VECC CROSS-EXAMINATION COMPENDIUM FOR UNION PANEL 1.

MS. GRICE:  So I had some questions regarding Union's proposed FTEs, and a lot have been answered yesterday, but I just had a couple that I just wanted to follow up on.  If we can please turn to page 3 of VECC's compendium.  And we established yesterday that although 12.5 FTEs were in evidence the current forecast for 2018 is 11.25, so I wanted to ask, within that 11.25 complement now, are there any vacancies?

MR. DANTZER:  Within the 11.25 there are not any vacancies.

MS. GRICE:  Okay.  And then in terms of the difference between the 12.5 and the 11.25 have positions been deleted?

MR. DANTZER:  The positions have been -- the costs have been removed from inclusion in the GGEIDA for 2018 purposes.

MS. GRICE:  But if I look at the contents of Table 1 that begins on page 1 of VECC's compendium, that information is out of date, so I guess what I'm looking for is an update to table 1 to show where the change is with respect to the positions.

MR. DANTZER:  Yeah, sure, I can speak to it if that works.

MS. GRICE:  Sure.

MR. DANTZER:  So at the top of the table, Table 1, so under "cap-and-trade team", so manager cap-and-trade, that's one FTE.  That position is no longer included in the costs for 2018.  Then near the bottom of page 2 of the compendium under "distribution business development", the director, distribution, business development, and strategic accounts, 25 percent allocated to cap-and-trade.  That position is not included for purposes of 2018 costs.

MS. GRICE:  Okay.  That's great.  Thank you.

If we can please turn to page 4 of VECC's compendium.  And what this table here shows is the work that was put forward in 2017, and my understanding is that those activities that are shown in the table here were selected before Union's abatement construct was in effect.  Is that true?

MR. TROFIM-BREUER:  They were selected in parallel with -- so some of them were a little bit before and some of them in parallel with the time when the -- if I recall correctly, with the time when the abatement construct was built, so summer of last year.

MS. GRICE:  Okay.  So all of them would have been put through what Union now describes as its rigorous selection and project management approach?

MR. TROFIM-BREUER:  Yes.

MS. GRICE:  Okay.  Thank you.

Can we please turn to page -- actually, this is a section that I failed to have in my compendium, but I've given the reference to Union.  Can we please turn up Board Staff 21.  I'm looking at pages 4 and 5.

And what these two pages show are the list of activities that are part of the 2018 compliance plan.  And there was a lot of discussion yesterday about recognizing the work that other parties are doing related to the same or similar technologies that Union is pursuing.  And I wanted to understand, in terms of Union's abatement construct, where the role of the work of other parties is considered, because I've gone back, I've looked at the guiding principles and the initiatives funnel process and the description around those activities, and I didn't see anything that speaks directly to recognizing the roles others play in advancing the same or similar technologies on the path towards commercialization, because it may be that some of these barriers to adoption have already been figured out.

So I just wondered if you could just explain a bit more about your process to do this.  Do you provide specific instructions to your Staff, a formal checklist, something of that nature that ensures that this step is part of the process?

MR. TROFIM-BREUER:  Yes, I can do that.

If you could go to page 2 of that document, so OEB Staff 21.  In there, in paragraph number 3, where we talk about the emerging technologies, we are talking about the market scan in the technology -- so that market scan consists of looking at a different -- what is the information available in the market at that point.  It can be information from technology providers, it can be information from universities, it can be information from research institutes, and it's based on the information from those institutes and more, that an opinion is formed in
a -- in a -- strategies formed with respect to the -- with respect to any specific technologies.

And if I could bring up Undertaking JT1.31.  If you could please go a little bit lower, where it shows the beginning of the response.  As you can see there, we're talking about the example I was giving a little bit earlier about research and studies.

This is a good example of what we've done with respect to micro-generation.  So we've looked at, you know, meetings with different research, so we've done meetings with different researchers.  The example I was giving in this particular case is Dr. Evgueniy Entchev from the NRCan.

We've attended a number of conferences and workshops with manufacturers.  We've attended a workshop.  On the next page, on page 2 of 3, you can see at the top there we've attended the Energy Solutions Centre Micro shop -- Micro CHP workshop, and they are -- this is a -- it's a centre in the United States who is looking very closely to, you know, gas technologies, and micro-generation was -- and micro CHP was a real focus in 2016, so we've attended that, and it's -- and we have got numerous other examples.

It is those type of activities that enables us to determine whether or not there is merit in pursuing a technology and under what conditions we should do it, and specifically, to your point also, this is where we can recognize whether there is a merit in investigating even though some research -- other research organizations might be deploying the same efforts, because it's really important to understand that sometimes technologies may operate in a certain way, in a certain jurisdiction, but would operate completely differently in our jurisdictions, for a number of very obvious reasons.

So for -- like, for example, what the composition of the energy stack might be in Ontario relative to, you know, even in Alberta, in our own country.

MS. GRICE:  Okay, thank you.

So just based on what you've said, is it possible then that through your market scan that you could research a technology that is well down the path of commercialization that fits with Union needs that you could accelerate through your initiative funnel and move to an implementation stage?  Is that a possibility?

MR. TROFIM-BREUER:  That would be a possibility, and if -- of course, we haven't gotten there yet.  We hope to get there, but we would -- as soon as we see something that would be of benefit for the Ontario ratepayer -- ratepayers, any commercially viable technology in another jurisdiction that we could make available in this -- in our province, I would -- absolutely we will do that.

MS. GRICE:  Okay, thank you.  We don't need to turn this back up, but just with respect to the projects that are there for 2018, so for all of those projects, your market scan has included a thorough recognition of what else is commercially being advanced out there?

MR. TROFIM-BREUER:  So to the -- okay, so to the extent possible.  There are certain -- there are certain technologies out there that are so early stage that you can't -- so we don't have the same level of depth in terms of available information like we would have for micro-generation.

Probably a good example would be the carbon capture, residential carbon capture technologies.

There is no such thing right now -- there is only one technology actually of residential carbon capture.  It comes out of Calgary.  It has been developed in Canada.  There is nothing else out there, so you wouldn't find the same level of information available.  But in terms of the thoroughness that we are applying to find the relevant information to make an informed decision, it is the same level for everything.

MS. GRICE:  Thank you.  One last question on one of your projects, your building skins project.

MR. TROFIM-BREUER:  Yes.

MS. GRICE:  That's a project where you were working with MaRS and you have a pilot project planned.

Is Enbridge involved in that project with you?

MR. TROFIM-BREUER:  Absolutely.  So they are involved with us.  They haven't participated in the cost of the workshop and everything else, because that's something that we were -- that we are taking care of -- we took care of, which is a good way, to, you know, use our funds.  But they were involved.

The reason they were involved is because we believe that the building skins has a tremendous opportunity for Ontarians.  As I explained yesterday, building skins can represent an opportunity that could be applied across all market sectors if we do it the right way, and I think, in the context of having access to the largest information in terms of the province, I think it was important to work with Enbridge and that's why we did that.

MS. GRICE:  Thank you.  I'm going to move on to a different area now.  Can we go to page 14, please, of VECC's compendium?

I'm looking at table 3.  Am I understanding what this is showing is that Union used the MACC report that was released by the OEB, and then determined if there was any in incremental cost-effective metres cubed of greenhouse gas abatement beyond the targets that were identified in the 2015 to 2020 DSM plan.

Looking at the table, I believe the conclusion is that we'll just look at the mid-range of the long-term carbon price forecast of 35 million cubic metres of potential that the residential DSM plan at 20 million metres cubed of potential shows that Union is planning to achieve only 60 percent of the residential savings that the MACC has suggested were cost effective, and that there is an additional 40 percent of cost-effective abatement opportunity.  Am I reading that table correctly?

MR. GINIS:  Yes, that's correct.  So the table you are referring to compares the opportunity identified in the MACC between 2018 and 2020, and compares it to what our 100 percent DSM target forecast results are.  And you are accurate that in this instance, in this sector, the MACC does identify incremental abatement here.

I think what we talked about yesterday was that overall, the MACC identifies less abatement than what we are pursuing through our DSM Framework.  In terms of that gap, we went deeper to identify what that gap represents and we provide that -- it is actually in your compendium, but at Exhibit B.Staff.31 -- to try to see what that gap was, and we've categorized it in three separate areas in that IR.

MS. GRICE:  Can we move to that IR now, page 13 of -- sorry, VECC's compendium?

MR. QUESNELLE:  Could we have the screens reformatted so that we've got the expanded view?  I'm not sure if we've got a technical problem this morning.  We can carry on.  It is just that some people are straining here.  I don't think it is just me.

[Laughter]

MR. POCH:  All of us over twenty.

MS. GRICE:  So there is a table there that shows the makeup of the 20 million cubic metres of DSM that's in the 2015 to 2020 DSM plan, and it shows the breakout by year.

So it shows the residential home rebate offering which is the lion's share, and then the low income offerings excluding the low income multi-family offering.

We talked about this yesterday, that the 2018 compliance plan includes an enhancement to the home reno rebate, that the government has provided $42 million and in your plan, you've included 7 million cubic metres of greenhouse gas abatement.

But in terms of the low income residential offerings, there are no enhancements in your 2018 compliance plan.  And given that there is incremental opportunity and savings potential that has been identified in the MACC, I just wanted to understand why Union hasn't pursued any enhanced DSM offerings as part of the compliance plan.

MR. GINIS:  So I think that goes to the analysis that we provide here, so I was speaking to that gap between what we are doing in the DSM and what the MACC identifies, and there is a gap there.

So part of the gap was identified as behavioural programs.  So that is one potential that could be a program to run, whether it is for low income or residential.  We typically treat residential and low income customers the same in the sense that they their dwellings are similar, except that a low income customer, an income qualified customer would have more lucrative incentives.  For example, we would provide full cost of insulating their home as opposed to a rebate in residential.

So I think what we have to do to assess that is look at what those individual components could be for low income customers, I think to answer your question, and that's what we've done.  I can go through that in more detail.

MS. GRICE:  I wanted to talk about those next.  But what I was more interested in was the existing low income offerings.

So if we look at the table on page 13 of the compendium, it shows the existing programs, it shows the existing achievements.  We've just discussed that there is been an enhancement made to the home reno rebate, but in terms of the existing low income offerings.  So not the gap between the MACC and what Union is currently doing.  But with respect to the existing low income offerings, was there not a potential to enhance some of those, for instance, increasing participation rates?  Was there nothing more that could be done with the existing programs that could have been included in the compliance plan?

MS. FLAMAN:  In response to your question, I think I'd like to just step back and highlight that as we consider energy conservation within the DSM Framework, we absolutely have to use the tools.

That said, as you look at energy conservation programming, be it for low income or any residential, you need to step back and make sure that you consider all the aspects of energy conservation, so where there would be market uptake, where there may be market saturation, what technologies may work.  So it's a rather fulsome approach to energy conservation versus saying, okay, now we're going to do this measure to the market.

And if you talk about low income -- and I mentioned this yesterday from a risk perspective as we really do strive to balance compliance for our cap-and-trade framework or the cap-and-trade plan -- from a risk perspective, we need to keep our eye on where those government dollars are flowing, and to make sure that we will have the market there when we deliver additional programming into the market.

From a social housing low income perspective, we saw, subject to check, in the order of -- I believe it's $600 million flow from GreenON, or CCAP funding anyway, into the market, into the low income area.  So we do consider that.

I would say that we have been driving forward to meet our scorecard targets as well for low income, and have been very successful in delivering those.

MS. GRICE:  Okay.  So I just want to confirm, then.  The difference between the 20 million cubic metres that's included in the DSM currently and the 35 million cubic metres that was identified in the MACC, so that gap, that 15 million cubic metres, is not part of your compliance plan; there is nothing in there that addresses that?

MS. FLAMAN:  Correct.

MS. GRICE:  Okay, thank you.  And then if we -- I just want to ask a couple of questions about the incremental DSM activities that you alluded to that's part of Board Staff 31 that speaks to sort of three buckets of offerings that are not currently in DSM but were in the MACC, and there's -- I don't want to go into the details of those, but there is discussions about, that it will continue to be assessed.  And I just wanted to ask you, when do you plan on assessing what the potential is for those activities, what the timing is?

MR. GINIS:  So without going into the detail, I think it is provided here, and to add to Ms. Flaman's comments about the gap that's there, these are specifically the things that are the gap.  And we describe for each of them, if they are going to be pursued, how they would be pursued.

So I don't think it's necessarily completely accurate to say that it is not being pursued.  I think you are correct that it's not in our compliance plan, but, for example, behavioural is something that was denied by the Board through our OEB framework.  We understand that GreenON will be funding programs, and we have an estimate of that being in the range of 2- to $4 billion between 2017 and 2020.

This could potentially be something that they pursue, so to Ms. Flaman's point, it is not in our compliance plan, but that's because we didn't think it was prudent to include here, given that it's being pursued through other venues, potentially.  Same thing with adaptive thermostats.  We know GreenON is pursuing that.  They have a program out there.  They have already spent, I believe, $40 million on a direct install adaptive thermostat program.  We have also included that as an application to acquire more funding through the DSM Framework, through a DSM interim review.

So in terms of timing, I think, it's dependent on how the government will actually roll these things out.  We expect that to happen pretty quickly, and then through our DSM process as well.

MS. GRICE:  Is it possible that you would consider any of these incremental DSM activities as part of your 2019 compliance plan?

MR. GINIS:  I can't speak to the 2019 compliance plan specifically.  We haven't looked at that yet, but obviously it is part of this process to assess that.

MS. GRICE:  Okay, thank you.  I just want to follow up on the home reno rebate discussion that we had yesterday regarding the additional $12 million that's been added to the Green Investment Fund for home reno rebate.

So if we could turn to Exhibit 3, tab 1 -- no, yes, Exhibit 3, tab 1, page 4, please.  So the very bottom of page 4 there are footnotes.  Sorry, so could you go to the footnotes, please, at the bottom of page 4.  Sorry, it's just not up on the screen and it's not in my compendium.

MS. FLAMAN:  We've got it.

MS. GRICE:  Oh, you've -- okay.  I'm -- okay.  so what the footnote talks about is the $42 million that the government has provided for home reno rebate.  The forecast is shown in footnote 4, which is that in Union's evidence a reduction of 7,035,000 metres cubed has been included.

You state here that you updated the value -- you updated the value to 8.82 million cubic metres, but it was not material enough to update the 2018 compliance plan.  So I want to ask:  With the additional $12 million that we discussed yesterday, are we now at a point of materiality where that Green Investment Fund for -- greenhouse gas amount that's in your forecast needs to be updated?

MS. FLAMAN:  For clarity, it was 15 million, so --


MS. GRICE:  Oh, I'm sorry.

MS. FLAMAN:  -- not 12 --


MS. GRICE:  I'm sorry, 15.

MS. FLAMAN:  And then, to your point, yes, we do re-outlook our forecast monthly.  This note was included in the plan before we knew about the additional 15 million and the opportunity it would provide for greenhouse gas emissions reduction, so we will update our outlook to address that.

MS. GRICE:  Okay.  And that would be Exhibit 2, schedule 1 of your evidence, the table there that shows the customer-related forecast and includes the Green Investment Fund volume?

MS. FLAMAN:  Yes.

MS. DJURDJEVIC:  Could we make that an undertaking.  This will be J2.1.
UNDERTAKING NO. J2.1:  TO UPDATE THE GREEN INVESTMENT FUND FORECAST AT EXHIBIT 2, SCHEDULE 1.

MS. SEERS:  Okay.  And just so I have it clearly, the undertaking is to -- just, if you'd give us one moment, please.

MS. GRICE:  The undertaking -- do you want me to say it?

MS. SEERS:  Sure.

MS. GRICE:  Yes, okay.  The undertaking is to update the Green Investment Fund forecast at Exhibit 2, Schedule 1.

MS. SEERS:  Correct, we'll do that.  Thank you.

MS. GRICE:  I realize I'm over my time, and I'm nearing the end.

MR. QUESNELLE:  Thank you.

MS. GRICE:  Okay.  Thank you.

Could we turn to VECC compendium, page 5.  And this is a table that shows the list of meetings that Union has had with Enbridge and GreenON.

And if we can turn to page 6, the very bottom.  There were two meetings where Union and Enbridge participated in the meeting with GreenON and the Ministry.  In the first meeting on January 19th the issue of Indigenous and smart thermostat direct install for low-income customer programs was discussed and how collaborating with utility DSM program delivery can help to maximize incremental greenhouse gas reductions.

Can you just please provide the context for that meeting and the outcome of that meeting?

MS. FLAMAN:  From a context perspective and as we've talked about, 2- to $4 billion of CCAP funding is entering the market from -- for energy conservation.

We are actively engaged with the MOECC and GreenON in collaboration with Enbridge to see how we can further collaborate to deliver energy conservation into the market with our existing DSM programs and build on those and avoid duplication.

This meeting on January 19th, I can't, subject to check, guarantee that I attended, but I did go to a number of these meetings.  But we did -- we have been actively engaged proposing Indigenous and smart thermostat direct install programs for our low-income customers.

Indigenous is within our low-income program.  It is -- Indigenous customers are included within our low-income program.  We are actively focused on how to deliver the best optimum programming to the Indigenous communities, and this would have focused on that, that we would have talked about how to build on our programming using GreenON dollars.

From an outcome perspective we had no -- it was -- the meeting achieved two things:  We were trying to educate GreenON and the MOECC on what we can offer, what our programs offer, and how we can work together, and there was -- we agreed that we'd share the information.

MS. GRICE:  So there is no plans to have a program that would be delivered in 2018?

MS. FLAMAN:  We have an Indigenous program that is delivered, as well as a low income program that is delivered in 2018 associated with our DSM programming.  There was no plans to use GreenON dollars to further incent those programs and build on them.

MS. GRICE:  Thank you.  Just in terms of market penetration rates for low income offerings, could you describe the current status of that for me?

MR. GINIS:  Are you asking through your DSM programs?

MS. GRICE:  Yes.

[Witness panel confers]

MS. FLAMAN:  I don't have the specific numbers for our low income programming performance today from our DSM Framework.  However, I can say that we are on track.  We monitor our targets in accordance with our scorecard and what the framework has set out, and we are on track to deliver those for 2018.

MS. GRICE:  That's helpful, thank you.  As my last question in this area, I just wanted to ask if Union has done any recent research, consultation, or analysis to better understand any barriers to adoption for low income customers.  Is there anything new that has been done?

[Witness panel confers]

MS. FLAMAN:  Again, I can't speak to specifics for the low income DSM program.  I can tell you that we do continually monitor what the market is doing.

We also research different technologies, as we've heard, and look for opportunities to collaborate with other stakeholders on how to build on programming that we are offering into the communities.

MS. GRICE:  Okay.  But there hasn't been anything done specific to low income?

MS. FLAMAN:  I can't confirm that one way or the other today.

MS. GRICE:  Okay.  And then I just have a question regarding what is being asked to be cleared in this application, and you established yesterday with Mr. Rubenstein that 26 balances in the cap-and-trade deferral account are being cleared.

I just wondered why 2017 is not asking to be cleared.

MR. DANTZER:  So at the time of preparing the compliance plan and filing the compliance plan, we did not yet have a full year of 2017 data to include in the plan. So therefore, it's our expectation that 2017 would be included as part of the 2019 and 2020 plan.

MS. GRICE:  Do you have the full year of data now for 2017?

MS. NEWBURY:  Subject to check, I would say yes.  However, again, it is not part of this proceeding; it would be part of a future proceeding.

MS. GRICE:  Okay, thank you.  I just have one last question.

MR. QUESNELLE:  Go ahead, Ms. Grice.

MS. GRICE:  Thank you for your indulgence.  Page 23 of AMPCO's compendium, please -- I'm sorry, VECC's.  Sorry about that.  There is no difference.

I've gone through the evidence and I understand that you used the conservation potential study along with the MACC.  But most of what we've talked about today in terms of opportunities has been around what's currently being done within the existing DSM program, and then what the difference was between that and what was identified in the MACC.

This table is in the conservation potential study, and I just couldn't find anywhere where I could see how this table was used in your analysis.  Could you just help me with that, please?

What this table shows is, under various scenarios, what the potential savings are compared to the spending for low income residential customers, and then the achievable potential savings.  I just wanted to understand how this was used.

MR. GINIS:  Sure. So for the benefit of the Board Panel, I think we should discuss the CPS, specifically what this is.  This is what you are referring to, and we did do two types of analysis.  We used the MACC, and we also used the CPS.

The MACC was identified in the Board's framework as the principal tool to be used in this proceeding.  The CPS was developed in advance of the cap-and-trade framework, and it was developed specifically for the DSM Framework.

Perhaps we could pull up the CPS study itself, the very first page, page (i) of the executive summary?

MS. SEERS:  For the record, that's Exhibit KT1.5.

MR. GINIS:  So if we look at the first half, if we scroll down a little bit, we'll see here that this study was developed to inform the natural gas DSM program design, to inform the 2015 to 2020 DSM Framework, and et cetera.  It also discusses how cap-and-trade initiatives were not included in this assessment, as it was obviously before that was created.

There are certain things, I think, with the CPS that render it not the most appropriate tool for this framework.  For one, the Board had a consultant create the MACC based on the data from the CPS, but not from the results of the CPS.  So a significant amount of work went into create the CPS with the utilities, with the stakeholder group; I believe it was back in 2015.  And rather than replicate that, the Board and Board Staff and a consultant -- actually the same consultant that created the CPS -- took that data and developed a tool specifically for this framework, which was the MACC.

The differences between the two, I think I can't speak to that in too much detail because it was the Board's consultant that created it, and I think they could probably speak to those differences better than I could. But for one, the CPS uses TRC to screen for potential.  So that opportunity that you pointed to on page 23 of your exhibit has annual savings there, and that annual savings was screened using TRC.

We know that in the Board's framework, it said that TRC was not an appropriate tool to be used and the MACC does not use TRC; it uses UCTS, as Mr. Neme's evidence has identified.

The other item with the CPS that is important to understand is that because it was created for a different framework, it uses a different -- what I would consider risk profile to achieving savings.

So if we can go to back to the CPS, on page 11 at the bottom of the page, you will see here that there are two bullets and these are the supply curves or adoption rates that are used in the CPS.  There's the business as usual and then there's an aggressive case.  And throughout the CPS, these two approaches and these two supply curves were used to model the savings that you are referring to in your exhibit that has been screened with TRC.

In the MACC, it does not consider the aggressive case, and you will see the description of the aggressive case here.  It says that that an aggressive program case with best-case participation and high assumptions of program activity.

So when the Board's consultant had taken the data from the CPS and translated it to a tool specifically for this framework, they took an approach that didn't include those best case participation and high assumptions of program activity.  And the reason for that -- and we touched on this a bit yesterday; Ms. Flaman discussed the risk associated with that type of approach.  So for energy conservation programs, obviously it hinges on the customer actually taking up the technology.  And so the savings that you pointed to in the CPS include those higher assumptions, which, in our opinion, are not appropriate for a compliance plan because if the customer does not uptake the program using these assumptions, you could result in a less cost-effective compliance plan, and that's because you would have sunk costs to deliver the program.  If it doesn't come to fruition using these aggressive results, you'd have to purchase compliance instruments, otherwise, perhaps later in the year, and therefore using that type of approach we don't think is appropriate for a compliance plan.

What is appropriate is to use the approach that the MACC does, which, they use realistic adoption rates to identify what are the approaches that are appropriate for this type of plan, and that's what we compared to our DSM Framework, to show that our DSM Framework -- and I think it's because it is such a robust framework that has existed for 20 years, and as I mentioned yesterday, we have between the two utilities approximately $700 million of funding over six years for that.  That approach surpasses overall the approach taken in the MACC.

MS. GRICE:  Okay.  One last clarification question.  Page 14 of AMPCO's -- I'm so sorry, VECC's compendium.  Down at line 19 it says -- this is where you talk about what the potential is compared to MACC, and then at the very last sentence it says:
"As a result, Union looked to the CPS..."

So the conservation potential study:
"...and determined that incremental abatement exists."

MR. GINIS:  Yes.

MS. GRICE:  Is that just a confirmation point?  It is not another additional amount of savings; that's what I wanted to clarify.

MR. GINIS:  Yes.  Thank you, what I would refer you there is in our original evidence, Exhibit 3, tab 4, schedule 1.  And so we've talked about the MACC and the assessment that we did with the MACC as a principal tool -- that's why we use the MACC -- we also did look at the CPS, and that's what the schedule here shows.

What we looked at this, knowing that those results are not appropriate for -- to be used directly for this compliance plan.  We looked at it simply to see that if you did take that aggressive approach -- and you will see at the bottom, line 5, going from the constrained approach to the unconstrained approach, and the con -- the unconstrained approach includes all aggressive approaches for everything -- we compared the cost to take that approach to the cost of purchasing compliance instruments, and you will see for that example in the bottom right it's $119 per tonne.  So you can see that.

Essentially what we did is we compared that to the long-term carbon price forecast to show that that approach specifically would not be more cost-effective than purchasing compliance instruments.

MS. GRICE:  Okay.  Thank you.  And those are the -- that's the end of my questions.  Thank you very much.

MR. QUESNELLE:  Thank you, Ms. Grice.  Mr. Gardner?
Cross-Examination by Mr. Gardner:

MR. GARDNER:  Thank you, Mr. Chair.  Good morning, panel.  Matt Gardner, counsel for LIEN.  I just want to start with a question building off what Ms. Grice asked about the behavioural initiatives, and I know that's been spoken to as of yesterday as well.

What happens if -- because it's potential, you said --if the GreenON funding doesn't actually happen, there are no behavioural initiatives or programs pursued through that funding?  What's Union's plan for reviewing that, watching that, and potentially considering a behavioural program specifically for low-income but maybe for residential in general as part of its next compliance plan?

MR. GINIS:  So the behavioural program specifically -- and information is provided at Exhibit B.Staff.31 on
this -- was a program that we did pursue through our original framework in 2015.  It was denied by the Board.  The Board felt that it wasn't at the time a good use of ratepayer funding to fund that type of program.  So that decision was provided to us just two years ago, and so we didn't think it was appropriate to reintroduce that offering without any new evidence that would change potentially that decision from the Board.  And so that's essentially why in this compliance plan we don't have behavioural included in it.

MR. GARDNER:  Are you reviewing, two years later or soon to be three years later or even four years later, what might have changed, talking about, for example, market penetration and uptake by low-income customers and perhaps as a re-evaluation of whether a behavioural program might now have legs, might have traction, maybe it's a nuanced program?  Is that something that you are going to be looking at or are looking at now?

MR. GINIS:  Yes, and I think what we suggest that how that happens is through the DSM Framework, so this current framework will end at the end of 2020.  We will hope that there is a new framework post-2021 that the Board would initiate, and through that process, similar to the process that we went through for 2015 to 2020, we would reassess everything, because that's typically what we would do when we have a DSM Framework proceeding and we put forward our application for what our energy conservation programs should be.

MR. GARDNER:  Thank you.  I have a number of questions about the building skins, building envelope system initiative.  I know it's in its infancy, but the questions, I think, relate to exactly that, because I know it's in stage 1, but the first question is, so that I can understand it better, it's reference to both building skins and building envelope systems in the materials, sometimes together, sometimes separate.

Is Union, in its infancy, looking at both of those types of initiatives?  I see them as potentially different.  Building envelopes might have to do with insulation and may not actually include a wrapping of a house or a building.

MR. TROFIM-BREUER:  So we are looking at both.  To give a little bit of a description of the workshop that we've done with MaRS, what we did, we organized a design share ed (ph), where we've invited key industry leaders from the building industry, from NRCan, where they have sort of a similar project that has started, but that's more directed to multi-unit residential buildings.  We've invited people from the industry who are working, like, in the -- so windows, insulation types, and stuff like that.

So what we did was we put together a set of criterias that would qualify an RFP that would enable industry participants, potentially architects, to take a look at what the building envelope or a building skin could look like and say, "Come forward and propose a solution."


The part that -- and the reason why we went this way was to make sure that we have a set of reasonable criterias that would lead to a technical solution that can be then -- that can be then tested.

And we looked from, like, technical criterias in terms of, you know, the kind of cost that we're looking per square foot, the kind of behaviour under different temperatures, the -- what kind of insulation you need to put in, any fire requirements that might be applicable and type of materials or installation and many more, so -- because we wanted to make sure that we are looking at that.

So that workshop resulted into a confirmation and evaluation of those criterias.  The next step is going to be to go out to the -- and put that RFP together.

One of the important elements there was, as I mentioned, is cost, and the reason why it's cost, it's because today in Canada if you wanted to, you know, put a new skin around your house because it is too old and it's too drafty and, you know, you can't move from one place to another, and you want to revamp your house today, you can do it, but it costs -- it can cost anywhere between $50,000 to $100,000, and sometimes even more.  So the solution is available, but it's extremely expensive.

Experience in Europe, in Holland and in particular in Germany, where I come from and where I actually had first-hand experience with that, is that he can do a system like this within 10- to $15,000, which I believe it's an amazing opportunity.  That's why I so -- that's why I'm so excited about this opportunity for Ontario, because if you put something into the 10- to $15,000 area that you can come up with a solution like this, then, you know, that's what I was referring to yesterday and even this morning when I was talking about the fact that we are trying to make this as available to the largest market possible.

And it has a -- I think it has also, if I may say so, a personal resonance to me.  I think it's important to have -- when you think about people who are living in houses that are older,  unfortunately there is also a correlation with income.  Typically these people are the people that have less income.  They live in houses that is are draftier, so they are actually the people that need the most this type of solution.  So that's why we believe that the building skin is such an amazing opportunity.

MR. QUESNELLE:  Mr. Trofim, excuse me.  I think the question was is there a technical difference between a building envelope and the building skins.  I think if you could maybe get to the point of that.

MR. TROFIM-BREUER:  Yes, I was getting to the point.  Sorry, I am passionate about this point.

MR. QUESNELLE:  I recognize that.


MR. GARDNER:  You are answering many of my questions as you go.

MR. QUESNELLE:  I was hoping that was the case.

[Laughter]

MR. TROFIM-BREUER:  I have the gift of foresight.  Sorry about that.

So the answer is that we are looking at both.  The technical criterias that were put forward in the workshop and that will come up as part of the RFP will result into potentially a number of solutions.  So not only are we looking at one, we are looking at three to four to five potential solutions that is will all be tested, and they will address both building skins and building envelope solutions.

And they will also include the interplay with the actual mechanical system that you actually need to put in place, simply because you have to address other elements that are important.

MR. GARDNER:  Thank you.  Is there a specific breakdown or a sense of how much of this technology might be aimed at multi-family high-rise type residential versus single family homes?  I mean, you talked a lot about single family homes.

MR. TROFIM-BREUER:  We're looking at anything from MERBs through to residential.  In terms of high rises, there is already an industry out there.  It's called cladding, and that's happening already.

MR. GARDNER:  Okay, good.  I just want to get a sense of funds spent to date, just because I think I'm confused and perhaps others aren't.  But JT1.17 -- we don't need to turn it up, I don't think -- but it confirms that 35,000 has been spent on this initiative so far in 2018, but an additional 90,000 was spent in 2017, getting the gears going to figure out this program?

MR. TROFIM-BREUER:  That's it.  And the 35,000 this year were associated with the workshop at MaRS.  The remaining of the funds are foreseen for preparing the RFP, conducting the RFP, and identifying what needs to be done for the pilot projects.

MR. GARDNER:  And is the plot project then the first next step to be funded by the LCIF as opposed to Union individually?

MR. TROFIM-BREUER:  Yes.

MR. GARDNER:  Any idea when the pilot project will start?

MR. TROFIM-BREUER:  No, not at this point, simply because we will put the RFP out there and we -- it will depend quite a lot on the number of people that are participating.  It will depend a lot on how -- what type of solutions they come up with.  So we don't know.

We will focus the remaining of the year -- the remainder of the year on making sure that we conduct the RFP to identify the solutions.  And then as we move on based on that, we'll be able to identify how much that will take.

MR. GARDNER:  What do you project the building skins/building envelope initiative will look like when you present it in your next plan?  Will it be stages 2 and 3 right into implementation within the 2020 timeframe?

MR. TROFIM-BREUER:  So my hopeful nature says potentially stage 3.  My most -- my more realistic nature says for sure in full execution of stage 2.

MR. GARDNER:  Okay.  Ms. Grice spoke to this earlier about specifically the forecast for GIF.  And my understanding to response LIEN IR 1(a) is that the -- perhaps you don't need to bring it up, but the home reno rebate offering will -- the funding for that through the GIF will actually be projected to be exhausted by the end of this year, 2018.

So subject to updating your forecast and what Ms. Grice was asking you about, what's the plan -- whatever it might be, that the GIF funding runs out for the home reno rebate.  What's the plan for funding that program further?

MR. GINIS:  So as we've mentioned, we have been able to secure additional funding from the government to extend it.  So the original funding that you are referring to is 12,000 homes, incremental to our DSM plan.  We are funding another 4,000 this year because to your point, the funding would have exhausted at some point this year.

What happens after that, I can't speak to.  If the government decides not to extend it, we would continue with our DSM program as a core and we would have to re-evaluate how to transition it back to that, because we would essentially either have to deal with some of the incentives through DSM because there were enhancements to it, or just retract back to our original DSM plan that we had.


MR. GARDNER:  Thank you.  I'm just going to move to my last set of questions about customer outreach.

Union's application -- I didn't see it in there at least -- suggests that its kind of the same plan as it was for 2017 compliance plan in terms of bill messages, bill inserts and newsletters to provide residential customers with an understanding of what the cap-and-trade program is all about, and what avenues they have to explore rebates and to point low income customers in particular to DSM.

Is it the same frequency of those mailings, those on-bill messages, but also the bill inserts themselves for 2018 under this plan?

MR. DANTZER:  It's not my area of expertise.  But it is my understanding, subject to check, that it would be the same frequency as outlined in evidence.

MR. GARDNER:  Do you know if the bill inserts or the newsletters will have the same information as was provided before, or is there anything new that's being added to make it clear for low income customers to understand that they have options out there like home weatherization, other DSM programs, the home reno rebate?

MS. FLAMAN:  If you are asking are we continuing with our engagement with our low income customers, we are.  Through our DSM programming, we a actively market to our low income customers and look for opportunities to make sure we get that message out.

MR. GARDNER:  I'm just wondering if specific to bill inserts, is there anything that's changed, is there any thought to modifying that in any way, perhaps because market penetration isn't where you thought it would be, but we learned earlier that it is, you're on track.

It sounds like the answer is no.  I'm just wondering of that's been part of the thought process in midterm sort of DSM evaluation of uptake and whether that particular mechanism of bill inserts, which I think is helpful to low income customers, outside of all the other areas that there's marketing and outreach, has been thought about at all.

And I think I have your answer; it's no, it's the same as it was in 2017.  No change to the language, no difference on the newsletter in terms of pointing customers to DSM or the home reno rebate.

MS. SEERS:  Mr. Chair, I'm not sure that's actually an accurate characterization of what the evidence was.  But before this goes on any further, I would note that customer outreach is actually excluded from the oral hearings, part of the written hearing.

And so I would submit this line of questioning is out of scope.

MR. GARDNER:  I was not aware of that.  Thank you.  But I might slip in one more question, if I may, Mr. Chair, just about -- it is customer outreach, but I think it's an easy question for the panel to answer, if permitted by counsel.

I just want to know about the United Way agencies.  You have picked, and I think very properly so, two agencies to go through for further outreach, Simcoe, Muskoka and essentially northeast Ontario.

Are there any other agencies for -- that Union is looking at for the next compliance plan to reach out to through the United Way?

MS. SEERS:  This panel, Mr. Chair, is not in a position to answer that question.  And again, I'll make the submission that it's out of scope.

MR. QUESNELLE:  If they're not in a position to answer, then they're not in a position to answer.  Is that the case?

MS. FLAMAN:  (Witness nods head).

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

MR. QUESNELLE:  Thank you, Mr. Gardner.  Mr. Elson?

Maybe before you start, Mr. Elson, could we get a recap on where we're at with our confidential request, the request for confidentiality treatment of certain exhibits?

MS. SEERS:  Certainly, Mr. Chair.  I can advise that we've been in close contact with both ICF and California Carbon.  In the latter case, they are based in India, actually, despite the name.  I would have thought they would be based in L.A. or San Francisco.  They're not.  So the time difference has made communicating a bit of a challenge, given that we get out of the hearing late and by the time we do it's already late in the evening their time.  But in any event, we expect to be able to provide a more fulsome update on Thursday when we come back.


MR. QUESNELLE:  Okay.  Thank you.


MS. SEERS:  They are aware of the urgency of the situation.


MR. QUESNELLE:  All right.  Thank you.  Mr. Elson, does that compare your capacity to be able to perform your cross today?


MR. ELSON:  If I could just ask just a quick clarification.  Have you heard back from ICF but not California Carbon?


MS. SEERS:  We have been in, as I say, in very close contact with both of them throughout the day yesterday and even Sunday when we received Mr. Elson's motion.  I understand they are both preparing submissions in different forms, and again, we don't have an update that we're able to share right this moment, but we expect to have one first thing on Thursday when we reappear.

And I guess in terms of a cross-examination, certainly if -- I think Mr. Elson has not signed a confidentiality undertaking.  If he does so we have no issue with providing the information confidentially and to allow cross-examination of this panel in a confidential session such that any decision that's later made about whether that information should be public can -- that information can be taken outside the confidential process.  But it shouldn't, in our submission, impair any proceedings today.


MR. QUESNELLE:  Thank you.


MR. ELSON:  Mr. Chair, what I propose to do is to make do.  I will be asking some questions on a previous version of reports that ICF prepared and on some excerpts, and hope that I won't need to raise this issue again.  I will have to see what the response is from Union, and it may just be that any additional information I can address in argument, but I will wait to see whether the new information from ICF changes anything.


MR. QUESNELLE:  So I take it you are prepared -- your compendium is designed to approach it in that fashion?


MR. ELSON:  That's correct.


MR. QUESNELLE:  Okay.  Thank you.

Cross-Examination by Mr. Elson:

MR. ELSON:  Thank you, Mr. Chair.  Good morning, panel.  As you know, my name is Kent Elson.  I represent Environmental Defence, and I am going to be asking you questions which all focus on issue 1.4, which is whether Union has reasonably and appropriately conducted its compliance plan options analysis and optimization of decision-making specifically as it relates to an assessment of abatement activities.


Perhaps before I get into it, we filed a compendium.  If this could be marked as an exhibit.


MS. DJURDJEVIC:  That will be K2.2.

EXHIBIT NO. K2.2:  ENVIRONMENTAL DEFENCE CROSS-EXAMINATION COMPENDIUM FOR UNION PANEL 1.


MR. ELSON:  And I believe everybody should have copies.  So I will start with some questions about conservation, generally speaking, and just a terminology issue.  My understanding is that customer abatement, natural gas conservation, and demand-side management are essentially the same thing; is that fair to say?


MS. FLAMAN:  I would say that customer abatement can include other options around abatement beyond energy conservation.  We have included, for instance, renewable natural gas that's -- addresses greening the gas supply.  That's an abatement option that we have, and that would constitute customer abatement as well.


MR. ELSON:  So you're saying that abatement would also include reducing the carbon content of natural gas.


MS. FLAMAN:  That's one option, yes.


MR. ELSON:  Is there anything else that you would be including in that?


MS. FLAMAN:  There's technologies that we're looking at and have proposed that would offer additional abatement for the customer.  We've had -- that's why we have put forward the abatement construct to look at different compliance options and different ways to achieve both customer and facility abatement.


MR. ELSON:  I don't think you'd disagree with me that Union has extensive experience with conservation going back over 20 years?


MS. FLAMAN:  I would not.


MR. ELSON:  And if we could pull up tab 1, page 1 of the compendium, which is Exhibit K2.2.  There is a chart on that first page that is listing the total resource cost net benefits from Union's conservation programs, and I've underlined the grand total here, and it's over $3 billion.  Do you see that there?


MS. FLAMAN:  Yes.


MR. ELSON:  And just a minor housekeeping issue.  I think the table below doesn't include 2016, and so the total on the table below is a little bit less.  Could you provide an undertaking to just fix that issue, file a new copy?


MR. GINIS:  I think the issue with providing 2016 data was that the audit hasn't started yet, and therefore we didn't think it was appropriate to include, but I think for your purpose here, the point is that roughly $3 billion in TRC is the results from our DSM programs.


MR. ELSON:  Okay, that's fine.


And so 2016 is the difference between the 3.1 and the $2.9 billion; right?


MR. GINIS:  Well, I believe it is an error to have included it in that line there.  I can't say that that's exactly what the difference is, and obviously --


MR. ELSON:  Can you undertake to just sort that out and provide us with an undertaking response that doesn't have a discrepancy between those two numbers?


MR. QUESNELLE:  Mr. Elson, I think he -- the witness was describing what he thinks the issue --


MR. ELSON:  Oh, okay.


MR. GINIS:  So I think the issue is that including 2016 right now is not appropriate because it's not -- my understanding, the audit either hasn't begun or it is very, very early stages, so that's why what the table provides at roughly 3 billion, if you want to refer to a number up to 2015, that would be the number that I would use.


MR. ELSON:  Okay.  So we'll settle, I guess, with roughly 3 billion being the number.  I don't think there is that much difference between the ranges we are talking about.


So that 3 billion number, that includes the cost and benefits calculated from a societal perspective; right?


MR. GINIS:  It's the TRC results which -- typically that's the point of the TRC, yep.


MR. ELSON:  Okay.  And I'm just asking you a couple basic questions because I'm trying to put a bit of a framework together for a discussion about conservation, so I apologize if you scratch your head and say this sounds like it's obvious, but I'll move through it quickly.


So this would include program administration costs, and in terms of the benefits would include avoided energy costs; right?


MR. GINIS:  Depends what you mean by "program administration costs."  In terms of the costs specifically to administer the program, yes, but there are program costs such as incentives that wouldn't be included here.


MR. ELSON:  Because it is looking at it from a societal perspective, correct?


MR. GINIS:  Exactly, and that would be considered a transfer payment within the society.


MR. ELSON:  Got it.  The avoided energy costs, those are mostly avoided gas costs, right?  As opposed to avoided electricity costs?


MR. GINIS:  Mostly.


MR. ELSON:  And so the $3 billion, roughly, is actually the difference between the benefits and the cost.  In other words, those are net benefits after the costs have already been subtracted out; right?


MR. GINIS:  Using TRC; that's right.


MR. ELSON:  And so from a societal perspective, Union has in a sense saved Ontarians roughly $3 billion from its conservation programs over the last 20 years?


MR. GINIS:  I think in general that's fair to say, yeah.


MR. ELSON:  Thank you.  And as shown in this table here, from 2014 and earlier, those figures have been audited to confirm that they comply with the relevant Board framework and so on?


MR. GINIS:  That's correct.


MR. ELSON:  And these figures are TRC figures, not TRC Plus; correct?


MR. GINIS:  That's correct.  TRC Plus was added by the Board, I believe, in 2016, and therefore these are all results prior to that being part of the DSM Framework.


MR. ELSON:  And so that also means that these figures don't include an avoided carbon cost; right?


MR. GINIS:  That's correct.


MR. ELSON:  And so in other words, these programs have had huge benefits without even accounting for a carbon price of, say, $18 a tonne?


MR. GINIS:  That's correct.  If you go back to 1997 I don't know if that cost would be relevant.


MR. ELSON:  Of course, yeah.


MR. GINIS:  Yeah.


MR. ELSON:  And that's -- again, this is a basic statement -- that's because they allow customer to use less gas by being more efficient, which saves them money, and so that's what we're talking about in the avoided costs, not the carbon costs here; fair?


MR. GINIS:  That's correct.


MR. ELSON:  So in a sense from a societal perspective the carbon reductions have been free, because each tonne of avoided carbon is associated with actual savings, rather than a cost.  Is that fair to say?


MR. GINIS:  Are you referring to a figure specifically?


MR. ELSON:  Yes, that $3 billion is associated with carbon reductions that actually brought about savings versus a cost.


[Witness panel confers]


MR. GINIS:  This might be one of your easy questions that is causing us trouble, but I'm not sure what you are referring to when you say the carbon cost.


MR. ELSON:  Let's put it this way:  This $3 billion is associated with a fair amount of avoided carbon.  And you could describe that $3 billion as a negative cost associated with those carbon reductions in that you achieved a lot of carbon reductions and you achieved $3 billion worth of benefits.


MR. GINIS:  In a jurisdiction where carbon has a cost, yes.  But I think as I've said and I think as you're aware, it goes back to 1997, in which case those costs were not applicable at that point.


MR. ELSON:  Okay.  So I'm going to move on from those sort of general discussion of conservation to conservation as a cost effective carbon reduction tool.


And just as a basis for this discussion, my understanding, and I think you'd agree, is that in assessing Union's compliance plans, the Board will assess whether the utility has engaged in strategic decision-making and risk mitigation resulting in a cap-and-trade compliance plan that is as cost effective as possible.  Is that fair to say?


MS. FLAMAN:  I think what's fair to say is that we'll achieve compliance aligned with all of the Board's guiding principles, and the guiding principles of the cap-and-trade plan.  Cost effectiveness is one of those principles.  However, so is rate predictability, flexibility, and the other principles as I outlined in my presentation yesterday.


MR. ELSON:  Absolutely.  Thank you.  So I think that answer is yes, but there are also other factors to consider?


MS. FLAMAN:  The answer is we'll achieve compliance in accordance with guiding principles.


MR. ELSON:  I'm not sure there is disagreement there, so let's just flip to tab 9, which starts at page 28, and then particularly page 31.


One of the things that the Board looks at is whether the plans are as cost effective as possible; is that fair to say?  I think we're an the same page, but I couldn't tell from your second answer whether you were agreeing or disagreeing with me.


It's page 31 of the book that you have in front of you.  It's also up on the screen and underlined.


MS. FLAMAN:  As I've said before, we're aware that cost effectiveness is one of the factors we need to consider as part of the compliance.


MR. ELSON:  Okay, let's turn back to tab 2 of the compendium.  It starts at page 2, and I'm going to be looking at page 3.


Now, everybody with a paper copy will be straining to see those numbers, so you'll be happy to know that I have a summary of the next tab, which I'll get to shortly.  But I just want to have this larger chart up on the screen here.


I think you are familiar with this interrogatory.  We asked you to estimate the lifetime gas and carbon savings from Union's 2018 DSM plans.  Do you see that there?


MR. GINIS:  Yes, we do.


MR. ELSON:  I'm going to be focusing on this last table here, if we could focus in a bit on the last table -- yes, right there, that's good, just so that we have a framework about what we're talking about.


For example, there is a column here for 2019 and that column is showing the estimated savings from Union's 2018 program that are persisting next year, and so on and so forth.  Is that right?


MR. GINIS:  That's correct.


MR. ELSON:  And so what you did here is you estimated the gas savings from the 2018 program going forward, calculated a dollar savings associated with the reduced gas usage, calculated the resulting carbon reductions, and then calculated the dollar savings for those carbon reductions based on the long-term carbon price forecast; is that fair?


MR. GINIS:  That's correct.


MR. ELSON:  And so if we continue on to the last column in that bottom table, there's some totals listed there.  And the $167 million is the value of the GHG reductions from Union's 2018 DSM program, is that right?


MR. GINIS:  Well, I think you're aware that that's not accounting for customers that are not under our compliance plans.


MR. ELSON:  Right.


MR. GINIS:  So then we updated this and this is the document that made an assumption to try to tease that out.


MR. ELSON:  Yes.  I'm going to be talking a little bit about the overall results, and also in relation to the customers for whom you are responsible for their credits.  But that gets into a bit more complicated technical issues, so I will be asking about both, including in the next chart that comes up.


So in that 167 are the carbon savings from the 2018 programs, that's what I want to understand.  $167 million for all your -- all customers.


MR. GINIS:  Well, in the event that -- I can't speak to this in too much detail, but in the event that our -- those customers do not incur carbon costs or incur carbon costs that are different from what we've assumed, then that number would not be the total number.


MR. ELSON:  So let's turn perhaps to the next page, which is easier to read, which is page 4, and tab 3 which addresses those figures where you've pulled out the GHG reductions from your capped customers.


Now, your capped customers, as I understand it in the way you've used that term, are the customers who have their own carbon obligations, right?


MS. FLAMAN:  That's correct.


MR. ELSON:  Okay.  I get that mixed up.  So here I've summarized the figures into something we can all read.  And so for your 2018 DSM programs, the total forecast costs are $63 million, right?


MR. GINIS:  That's correct.


MR. ELSON:  And then the value of the natural gas and the GHG reductions, excluding the value of the GHG reductions from your capped customers, is $476 million?


MR. GINIS:  So what did that subtract?


MR. ELSON:  This is the same as the electronic spreadsheet that I sent you yesterday.  So if you want to double-check the numbers, I would be fine with an answer subject to check.


MR. GINIS:  No, I checked them and I think your math is all accurate.  I was just confirming what you just subtracted.


MR. ELSON:  So that is the value of the natural gas and GHG reductions, excluding the value of the GHG reductions from your capped customers?


MR. GINIS:  The 476 million?


MR. ELSON:  Yes, that's right.


MR. GINIS:  That's the estimate.  I think one thing to point out here is that these figures and the savings go several years, in some cases 25 years.  These -- the benefits based on the undertaking that we've provided to you, were not discounted to represent the net present value.  So I would just caveat with that that if you really wanted to compare the cost in 2018 to the benefits over the lifetime, you would probably want to discount that for the time value of money.


MR. ELSON:  Yes, and I'm going to get into those more complicated calculations shortly with respect to the TRC and the PACT, and I am just trying to have numbers that are a little easier to understand as we get into more of the detail.


But yes, these haven't been discounted; there hasn't been a net present value discount.  But on a nominal value, what you're talking about is $63 million worth of costs, and then the savings that are nominal that are $476 million, right?


MR. GINIS:  For your purpose, Mr. Elson, you can use that.  But I think that if you were to discount it, which would be the appropriate way to do it, that 476 would come down significantly over the course of 25 years, if you discounted at 4 to 6 percent.


MR. ELSON:  That's fair to say.  So prior to the net present value calculations being applied, these are the accurate figures, though?  I just want to get that on the record.


MR. GINIS:  Yes, that's correct.


MR. ELSON:  Thank you.  Now from 2018 onward, you held carbon costs constant because that's the end of the long-term carbon price forecast, correct?


MR. GINIS:  Yes, I think we talked about this at the technical conference.  The OEB's long-term carbon price forecast stops at 2028, and therefore we used that figure to extrapolate it beyond 2028.


MR. ELSON:  And just to be clear, I'm not being critical at all of that assumption, but I believe you have some carbon price forecasts that go beyond 2028, and so I'm asking if you could update the table at page 4 here, assuming your best estimates of carbon prices beyond 2028.  Would you be able to update those figures?


MS. SEERS:  Mr. Chair, the table includes the -- or uses the long-term carbon price forecast that's prepared by ICF and commissioned by the Board, and that's what the framework directs that Union uses.  Any other forecasts are not necessarily consistent with that, and so therefore we would submit it is not appropriate to use any other forecast.


What has been done here is to extrapolate the figure based on the Board's long-term carbon price forecast, and our submission is that it wouldn't be appropriate to do anything else, and certainly not to use the California Carbon price forecast.


MR. QUESNELLE:  Mr. Elson?


MR. ELSON:  Mr. Chair, I think the opposite is true from what my friend has said, in that what they have done is inconsistent with the long-term carbon price forecast.  The long-term carbon price forecast has increasing carbon prices going from now until 2028, and the assumption underlying these charts is that it increases, increases, increases, and then at 2028 it stays constant, so I think to have a figure that would be consistent with a long-term carbon price forecast there would actually be increases in carbon prices beyond 2028 when the targets are coming tighter and tighter and tighter.


Now, Enbridge in their evidence has used a different methodology that has had those increases continuing, and I would be fine for them to -- for Union to use Enbridge's assumptions or for them to use other assumptions, but I'm just trying to get a grasp of that number as best as possible in a way that is consistent with the increases going forward on the long-term carbon price forecast.


I don't think this is at all inconsistent with the Board's directions.  In fact, I think it is more consistent with them.


MR. QUESNELLE:  Mr. Elson, if you have got available to you what you consider to be a more appropriate long-term curve, is there a problem with you putting that to the witnesses?


MR. ELSON:  I don't, actually.  They have some long-term carbon price forecasts beyond 2028, and let me just clarify.  I'm not suggesting that they use different numbers from now to 2028.


MR. QUESNELLE:  I recognize that.


MR. ELSON:  Those numbers are in the Board's forecast.  My understanding is that Union has some going-forward forecasts from California Carbon, and so I would be happy for them to use those.  I would also be happy for them to use the assumptions in the equivalent undertaking by Enbridge, and so either of those -- some estimate that is more accurate, because it shows continuing increases.


MR. QUESNELLE:  Your understanding, Mr. Elson, of the longer term beyond the ten years of forecasted carbon pricing has used that in its evidence in this application?


MR. ELSON:  Pardon me?


MR. QUESNELLE:  Has Union used it in its evidence in this application?  I'm going to ask Ms. Seers.


MS. SEERS:  No, and actually, that's the forecast that is -- has been provided confidentially in response to JT1.1, and in response to Mr. Elson's submission that he doesn't have access to it, of course, he could have access to it if he signs the undertaking, and as the Chair suggested, he would be free to prepare whatever calculations he feels are appropriate.


What we can undertake to do, just so the Board, if it's helpful has an apples-to-apples comparison with what Enbridge has done, is undertake to update the table using the same inflation factor that they have post-2028.  So we can undertake to do that.  In terms of using other forecasts, we won't undertake to do that.


MR. ELSON:  That would be satisfactory, yes, thank you, Mr. Chair.


MR. QUESNELLE:  Thank you.


MR. ELSON:  Thank you, Ms. Seers.


MS. DJURDJEVIC:  Undertaking J2.2.

UNDERTAKING NO. J2.2:  TO UPDATE THE TABLE USING THE SAME INFLATION FACTOR THAT THEY HAVE POST-2028.


MR. ELSON:  Thank you.  Okay.  And now I'm going to be getting into the area that you had discussed, Mr. Ginis, and for the purposes of that, if we could turn to page 5 of the compendium, which is tab 4.  And this is GEC Interrogatory No. 22.  And I would like to refer to page 6 in the compendium, and we've had some discussion of this at the technical conference.  And this was an interrogatory to Union asking about the possibility of future incremental conservation.


The response was that that should occur through the DSM Framework, but that would require enhancements to the DSM Framework, and I have underlined here on page 6 the kind of enhancement that I'd like to discuss with you.  We've already had this discussion a bit at the technical conference.  And that main enhancement is adding the long-term carbon price forecast to the DSM Framework cost-effectiveness test.


And so if you turn to page 46 of our compendium, you will see that Enbridge has implemented that suggestion, and so this is Undertaking JT2.4.  It has recalculated the 2018 DSM program net benefits both for the TRC Plus and for the PACT net benefits, which is the program administrator cost test, also known as the UCT.


And my question for you is whether you can provide an equivalent undertaking.  I know we've had some discussions about challenges associated with that, but my understanding is if Enbridge can do it, why can't Union do it, and that would be to recalculate the, in particular, the PACT net benefits, accounting for carbon costs.


MR. GINIS:  I just want to clarify something that you said there.  You said that Enbridge has implemented this.  I don't think that that's accurate.  I think that to be responsive to this request they have provided you with figures to it.


MR. ELSON:  Yes.


MR. GINIS:  I think our letter on Friday that we had sent --


MR. ELSON:  Yes.


MR. GINIS:  -- to the Board suggests that it could be implemented but that there is complications of how you actually do it, because there is a 15 percent at or currently to represent non-energy benefits, so it's not clear if we would be simply adding it to the 15 percent or --


MR. ELSON:  Yes.


MR. GINIS:  -- how that process worked.  I just wanted to clarify that.


MR. ELSON:  So that is absolutely correct.  And I hadn't meant to suggest that implementation had occurred in that sense, just that they had provided -- an illustration is a better way to describe it.  So my question is simple, and I apologize for the very long lead-up to it.  Could you provide an equivalent analysis as appears at page 46 of our compendium, which is Exhibit JT2.4 from Enbridge.


MR. GINIS:  So just to clarify, is this different than JT1.10 which we provided you through the undertaking?


MR. ELSON:  Yes, because in JT1.10 you provided the TRC numbers but not the program administrator cost numbers.


MR. GINIS:  Right.  And so we're talking about TRC here, obviously, which is part of the DSM Framework.  You are asking for PACT specifically.  We don't calculate PACT for our DSM Framework.  I understand your point that Enbridge has done it.  We only calculate it at the outset of a DSM plan.  Those results are reflected in our 2015 to 2020 DSM plan for the first year of each program.


I -- we saw your request, and we had some clarification that you had come back to us and asked us if we could include PACT.  In order to do that, a significant amount of work would have to happen.  I would need to, for example, look at the large-volume program.  I know this is a lot of detail, but we didn't propose a large-volume program, so we don't have any PACT tests for that.


MR. ELSON:  So how about this?  And I know I may be interrupting you, but I think I can shortcut this discussion.  Could you do it for your 2017 DSM programs as an illustration?  Because you have those figures for 2017?  I prefer 2018, but 2017 will do.


MR. GINIS:  So then we get into the issue of having results that are appropriate to be used at this point.  I think what we could do is look at the most recent year, which I think would be 2015, and see if we could provide that.


MR. QUESNELLE:  I take it all of this is going to be for illustrative purposes, Mr. Elson?


MR. ELSON:  That's correct, yes.


MR. QUESNELLE:  So '15 compared to '18, would you rest -- do you think with the caveats of direction as to where this would be going?


MR. ELSON:  2015 would -- you are asking me for caveats?  The direction that this is going in is looking at for illustrative purposes the net benefits of conservation and --


MR. QUESNELLE:  I'm sorry, I misspoke, Mr. Elson.  I was thinking directionally with the caveats as to where 2018 could be going.


MR. ELSON:  Yes, of course, absolutely.  That would suffice.


MR. QUESNELLE:  Mr. Ginis, would that be doable?


MR. GINIS:  I think we could look at that, and I think that's something that we could provide.


MR. QUESNELLE:  Provide whatever narrative you care to.


MR. GINIS:  Exactly.


MS. SEERS:  Could we, just so the record is completely clear, get that undertaking?


MR. ELSON:  Of course.  That will be to provide an equivalent to Enbridge's response to JT2.4 on a best efforts basis and with appropriate caveats and, if necessary, to use a year other than 2018, perhaps 2015.


MS. SEERS:  So I think the undertaking as we've agreed to it is to provide that in respect of 2015 only.


MR. ELSON:  Thank you.


MS. DJURDJEVIC:  That will be J2.2.

UNDERTAKING NO. J2.3:  TO PROVIDE AN EQUIVALENT TO ENBRIDGE'S RESPONSE TO JT2.4 ON A BEST EFFORTS BASIS AND WITH APPROPRIATE CAVEATS AND, IF NECESSARY, USING 2015


MR. ELSON:  So when we get that number, I'd just like to unpack a little bit what that means, that program administrator cost number.  That is, in essence, your program costs, Union's program costs, minus the avoided gas and carbon costs; is that fair to say?  That's the cost that you face as a utility?


MR. GINIS:  You are asking about the PACT?


MR. ELSON:  Yes, that's right.


MR. GINIS:  Yes.  You've generally characterized it.  I was just looking for a reference in the MACC, because I think it outlines exactly what the costs and the benefits are, and I refer specifically about what is exactly in there.


MR. ELSON:  Thank you.  So in Enbridge's case here -- I know your numbers will be different -- their PACT plus GHG-related benefits comes to $262 million.  And so for a figure like that, the program costs are paying for themselves in avoided gas and carbon costs and resulting in additional net savings.  Is that fair to say?


MR. GINIS:  Yes, these are the costs associated with the program administrator; in this case, it would be the utility.


MR. ELSON:  Yes.


MR. GINIS:  So it wouldn't include customer costs, which obviously is probably the largest cost when you are talking about energy conservation programs because they need to put their own money forward to actually do a renovation or to upgrade a manufacturing facility.


MR. ELSON:  And that's one of the distinctions between the TRC and the PACT.  The program administrator test includes the incentives that you pay, but it doesn't include the cost that the customers pay on the assumption that they obviously think it's a good idea for them to participate and leaves them to make that decision, in essence?


MR. GINIS:  That's generally the difference, yes.


MR. ELSON:  Thank you.  Okay, I'd like to compare -- well, just one more question about the PACT.


You had mentioned before that you need to take those benefits and apply a net present value discount to them, right?


MR. GINIS:  You're referring to the previous figures you were looking at?


MR. ELSON:  Yes, and this PACT does that, right?


MR. GINIS:  That's correct.


MR. ELSON:  Okay, thank you.  So, I would like to compare this to the cost of purchasing instruments, and if we could turn up Exhibit 7, tab 1, schedule 1, page 1.  It's not in my compendium; it's in the Union evidence.


I'm going to come back to conservation.  But while we're talking about numbers, I'd like to get a grasp of the cost of purchasing instruments for now.


If we could zoom in on that first column with some numbers there -- just scroll down a little bit.  And scroll down further, and then if we could move the table a little bit to the right, so we can see the next column over.  There we go.  That's good, perfect.


So I'm just looking at that figure which is in column G for a total 2018 cap-and-trade obligation, and it's $282.7 million.  Do you see that there?


MS. FLAMAN:  Yes.


MR. ELSON:  And that's your cost for purchasing compliance instruments for your customers and for your facilities, roughly $283 million?


MS. NEWBURY:  I'm sorry, I think you gave us the wrong reference originally.  Can you just confirm -- I can see it on the screen, but I don't know what the actual reference is.


MR. ELSON:  The reference that I gave was Exhibit 7, tab 1, schedule 1, page 1.  We just haven't had a lot of discussion about what the cost of purchasing these instruments are.  And my understanding is that for facilities and customers, it's roughly $283 million.  That's how much you will be spending in 2018 -- forecast, of course.


MS. NEWBURY:  The schedule that you are looking at -- again, Exhibit 7, tab 1, schedule 1 -- is forecasted cost that has been included in our rates, and included in that, on line 4 is the proxy carbon price.


It is explained, again for rate-making purposes, it is explained on tab 2 -- or sorry, page 2 of Exhibit 7, tab 1.  So this is what we have -- we have included in our rates.


MR. ELSON:  Yes, and that's what I'm trying to get at, what are you going to be paying this year for carbon instruments, and I think the number is $283 million roughly for customers and facilities to …


MS. NEWBURY:  Our actual costs are strictly confidential.


MR. ELSON:  Pardon me?


MS. NEWBURY:  Our actual cost is strictly confidential.  This is the proxy that we have calculated and have included and are recovering through rates.


MR. ELSON:  So this is as best as is available on the public record, what you expect to be paying without getting into the details that are in the strictly confidential evidence.


MS. NEWBURY:  It's not my schedule, so I'm going to say yes, subject to check.


MR. ELSON:  Okay, thank you.  So $283 million for the cost of the instruments and then, subject to check, the administration costs are $4 million excluding the low carbon initiative fund.


MR. DANTZER:  That's correct.


MR. ELSON:  Thank you.  And so the cost of the instruments is $283 million, plus the administration 4 million, brings us to roughly $287 million associated with the purchase of instruments.  Is that fair to say?


[Witness panel confers]


MS. NEWBURY:  Yes.  We didn't fully follow your math, but assuming your math is correct.


MR. ELSON:  Yes, thank you, subject to check, of course.


Now if we scroll over to the left on this table, please, you will see that there is a line there for total forecast cost of abatement and that's blank, right?


MR. DANTZER:  Sorry, can you just repeat the question please?


MR. ELSON:  Of course.  I'm just noting here and asking for confirmation that the total forecast cost for abatement, which is the second line from the bottom on the screen here, has a null value throughout; it's zero.  Do you see the dashed line?


MR. DANTZER:  That's accurate, and that would reflect the zero cost for GIF, the Green Investment Fund.


MR. ELSON:  Exactly, thank you.  So that's reflecting the lack of incremental ratepayer-funded conservation.  Fair?


MS. FLAMAN:  I believe what it's reflecting is that there is no cost associated with abatement this year.


MR. ELSON:  Thank you.  Going back to that $287 million for purchasing instruments and for administering the purchase of those instruments, I think this is obvious, but there are no associated gas reductions to offset those costs, right?  You just purchase the instruments.


Panel, in the interests of time I'll make that point in argument.  I think it's obvious that when you purchase instruments it doesn't result in gas reductions, so unless you want to provide an answer I'm happy to move on.


MS. FLAMAN:  Sure.


MR. ELSON:  Okay.  And I think this is also clear, but my understanding is that for every tonne of carbon that you pay for this year you will need to pay for that tonne again next year unless there are reductions in gas usage due to abatement or otherwise.  In other words, these aren't one-time costs, these persist year after year after year.


MS. FLAMAN:  Yes.


MR. ELSON:  Thank you.


Mr. Chair, I'm about to move to a different area, but I'm happy to take a break if that's your preference.


MR. QUESNELLE:  No.  I am just looking at the clock there.  Can we go to 11:30, Mr. Elson?


MR. ELSON:  Of course, yes.


MR. QUESNELLE:  Thank you.


MR. ELSON:  So I'd like to ask you about conservation as a risk reduction tool for cap-and-trade compliance purposes.  And if we could turn to -- well, you know, I don't think we need to turn to the framework.  I think we are all on the same page that risk reduction is one of the factors to consider.


Let's turn to the ICF report that is on page 7, tab 5.  And so you will see that presentation, which is helpfully in colour on the screen there.  This was a presentation by ICF International on the impacts of climate policy; right?


MS. FLAMAN:  Yes.


MR. ELSON:  And this is the same consultant that the Board retained to do the potential study and the MACC study, correct?


MS. FLAMAN:  That's my understanding.


MR. ELSON:  If we could turn one page over, which is to page 8, and I apologize, for some reason in the printed copy the underlining didn't come out, but you can see on the screen here there is reference to, in ICF's view, a potential implication of carbon regulation is that natural gas consumption -- and I'm reading that underlined portion on the screen:

"Natural gas consumption will need to decline by 40 to 50 percent by 2030."

Do you see that there?


MS. FLAMAN:  Yes.


MR. ELSON:  Now, I think I already have this answer from previous discussions with you, but just to confirm that it is up to date, it is my understanding that Union Gas does not have a report or analysis suggesting a different range for a decline in natural gas consumption from carbon regulation; is that right?


MS. FLAMAN:  We -- I think what we need to consider firstly is this study was done in 2015, as you've noted, and we use this study to inform, as the cap-and-trade -- as we learned about cap-and-trade, we use this study to inform our programming, what we were going to need to do, look at the impacts potentially of cap-and-trade.  This is a dated study, 2015.  We, though, to your point, have not done a similar study since.


MR. ELSON:  So I think your answer was yes but with some caveats.  Is that fair to say?


MS. FLAMAN:  Sure.


MR. ELSON:  Thank you.  If we could turn to page 9, please.  And I will address, Ms. Flaman, your comments about the timing and bring you to some of the later work.  I mean, also, the most recent full copy is the subject of our discussion about confidentiality, of course.


If we could turn to, yes, page 9, and at item 6 there is reference to economy-wide demand destruction and the possibility of stranded pipe and storage assets.  And my question is that I'm looking for confirmation that Union Gas does not have a report or analysis assessing the likelihood of carbon pricing or Ontario's GHG reduction targets resulting in stranded natural gas assets or demand destruction; is that fair to say?


MS. FLAMAN:  Not that I'm aware of.


MR. ELSON:  Thank you.


And if we could turn to the next tab, which is -- particularly I would like to look at page 13 of that tab, which is another ICF report.  And this is the newer version and the one that is specific to Union.  It is from April 2016; is that right?


MS. FLAMAN:  Sorry, I just have to catch up.


MR. ELSON:  Okay.


MS. FLAMAN:  And your question was...?


MR. ELSON:  Well, I haven't -- just a confirmation that this is the newer ICF report from April of 2016 that is specific to Union.


MS. FLAMAN:  Again, this was a similar report commissioned to look generally at cap-and-trade and the impacts of cap-and-trade, and this was commissioned by Union, yes.


MR. ELSON:  Thank you, and if we could turn to page 13 of the compendium, and on the screen there is an underlying portion, but in the paper versions that underlining didn't come out, but it is the right-hand column, paragraph second from the bottom.  It says:

"To meet a 2030 target natural gas and transportation of fuel would need to decline by 50 percent."

And again my question is:  Does Union Gas -- or I am asking for confirmation.  Union Gas doesn't have a report or analysis suggesting a different reduction number; right?


MS. FLAMAN:  Not that I'm aware of.


MR. ELSON:  If we could turn to tab 7.  This is a transcript from the 2017 proceeding.  And I will just take you through this document and lead-up for the question that I have.  So this is tab 7, transcript from the 2017 cap-and-trade proceeding.  On page 19 you will see an underlined portion, and I will wait until you pull up page 19.  And I had asked Ms. Bing about this reference to natural gas consumption needing to decline by more than 40 percent by 2030.


And then if you turn over to page 20 in the underlined portion there was a discussion about there being a number of possible outcomes, and I have asked if an analysis was done about how likely that scenario is, and the answer was that you have not.


And then on page 21 I said:

"Are you going to do that analysis?"

And then Mr. Hendry (ph) said:

"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."

And I am just wondering if that took place, if that is in the works, if you are still planning to do some of that scenarios analysis.


MS. FLAMAN:  Sure.  I think, as you have highlighted, Mr. Hendry indicated that we were looking at it, and I believe if you continue into the transcript you will see that Ms. Bing indicated it was being contemplated.


MR. ELSON:  Yes.


MS. FLAMAN:  Subsequently, though, in 2017 -- and we talked about the number of changes that have happened in 2017.  One of them was the MAADs application, and so we saw a limited value in pursuing further analysis for Union Gas specifically to look at this type of analysis.  So, no, we have not.


MR. ELSON:  Because of which application?


MS. FLAMAN:  The MAADs application.


MR. ELSON:  Okay.  And so you are relying on Enbridge's, basically.


MS. FLAMAN:  We are relying on the data we have.


MR. ELSON:  Okay.  Okay.  That's fair.  If we could turn back to tab 5, page 8.  And so I'm looking at item 3 here, and it says that -- and so this is the data that you have that I think you were referring to.  It says that the rate of energy efficiency needs to be dramatically increased at a plus five times the current.  It says the rate of DSM and incentives need to be increased accordingly.  It says you need deeper DSM targets, will require deeper analytics and broader scope.


Do you see that there under line 3?


MS. FLAMAN:  Yes.


MR. ELSON:  And I take it that you don't have analysis suggesting a different conclusion from that in the ICF report?


MS. FLAMAN:  We do not.


MR. ELSON:  Okay, thank you.  Continuing on the topic of risks, there was a discussion that you had with counsel for the CME which I'd like to bring up again, and it related to risks associated with the RNG, and I'd like to come at it from the opposite angle.


There was a discussion about a scenario in which cap-and-trade is cancelled, resulting in a drop in the carbon price.  And I don't think you agreed that there would necessarily be a drop in the carbon price, and I'd like to follow-up on that.


First I'll ask you this question:  Carbon costs, at least it's my understanding, are lower because our cap-and-trade program is part of the Western Climate Initiative, meaning that we can purchase cheaper credits from California.  Is that fair to say?


MS. NEWBURY:  Sorry, you've asked a couple of questions there, so I'll answer your second question.


So I think your second question was because we are part of the Western Climate Initiative, that carbon pricing is lower.  That's incorrect.


MR. ELSON:  Yes.


MS. NEWBURY:  It's a market, and again that market data is available.


MR. ELSON:  Yes.


MS. NEWBURY:  And again, we're part of a larger market.


MR. ELSON:  Yes.


MS. NEWBURY:  But that doesn't necessarily mean that the market pricing has changed that much.  So I think it's an incorrect assumption.


MR. ELSON:  Now, I recall materials from the last cap-and-trade proceeding and discussion on this suggesting that if we were not part of the Western Climate Initiative, carbon costs would go up significantly because we wouldn't be able to buy cheaper carbon credits from California.  Is that your understanding as well?


MS. NEWBURY:  I believe the context of that conversation was that again it was contingent -- it's a supply and demand conversation, so it is a conversation of what -- in an Ontario-only market, what is the supply relative to the demand versus a WCI market, what is the supply versus the demand.


And in a larger, more diverse market, the supply/demand dynamics are different.  And I think it also then takes into consideration the different targets that California and Quebec have, relative to Ontario.  So again, it's a supply/demand dynamic where Ontario has very aggressive targets and that in Ontario only, the supply/demand dynamics were would tighten faster than in a WCI market.


MR. ELSON:  So I think it would be fair to say that there are, in a sense, uncertainties associated with carbon prices going down, but also uncertainties associated with the possibility that carbon prices go higher than expected.  Is that fair to say?


MS. NEWBURY:  So I agree in the sense that forecasting carbon prices is speculative, so I absolutely agree with that statement.  However, what I will say is that the design of cap-and-trade program, in particular with respect to option C, the option for a price increasing annually.


So from that perspective, you do see the auction floor prices increasing annually.


But to go back to your earlier point, if Ontario eliminated our cap-and-trade program, what would that do to WCI carbon market prices.  Again, what would it would do is it would remove the Ontario supply, but it would also remove the Ontario demand.  So again, it goes to the supply/demand dynamics of what is happening in the carbon market.


MR. ELSON:  I wasn't asking about the price outside of Ontario because that doesn't really -- in some senses have relevance to this proceeding, but more the potential impact on carbon prices in Ontario, if we end up delinked with the understanding being that carbon prices would potentially increase.  A lot of uncertainties, but...


MS. NEWBURY:  Sorry, are you suggesting that Ontario return to an Ontario-only market?  I don't understand the context of your question.


MR. ELSON:  The context of my question relates to risks associated with carbon prices going up and down.  I think I'm getting too far into the weeds, to be honest with you,  so I'll leave it at the discussion -- the comment that you made about carbon prices being speculative.


Well, I'll just maybe ask you one more question further to your comment about the price floor.  Because of the price floor, does that mean that in some senses, there's more risk of carbon prices going up than there are carbon prices going down, because the price floor stops them from going down below a certain level?


MS. NEWBURY:  So again, it depends on how you are defining risk.  So again, the way that the floor prices are designed is that they will increase by 5 percent plus inflation annually.


Again in Canada, we also have effects impacts that we have to take into account and things like that, which again can change the dynamics one way or another, higher or lower, relative to the year prior.


So unfortunately, it's not a simple answer when we take all the components in.  But I can say that in a U.S. dollar market, and again how the auction floor prices are designed is that they are designed to increase on a stepped basis annually.  And again that's -- I believe that's only been determined to 2020.  I am not positive on the post 2020 program.


MR. ELSON:  Okay.  Well, I see that it's now 11:30, so I'm happy to take a break and move on to a different area.


MR. QUESNELLE:  Thank you, Mr. Elson.  Let's break until ten to 12:00 this morning.  Thank you.

--- Recess taken at 11:32 a.m.

--- On resuming at 11:55 a.m.

MR. QUESNELLE:  Whenever you are ready to continue, Mr. Elson.

MR. ELSON:  Thank you, Mr. Chair.  I'm ready to go.


MR. QUESNELLE:  Okay.


MR. ELSON:  I was before the break just asking some questions about DSM as a -- or conservation as a tool for risk mitigation, and I will follow up on some of those topics with Enbridge, but we'll leave that area for now and turn to the availability of cost-effective conservation, also known as conservation potential.


And for the purposes of that discussion, could you turn up tab 14 of our compendium, particularly page 47.  Do you see that there?


MR. GINIS:  Yes, we do.


MR. ELSON:  So this is an Enbridge undertaking where they have compared their 2018 DSM plans and the potential set out in the ICF conservation potential study; do you see that there?


MR. GINIS:  Yes.


MR. ELSON:  And again, the ICF conservation potential study was commissioned by the Board and is on the record; right?


MR. GINIS:  That's correct.


MR. ELSON:  Could you produce an equivalent document to this Enbridge response to JT2.5?


MS. SEERS:  Mr. Chair, perhaps Mr. Elson could help us understand the relevance of using the conservation potential study scenarios, given that that study was prepared in connection with the DSM program, and the framework, as we looked at yesterday, the cap-and-trade framework, I should say, specifically directs utilities to use the marginal abatement cost curve report.


MR. QUESNELLE:  Mr. Elson?


MR. ELSON:  I will come back to this question then and move on to a discussion about the marginal abatement cost curve, which will address Ms. Seers's question, and then I'll come back to this, if that's satisfactory.


MR. QUESNELLE:  Thank you.


MR. ELSON:  So first of all -- and Mr. Ginis, I believe you acknowledged earlier this morning that in analyzing conservation potential you used the MACC and the CPS; is that fair to say?


MR. GINIS:  We used the MACC as the principal tool, as outlined in the Board's framework.  We also consulted the CPS in the manner that I described this morning.


MR. ELSON:  Now, I have noted here that you used the words "we used the MACC and the CPS."  I'll go back and check the transcript.  But I don't think that would be an inaccurate way to describe it.


MR. GINIS:  No, not at all.  We used them as simply just framing it.


MR. ELSON:  Thank you.


So if we could turn to tab 9.  And tab 9 starts at page 28, and this is the cap-and-trade framework, and I'd like to refer to page 32.  And so at the top of this page
-- I'm just going to read it what it says -- it says:

"To carry out this assessment..."

And that's the assessment of cost-effectiveness and optimization:

"...the OEB will expect robust and thorough information from the utilities.  The OEB will want to see information from the utilities that demonstrates they have undertaken a detailed analysis which supports their choice of compliance options, including use of the OEB MACC to pace and prioritize their investments."

Do you see that there?


MR. GINIS:  Yes.


MR. ELSON:  Now, I think you would agree that the MACC is described here as one of the bases, but not the only basis on which this analysis is to be undertaken; is that fair to say?


[Witness panel confers]


MS. FLAMAN:  I think it's -- what I would suggest is we reference the July 20th, 2017 letter from the Board on the MACC, which indicates that the MACC provides a consistent comparison of compliance options to inform the utilities, development of their compliance plans, and the OEB's assessment of the cost consequences of the compliance plan, so you can see in that letter that the Board has suggested we use the MACC to do our assessments.


MR. ELSON:  Well, let's focus in on that letter a little bit.  If we could focus in on that first paragraph there.


MS. SEERS:  My apologies, Mr. Elson.  For the record the letter is KT1.3.


MR. ELSON:  Thank you.  This is the letter of July 20th from the Board to natural gas distributors and all participants in the consultation process on the marginal abatement cost curve.  And this is a covering letter that came with the MACC; right?


MR. GINIS:  I believe so, yes.


MR. ELSON:  And it's signed by the Board secretary, correct?


MR. GINIS:  Yes.


MR. ELSON:  And let's look at that first paragraph, the second sentence.  It says:

"The MACC provides a basis for comparison of the relative cost-effectiveness of a range of GHG abatement activities."

It doesn't say the MACC is the only basis or is the basis, it says it is a basis; is that fair to say?


MS. FLAMAN:  I would say that's fair to say.  I would also note that we have, and as Mr. Ginis indicated, done a thorough analysis as we considered abatement options.  We also then, if you -- so we have this letter, and as I indicated previously as well, if we look to page 20 of the cap-and-trade framework, it points to the MACC and describes it as the principal tool.


Further, as you look at options to consider, we took our guidance from the fact that page 22 of the cap-and-trade framework indicates that it is premature to use TRC, so we have used the MACC as directed in the cap-and-trade framework as the principal tool to do our analysis.


MR. ELSON:  You're taking me down a lot of different roads, and I'm going to follow you down each of them, and I'm going to start with page 20 of the cap-and-trade framework.  And that's on page 30 of the compendium, the ED compendium.


And so at the bottom of page 30 of the compendium there is an underlined portion there, and this is where you referenced the term "principal tool", but that's a proviso to the main clause here, which I'm going to read.  It says:

"The OEB understands that a utility may choose to develop its own company-specific MACC to inform the development of its compliance plan."

Then it says:

"However, the OEB MACC will be the principal tool."

So the Board is actually saying here clearly and unambiguously that the MACC isn't the only tool and that the OEB -- the utilities can develop their own MACCs; right?


[Witness panel confers]


MS. FLAMAN:  What I understand this to say is that the MACC is the principal tool.  When we discussed the MACC at the technical conference it was acknowledged that quite a bit of work went into the development of the MACC.  There was significant consultation, there was an advisory group, and this MACC was issued on July 20th of 2017.  At the time the original compliance plan due date, if you will, or needed to be filed by August 1st.  It was subsequently extended.


So from that perspective, I would say that we would absolutely use the MACC as the principal tool, particularly since it is not even a year old at this time, provides realistic adoption rates, and was well thought through from -- or well -- had lots of opportunity for stakeholder input and to recognize different perspectives.


MR. ELSON:  Well, let me put it this way:  I don't think it was your view that you were precluded from looking at other reports, including the CPS report; is that fair to say?  You are not precluded from looking at other reports?


MR. GINIS:  No, I don't think we've said that.


MR. ELSON:  So you do -- let me just get -- do you believe that you were precluded from looking at reports other than the MACC in developing your compliance plan with respect to abatement?


MS. FLAMAN:  What we are saying is that we have used the MACC, again identified as the principal tool, developed in consultations, provides realistic adoption rates and was provided in July.


From an other options perspective, we believe that the CPS, which is I think what you're referring to, should be used and, as Mr. Ginis has described, should be used within the DSM Framework; it's a DSM Framework tool.


We also, and again can talk about TRC, but it is indicated in the cap-and-trade framework that TRC is premature to use.


MR. ELSON:  So what's Union's view when you put the plan together?  That you were precluded from looking at reports other than the MACC or not?


MS. FLAMAN:  Again, the MACC is the principal tool that we used.  So we were aware of other options to look at abatement.  However, the MACC is what we were -- what is in the cap-and-trade framework, what we were provided, so as we looked at our abatement and put that forward, regardless of other tools that may be out there, that was what we were directed to use.


MR. QUESNELLE:  Ms. Flaman, I think Mr. Elson's question is quite specific, and I think -- I hear all of your answers as being why you made the choice you did.  But it was a choice, or do you feel -- is it the position that you were precluded from doing anything else?


MS. FLAMAN:  Okay, I understand.  Precluded would be a fair comment.


MR. ELSON:  Thank you.  I'll turn you then to the bottom of page 22 of the framework.  I'll move away from the framework shortly, but at the bottom of page -- sorry, the bottom of page 32, which is 22 in the framework.  I'll read this and it says:

"As part of it's assessment of cost effectiveness and reasonableness, the OEB will assess whether utilities effectively used the OEB MACC, their forecasts, and any other inputs to prioritize and select the compliance instruments and activities they have decided to include in their compliance portfolio."

And again it seems patently obvious to me that what this is saying is that the MACC is a basis, is a item that can be considered, but is not the only basis or the only item to be considered.  Would you agree with that?


MS. FLAMAN:  What I would agree is that other inputs could include things that we need to consider as we balance our compliance options.  So as we look at the guiding principles of the framework, we know that what we need to do is look at cost effectiveness from an optimized perspective, so that we balance abatement with compliance options in a way that considers all the different factors that are out there.


So I would take inputs to be a very broad sense of all the different things we need to consider as we look at what abatement options are out there.


MR. ELSON:  Well, I have those answers and thank you.  I will follow-up in argument, because I think that's probably where this best lies.


But I should ask one more question, because it seems to me that there is an inconsistency between, Ms. Flaman, you saying that you are precluded from using anything beyond the MACC, but Mr. Ginis saying that you used the MACC and the CPS.


Can one or the other of you explain the potential discord between those two comments?


[Witness panel confers]


MR. GINIS:  So I think to clarify, the -- as Ms. Flaman has stated, the MACC is the principal tool.  All the references that you are pointing to in the framework -- for example, saying the OEB you will assess whether utilities have effectively used the OEB MACC and to your point, other inputs -- the point is that the MACC is the principal tool.


Other inputs are available.  It is not -- it doesn't say anywhere that we can't use other tools.  However, as Ms. Flaman has stated, the MACC was developed merely months in advance of us filing this plan.  It was developed specifically for this framework, so to not use it -- I think is what Ms. Flaman is saying -- would not be appropriate.


We can use other things.  However, what we're saying is that it would be most appropriate to use the MACC.  And an assessment that doesn't use the MACC, I think would be difficult to say complies with the framework.


MR. ELSON:  Thank you.  So I will turn back to my original line of questioning, which was about the availability of cost effective conservation, and leave further discussion about the properties of the MACC to argument.


So if we could turn back to tab 14, please, which is page 47, this is an Enbridge undertaking response in this proceeding again.  This is an analysis comparing the 2018 DSM potential and the ICF conservation potential study.


And again, I'll ask for an undertaking, and part of the basis for that undertaking is the fact that there has been acknowledgment on the record today that one of the inputs that was assessed by Union was the conservation potential study.  And on that and other bases, I will ask for an undertaking that Union produce an equivalent document to Enbridge's response to JT2.5, please.


MS. SEERS:  Again, I'll repeat my request that Mr. -- I appreciate the context that we've just gone through, but Mr. Elson has Union's evidence that the MACC was used as the principal tool and that's what the framework says.


The framework also says don't use TRC as a cost effectiveness measure.  The conservation potential study, which was conducted for the purpose of the DSM Framework, uses TRC.


And so in that context, I'm still struggling to understand, and perhaps Mr. Elson can help us understand the relevance of information that he's requesting here in that context.


MR. QUESNELLE:  I would suspect we are going to hear more of what Mr. Elson said prior, Ms. Seers.


I think the fact that Mr. Elson has suggested that this be left to argument is appropriate.  But given that it's going to be argued, the context in which the Board would view this information in Mr. Elson's hands and however he chooses to use it will be part of that argument.


So I think to supply -- at this point, it would make sense to provide the information and just leave it to Mr. Elson's argument as to how it gets contextualized, if it's possible.


MR. ELSON:  Thank you, Mr. Chair.


MS. SEERS:  Thank you, we'll do that.


MS. DJURDJEVIC:  That's J2.4.

UNDERTAKING NO. J2.4:  TO PROVIDE A TABLE EQUIVALENT TO ENBRIDGE'S UNDERTAKING JT2.5

MR. ELSON:  Turning over --


MS. SEERS:  My apologies for interrupting, Mr. Elson.  I just want to make sure that we have the undertaking wording correctly.


MR. ELSON:  I can repeat it.


MS. SEERS:  My understanding is that Union is to provide an equivalent table, or a table equivalent to Enbridge's undertaking JT2.5.  Is that correct?


MR. ELSON:  Yes, thank you.


MS. SEERS:  Thank you.


MR. ELSON:  So if we could turn, please, to page 48 of the compendium, which is the next tab over, which is page 15.  And so -- well, actually let me go back to page 47 for a second.


Panel, if you look at page 47, what's been done here is the annual program savings in the CPS scenarios have been reduced by a net-to-gross adjustment factor.  Do you see that there?  So if you scroll down, they have been reduced by a net-to-gross adjustment factor, 73 percent.


MR. GINIS:  We see that.


MR. ELSON:  So let me turn to page 48.  On page 48, we have added some information to Enbridge's or to -- I guess done some calculations based on Enbridge's figures, and there are two things that are done differently here.


One is that we've added two lines you'll see in that first table, which is spending per cubic metre of gas savings, and then the increase in savings versus 2018 DSM plan.


So those are just arithmetic calculations.  They were in the spreadsheet that I circulated earlier.  And that's just so that it's easier when you are looking at an increase from the 2018 DSM plan to the CPS scenario to see what percent that increase is and what the change is in the spending per cubic metre; do you see that there?


MR. GINIS:  We do.


MR. ELSON:  And then in the table at the bottom, it's been redone, assuming that there is no net-to-gross adjustments needed to the potential study figures.


Now, I know that a contested issue and potentially a large contested issue was whether additional net-to-gross calculations need to be made for the potential study, but for the purposes of just looking at the numbers, the second table has assumed that there are no net-to-gross adjustments, just so that we have the information and then argument can be made as to whether or not that is the appropriate assumption.


And so my question is whether you would provide an undertaking to produce an equivalent document to this one appearing at page 48 of our compendium?


MS. SEERS:  Mr. Chair, first of all, this is the first time we are seeing this document.  It's not evidence.   Of course, Mr. Elson and Mr. Poch have adduced evidence from an expert witness in this proceeding who we will hear from on Friday, so I would submit, given that these figures are applying assumptions that are -- I think Union would disagree with, it wouldn't be appropriate to ask Union to produce this information.


MR. QUESNELLE:  Why do you need Union to produce it, Mr. Elson, I'm sorry?


MR. ELSON:  The reason that I would like Union to produce this is twofold.  One is that the calculations here of the spending per cubic metre and the percent increase just make the information easier to communicate, so it is easier to see, for example, that when Enbridge goes from its DSM plan to the semi-constrained CPS scenario, the cost per cubic metre remains roughly the same, so we know that it is 92 cents per cubic metre and then 91 cents per cubic metre, so that information added to the table is of benefit to the Board and to the intervenors in understanding the information provided in the last table.


The next row down shows the increase in savings, shows that there's a 24 percent increase in savings, even though you're roughly at the same level of spending per cubic metre, so that information, yes, I can calculate it myself, and I can put this document in submissions, but I think it has a lot more value to the Board coming from the utilities themselves, confirming that the calculations are accurate, and leaving to argument whether the analysis is accurate, so to say.


The table below assumes no net-to-gross adjustment is made, and it eliminates a potential disagreement about calculations, so on and so forth, and really focuses the discussion on what is actually the disputed issue of whether or not to apply the net-to-gross ratios to the CPS study, so I think it is of benefit to the Board to be able to jump over potential arguments about calculations, so on and so forth, and to focus on the nitty-gritty issue.


MR. QUESNELLE:  Ms. Seers?


MS. SEERS:  Well, again, if Mr. Elson is asking Union to confirm arithmetic, I don't think that's necessary or appropriate, and I would repeat my submission that it wouldn't be appropriate in this context to ask Union to provide information based on assumptions it doesn't agree with.


MR. QUESNELLE:  I think that -- I recognize that there is a disagreement, Ms. Seers, but the -- Mr. Elson makes the point that if he was to provide the information, by the time we get through argument, if there is a dispute about the numbers, then it's too late, and I think he makes a good point.  I think this aligns with the determination that the Board made previously in accepting the Environmental Defence and GEC's evidence that the testing that would be applied to it, I think this type of information falls into that category.


MS. SEERS:  So if I could ask -- thank you, Mr. Chair.  If I could ask Mr. Elson to repeat the specific question so we have the undertaking clearly.


MR. ELSON:  That Union produce tables that are equivalent to those appearing at page 48 of the Environmental Defence compendium.  Thank you, Mr. Chair, thank you, Ms. Seers.


MS. SEERS:  Thank you, we'll do that.


MS. DJURDJEVIC:  That's J2.5.

UNDERTAKING NO. J2.5:  TO PRODUCE TABLES EQUIVALENT TO THOSE APPEARING AT PAGE 48 OF THE ENVIRONMENTAL DEFENCE COMPENDIUM.


MR. ELSON:  So I would like to follow up on a discussion about the TRC briefly just so that we can understand that a little bit when assessing the evidence we just discussed.


If we could turn to tab 9, the framework, and page 32, and the third paragraph down is what I believe was referred to earlier about mandating the use of the TRC.  And what the Board says here is that -- well, let me take a step back.  In paragraph 2, environmental intervenors -- that's me -- suggested that the OEB should require the utilities to undertake abatement where it's less costly than the procurement of allowances based on the TRC, and then on paragraph 3 the Board said:

"Given the newness of the cap-and-trade program, the OEB considers it premature to apply the TRC or SCT tests to the utility's compliance plans at the time.  The OEB will consider the use of additional tests, such as the TRC or SCT, after gaining experience with the assessment of compliance plans."

The Board here -- and I think you would agree -- did not follow our request that it require the TRC or the SCT to be followed.  You'd agree with that?


MR. GINIS:  Yes, I think it's clear that the OEB considers it premature to apply TRC.


MR. ELSON:  But it also raised the option of looking at those tests after gaining experience with the assessment of compliance plans; right?


MR. GINIS:  That's correct.


MR. ELSON:  And it didn't preclude the use of the program administrator test, right?


MR. GINIS:  It doesn't reference that test.


MR. ELSON:  Thank you.


And if we could turn to page 46 of our compendium, which is tab 13.  This is the Enbridge undertaking, and I just want to use this as illustrative of a general point.


In this undertaking you see that the program administrator test net benefits are actually greater than the TRC net benefits.  Do you see that?  They're greater than the TRC Plus net benefits, 196 versus 165?


MR. GINIS:  I see that.


MR. ELSON:  And I think you'd agree that that's often the case for Union's and Enbridge's programs; is that fair to say?


MR. GINIS:  I can't say one way or another if that's the way it always happens, that the PACT is greater than the TRC.


MR. ELSON:  Well, perhaps what we can do is look at your response to providing an equivalent table and compare those numbers.


MR. GINIS:  Well, in that instance I think what I'm saying is that I don't know if you could apply that generally to say that it will always be greater or that it will mostly be greater.  I don't know that answer.


MR. ELSON:  You don't know the answer to that?  Could you provide an undertaking to look into that, whether it is more often the case that the PACT net benefits are greater?  I think the answer is yes, and I think it's kind of obvious, but it would be helpful if you are not able to provide that answer on the record to clarify.


MS. SEERS:  Mr. Chair, that strikes me as a fairly broad request.  I would imagine that the results will be different on a measure-by-measure basis.  Anyway, so I guess we would submit that that's over-broad.


MR. ELSON:  Mr. Chair, on further consideration I think I can make that point based on evidence that's on the record, and it may be that others follow up on that in more detail, so I'm happy to leave that for now.


MR. QUESNELLE:  Thank you, Mr. Elson.


MR. ELSON:  So I would like to ask you about what happens next for this year.  So let's say that the Board agrees with Environmental Defence that Union failed to optimize its cap-and-trade compliance plan because of a lack of incremental conservation.  One option that we have requested is that some of Union's costs be disallowed.


And I'd like to ask you about another option, which would be that the Board direct Union to implement incremental conservation for this year.


Now, given that we are in April, is it possible to increase conservation for 2018?


MR. GINIS:  I can't speculate on that; that's too broad.


MR. ELSON:  I think it's a fairly specific question.  I can add another, even more specific nub to it.


Lets say that the Board issues its decision at the end of May -- actually let's be more realistic and say at the end of June.  If the Board issues its decision at the end of June...


MR. QUESNELLE:  It's a little broad, Mr. Elson.


[Laughter]


MR. ELSON:  Would you be able to implement incremental conservation, if so directed?


MR. GINIS:  The reason why I said it's broad is because I think it depends what the program is.  I can tell you some programs could be implemented in a matter of months; other programs might require longer.  It depends on what the program is, and what that decision was.


MR. ELSON:  Now, I mean the Board isn't in a position to be prescriptive.  But if it were to just say this is a cheaper option and should have been pursued, and directs Union to do as much as possible as long as it's cost effective and cheaper than purchasing allowances, for example, could you still have time do that and how would you do that?


MR. GINIS:  Well, I think we will always comply with what the Board's decision is and what we are required to do.  But again, I can't answer that question without information on what the direction actually is and what the programs are.


MR. ELSON:  Well, it seems to me that it would probably be too late, because if a decision to come out at the end of June, you would then need to go back and design some programs.  Is that fair to say?


You would need to design what you are going to do.  If the Board gives a general direction to increase conservation, it's cheaper and better, then what happens next?


MR. GINIS:  I think it depends on what the program is.  In some cases, we might have to design a program from scratch; in other cases, possibly not.  I don't know.


MR. ELSON:  So if you are trying to ramp up for the end of the year, you would have to go through a design process is what you're saying for incremental conservation in 2018?


MS. FLAMAN:  I think you would acknowledge that we have a DSM portfolio of programs that we would have to look at.


And again, as Mr. Ginis as said and as I'll reinforce, it depends on what the direction was.  We would of course comply with any Board direction, but we would have to look at it.  We would have to consider where incremental abatement could fit within the DSM portfolio we have, and what might be appropriate to consider.


MR. ELSON:  So that process may take a couple of months?


MS. FLAMAN:  It depends on what the direction of the Board -- we are really speculating now.  It depends on what the direction of the Board was, and how we would take that to implement it.


MR. ELSON:  Now, if the Board did didn't specify a certain budget figure, you would need to then design a program and then apply for it, right?  To design incremental conservation spending and then you would need to apply to the Board?


I'm just trying to figure out, you know, what the steps would be involved and whether it's too late.  I think it's probably too late.  That's what I expected you to say, and I'm just trying to confirm whether that's the case for ramping-up for inside this year, inside 2018.


MS. FLAMAN:  I appreciate what you're trying to say that it's too late.  And what we're saying in response is that it very much would depend on the direction such as it would be from the Board.


I wouldn't want to speculate on what that would look like.  But we would certainly go away and look at our existing portfolio and what was possible.  And that may be -- to your point, some of that may take time.  There may be ways that are not so time-consuming and we would have to consider those at the direction of the Board as well.


MR. ELSON:  So I guess it may or may not be too late?


MR. QUESNELLE:  Mr. Elson, could I just hold you there for a moment?  I would just like to confer with my co-panel members for a moment.


[Panel confers ]


MR. QUESNELLE:  Thank you, Mr. Elson.  We were just discussing whether or not there was some clarity we could bring to the question, but we're not in a position at this point to do that; we may later.  But carry on.


MR. ELSON:  Thank you, Mr. Chair.  So I think I'm actually ready to leave that area on the idea that -- or just that part of this area on the idea that some may be possible, but for others, it may be too late, which I think is the general conclusion.  I'm seeing you nod, Mr. Ginis.


MR. GINIS:  Yes, again I think it depends on what that initiative is in terms of what the timelines would be required to execute it.


MR. ELSON:  Okay.  If you could turn to tab 9, which is page 28, I was going to ask you what percent would be doable and what would be too late, but I won't get into that detail.


MR. QUESNELLE:  Just so you know, Mr. Elson, we weren't discussing the schedule of our issuing a decision.


[Laughter]


MR. ELSON:  In particular, if you could turn to -- I believe it's page 38 of the compendium.  This question relates to, I guess, the portion for which it would be too late.


My understanding -- if you scroll down, these are the filing guidelines that are part of the Board's natural gas cap-and-trade framework.  The application deadline set out in the framework is August 1st of each year?


MS. FLAMAN:  That's what's here in the filing guidelines.


MR. ELSON:  And the utilities filed on November 9th, 2018, correct?


MS. NEWBURY:  That's correct, for 2017.  Filing the '18 plan in November 2017.


MR. ELSON:  November 9th of 2017, yes.  So that's roughly three months after that August 1st date, and my question is whether this year you plan to meet or exceed that August 1st deadline.


MS. NEWBURY:  So the direction of the filing date last year was at the direction of the Board.  So we were prepared to file on August 1st, which I believe was a Tuesday, and on the Thursday prior, we received communication that we may want to consider delaying the filing.  I don't have the exact communication with me.  So we delayed per the communication that we received.

We are prepared to file August 1st of this year per the guideline -- or the framework, sorry.


MR. ELSON:  And what was the purpose of that delay from August 1st to November 9th?  I didn't quite get that.


MS. NEWBURY:  I don't have it off the top.


MR. DANTZER:  If I recall correctly, it was the receipt of the 2017 decision.


MR. ELSON:  And so at what point did the Board say you should be filing it instead?  Or perhaps you could file that correspondence on the record.


MS. SEERS:  We can certainly undertake to file the Board's direction to Union directing that the filing be postponed.


MR. ELSON:  Thank you.


MS. DJURDJEVIC:  That's J2.6.

UNDERTAKING NO. J2.6:  TO FILE THE BOARD'S DIRECTION TO UNION DIRECTING THAT THE FILING BE POSTPONED; TO PRODUCE ALL COMMUNICATIONS TO AND FROM THE BOARD RELATING TO THIS TOPIC.

MR. ELSON:  And was your understanding from that direction that there was a revised date of November 9th or was it just that you should take a look at this decision and make sure that you factor it in when you are -- before you file your plan?


MR. DANTZER:  If I remember correctly, I believe it was a number of weeks after receipt of the decision, maybe six weeks, if I remember correctly.


MR. ELSON:  And so I'm a bit at a loss.  So what was the reason for the request that you delay in filing your plan, if the decision was already out?


MR. DANTZER:  So the decision had not been yet received.  The letter was informing us that we were to wait until the decision was received and then file the 2018 compliance plan.


MR. ELSON:  That decision was issued on September 21st of 2017, which is before your August 1st deadline, right?  Or after, sorry.


MS. NEWBURY:  Our first deadline would have been August 1st of 2017 to --



MR. ELSON:  Yeah.


MS. NEWBURY:  -- file the 2018 plan.


MR. ELSON:  Got it.  Okay.  So I'll take a look at that letter, and I assume that there isn't any more information on that delay issue other than is in that letter?  A question, Ms. Seers?


MS. SEERS:  No, I just, I think we can broaden the undertaking to produce all communications to and from the Board --


MR. ELSON:  Sure.


MS. SEERS:  -- relating to this topic.


MR. ELSON:  Okay.  Thank you.


So that question was bringing me to this year and when you plan to file your plan for the following year.


MS. FLAMAN:  As Ms. Newbury indicated, we plan to meet the guidelines, and August 1st is our --


MR. ELSON:  Great.  Okay.  So can we turn to that decision that we were just discussing on page 50 of the compendium, which is tab 17.  And my last couple questions relate to how Union followed up on the Board's comments in the 2017 proceeding.


And so page 53 of our compendium has the relevant sections there.  And we, Environmental Defence, had argued that some of Union's cap-and-trade costs should be disallowed because of the lack of incremental conservation.  The utility has responded with a number of arguments, and the Board ultimately accepted the arguments relating to the lack of time and the lack of the MACC in the long-term cost forecast, carbon price forecast.  Do you see that there?


MS. FLAMAN:  Yes.  Yes.


MR. ELSON:  Thank you.  And then it says that:

"The utilities are encouraged to give further consideration to these options for inclusion in future compliance plans with the benefit of time, availability of the MACC, and the long-term carbon price forecast..."

So on and so forth.  Do you see that there as well?


MS. NEWBURY:  Yes.


MR. ELSON:  I'd like to understand how you implemented that in light of a response to an undertaking at tab 4, page 6 of the compendium.  And as you're turning that up, I believe it's Union's position that any cost-effective opportunity identified through the CPS and/or the MACC analysis should not be pursued via the 2018 compliance plan but should instead be pursued through the DSM Framework.


Is that -- I'm just reading from a portion of your evidence.  Is that a -- can you confirm that that's Union's view?


MS. FLAMAN:  We believe that energy conservation is best pursued in the DSM Framework.


MR. ELSON:  And just to put a bit of more particular detail to it, you are saying in your application that cost-effective opportunities should not be pursued via the 2018 compliance plans but instead should be under the DSM Framework; right?


MS. FLAMAN:  No, actually, what we have said is energy conservation should be pursued within the DSM Framework, as it's already established to deal with energy conservation measures as abatement.


MR. ELSON:  So what you said -- and we can pull this up -- is that Union believes that any cost-effective opportunity identified through the CPS and/or the MACC analysis should not be pursued via the 2018 compliance plan, but that it should instead be pursued within the DSM Framework.  Is that a correct description of your evidence?


MS. SEERS:  Sorry, Mr. Elson, can you help us -- can you help me find the reference you are reading from?


MR. ELSON:  I can.  Your witnesses are nodding, but in the meantime it is Exhibit 3, tab 4, page 41.


MS. SEERS:  Exhibit 3, tab 4, page 41.  Let us find that.


MR. ELSON:  Mr. Ginis, though, in the interests of time, I saw you nodding there, as well as Ms. Flaman?


MS. SEERS:  Okay.  We have it.  Thank you.


MR. ELSON:  Thank you.  So, yes, that's your position?


MR. GINIS:  So just to add clarity, our position is that it is most effective to pursue energy conservation programs through one framework.  We have quite a large DSM Framework that involves a lot of planning, execution, and then evaluation, so for example, for 2015 to 2020 we had a lengthy three-week oral hearing for that specific just to energy conservation programming and all the details that are involved with that.


And so what are -- what we are saying here is that rather than going through that detail in two separate frameworks, potentially, for the same types of programming, it makes most sense to do that through one framework, and if required, as you've noted and as we've noted, to enhance the framework in the DSM side would make a lot more sense than pursuing it through two separate frameworks.


But essentially the reason why we have not included abatement, energy conservation abatement, in this specific compliance plan for 2018 is because the MACC overall did not identify opportunities outside of some in the residential sector, which we've addressed, and we don't believe are prudent to pursue at this time.


MR. ELSON:  Thank you, Mr. Ginis.  And I don't necessarily disagree with your comments about the robustness of the DSM Framework.  My questions are relating more to a timing question.  And further to that timing issue, which I've been trying to get around to slowly, if we could turn to page 6 of the Environment Defence compendium, there is reference to some of the enhancements to the DSM Framework.


And then at the bottom of that page you say that that should be assessed in the next DSM Framework.  And I'm just trying to clarify what you're talking about here.  Are you talking about the DSM Framework, you know, like, an entirely new one post-2020?


MR. GINIS:  Yeah, I think to add clarity, what we're saying is basically what I said, but in terms of timing, to answer your question, that that would require a subsequent framework to address that, that process that I'm describing that we went through for 2015 to 2020, that's what we're referencing here, in terms of the post current framework.


MR. ELSON:  So if I'm understanding you correctly, that would mean that we wouldn't have incremental carbon-cost-driven conservation until 2021 at the soonest.


MR. GINIS:  I think the reason for that is driven more so by the fact that the MACC didn't identify overall prudent conservation to pursue, as opposed to this suggestion here.


MR. ELSON:  Well, we can have a separate debate about the MACC, but what I'm asking about is Union's proposal about when it would actually be appropriate to apply for incremental conservation.


You've said that that should happen under the DSM Framework, which that may be the best way to do it.  But does that require waiting until 2021?  Is that what you're saying?  Because that's something that is relevant to the comments you've made in this pleading?


MR. GINIS:  Well, you're referring to pursuing incremental abatement.  I think what I'm pointing out is that I'm not clear what that incremental abatement is, because the MACC didn't identify that, that we thought it was prudent to pursue.


So I think to answer your question, if there were to be incremental abatement and more funding for energy conservation programs, it should be considered, as it always would be, through the DSM Framework and you would go through that process.


In terms of timing, although it's only 2018 right now and this would be a framework for the beginning of 2021, my experience with these things is it takes quite a lengthy period of time to set up the framework, to have the utilities apply with our applications of what we expect to do in the framework and then have that process.


So I think that's why we say at the end here that it should begin as soon as possible, because if we start soon, it will probably lead us right to the end of 2020 and then in preparation for 2021.


MR. ELSON:  And if you were to be doing, again on the assumption that there is incremental conservation to pursue, working towards ramping up incremental conservation in 2019, whether that be through changes to the DSM Framework or otherwise, you'd need to start doing that work now, is that fair to say, or soon?


MS. FLAMAN:  It comes back to what we have said previously in response to the other questions about timing.  It would depend on the program.


So for some of the programs, yes, absolutely we would have to start now.  However, for other programs, perhaps not.  It depends on the program and what type of abatement we were trying to achieve.


MR. ELSON:  Okay.  Well, I will leave my questions there for now, and pick up some of these topics with Enbridge.  Thank you, panel.  Thank you, Mr. Chair.


MR. QUESNELLE:  Mr. Elson.  We'll break for lunch right now and return at 1:45, and Mr. Poch you will be up at that point.  Thank you.

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

--- On resuming at 1:47 p.m.


MR. QUESNELLE:  Good afternoon.  Please be seated.


Okay.  If there are no preliminary matters, Mr. Poch, you are up next.


MR. POCH:  Thank you, Mr. Chair.  I've distributed a compendium.  Perhaps it should get an exhibit number.


MS. DJURDJEVIC:  Exhibit K2.3.

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

Cross-Examination by Mr. Poch:

MR. POCH:  Good afternoon, panel.  I wanted to start off just discussing the use of the -- of the cost-effectiveness tests.  We've had some discussion already this morning, and two things, I think, were clear on the record.


Now, first of all, in the decision last year, the Board -- Mr. Elson took you to where the Board said -- they excused your not considering customer abatement at the time and asked you to -- said you were encouraged to consider it in future plans; do you recall that?


MS. FLAMAN:  Yes.


MR. POCH:  All right, and then you've also pointed out -- it's in our materials again.  I don't think we need to turn it up.  It's been spoken of already -- that the Board in its framework, cap-and-trade framework, explicitly said that they consider it premature to apply TRC or SCT to your compliance plans; do you remember that?


MS. FLAMAN:  I do.


MR. POCH:  All right.  I'm just -- I look at those two directions from the Board, and it seems to me that the only way to honour both is to look at customer -- ratepayer-funded incremental DSM as part of your compliance portfolio, and do so without use of the TRC or the SCT as the screen, rather by default to use the same test you're using, what you've used for RNG, for example; that is, a test, either call it the UCT or the PACT or some analogous test.  Can you tell me how you reach any other conclusion?  Or if you reach any other conclusion, I should...


MR. GINIS:  I can speak to it for our approach to energy conservation.  In order to assess the cost-effectiveness of incremental abatement we use the MACC.  That's -- I think we've had plenty of discussion today, but that's quite clearly outlined in the Board's framework as what should be used.


You referred to the UCT.  I think you were referring to the fact that the MACC uses the UCT.  I would just make it clear that that was the consultant's work that created that, and that the Board's framework itself didn't say UCT, it said use the MACC.


MR. POCH:  Right.  But can we agree if you are going to screen these options, and you are not going to use the TRC or the SCT, isn't it reasonable to conclude that the implication is you should use the same test you are using for other compliance options?  You haven't hesitated to use the -- effectively use the UCT for RNG, for example.


Let me just add, I'm not suggesting you don't take account of other factors.  You've said that repeatedly and you don't need to repeat yourself.  We've heard.  The Board has given other guidance in its framework, and you have other considerations that are appropriate.  But just on which test to apply for cost-effectiveness, they've ruled out those tests that you usually use for DSM and they've said, "We encourage you to consider some incremental ratepayer conservation."  What's left?


MS. FLAMAN:  So I would -- sorry, I would direct you to -- we did respond to the test we used to assess abatement overall for the compliance plan in OEB Staff 17, I believe.  And with respect to -- I just want to back up and speak to RNG, because you did raise that.  With respect to RNG, the use of government funding minimizes the financial impact of RNG and so therefore removes the applicability, if you will, of the quantitative analysis in the comparison piece around the cost-effectiveness.


We know from testimony yesterday that RNG will be net-neutral.  We then talk about, in looking at the other pieces of the abatement, we use the long-term carbon price forecast to guide how we are considering facility abatement, and then from a customer perspective we did look at using the MACC as Mr. Ginis has said.


MR. POCH:  I don't think you've answered my question, which is:  If the Board's told you to look at the cost-effectiveness -- have encouraged you to look at the cost-effectiveness of more conservation and have ruled out the SCT and TRC, can we agree that in effect they've told you to use something like the UCT as in the MACC, leaving aside -- okay, stopping there.


MR. GINIS:  I think it's quite clear we used the MACC.


MR. POCH:  All right.  Are you agreeing with me or not that that's -- it's -- the MACC is the UCT, in effect?


MR. GINIS:  If you are asking about my interpretation of the Board's framework --


MR. POCH:  Yes.


MR. GINIS:  -- it doesn't refer to the UCT.  The MACC happens to use the UCT.  I'm not reaching to say that that is the Board's policy in the framework, I'm saying that the Board's policy, my interpretation of it, was to use the MACC to assess incremental abatement.


MR. POCH:  You were comfortable doing that, you know it's the UCT, so you are not uncomfortable.  You don't feel that using the UCT is contrary to the Board's direction?


MR. GINIS:  I think we've had conversations this morning about using other inputs and such, and we're saying that can be used.  I think what's clear is that in order to comply with this framework we were required to use the MACC.


MR. POCH:  We can leave that debate for argument, but I think I have your answer, although not in so many words.


Can we just turn up page 8 of the compendium K2.3.  You had had an exchange with Mr. Elson just about the implications of choosing PACT versus TRC, and I just wanted to put a little harder edge on it.


This is actually Enbridge numbers.  We didn't -- we weren't able to get the numbers from you.  But can we agree that just looking at the last column and the fourth-last column -- this is the ratios -- we could -- for comparison, it's pretty clear that the -- for Enbridge's portfolio, at least, the PACT ratio is a lot better than the TRC ratio?


MR. GINIS:  I see that.


MR. POCH:  All right.  And so that's just in support of the point Mr. Elson was trying to make, which was that, in general, one would expect that the PACT test or the UCT test is more likely to find conservation programs cost-effective than the TRC test?


MR. GINIS:  Yeah, again, I'm not saying that that's not true.  I'm just saying that I haven't --


MR. POCH:  Okay.


MR. GINIS:  -- seen a direct assessment of the two cost-effectiveness tests.


MR. POCH:  All right.  Did you, in fact, assess options for getting more participation from, say, the resource acquisition programs, maybe particularly even your most cost-effective ones, like in the CNI markets, and screening them using PACT or UCT?


MR. GINIS:  Again, we use the MACC, and in that are commercial and industrial programs.  I think you asked about incentive levels.


MR. POCH:  No, I was asking about just getting more participation.  You could obviously do it with more incentives, yes.


MR. GINIS:  Adoption rates, incentive levels I would say are similar.  That's implied in the MACC.  There are adoption rates applied to that, so we did not recreate that process for this, as Ms. Flaman has noted earlier.  The MACC was provided to us specifically for this process and within months of us filing this, so we did not recreate all those assumptions.


MR. POCH:  You didn't go out and look for some particular opportunities that might have been identified in the CPS, and test them using the PACT or the UCT to see what you could get.  As opposed to the global analysis and the MACC that you've done, you've just taken how high you get up the curve and compared it to your total portfolio?


MR. GINIS:  That's correct.


MR. POCH:  All right, you didn't get down to that level of detail.


Now, both you and Enbridge have at least implied, and I think you've probably stated that the rate impact concern and the rate impact guideline in the DSM Framework -- I think the word you used earlier was preclude maybe, we'll use it here -- it precludes you from proposing incremental DSM as part of your carbon compliance because you're bumping into that concern.  In fact, it was a guideline of $2 a month, as I recall, whether you phrase it that way or just as a concern for customer rate impact.


I take it there is no disagreement there, that far?


MS. FLAMAN:  We are concerned about rate impact, and I would say the $2 piece is what is identified in the DSM Framework for rate impact.


MR. POCH:  Okay.  But surely you'd agree the Board who heard your cap-and-trade application last year knew about that.  They knew where you were relative to that guideline when they indicated that they were encouraging you to consider customer abatement in future plans.


So how do you read that as anything other than a willingness on the Board's part to weigh the possibilities, look into the possibilities of further cap-and-trade-driven ratepayer-funded customer abatement, and to -- at least to look at that trade-off at the margin of cost effective abatement for carbon purposes, versus what the rate impact would be?


MS. FLAMAN:  So I just want to perhaps step back and look at context as we consider what customer abatement we did look at.


I want to make sure that we're clear that we have customer abatement.  We have proposed a number of things in our compliance plan.  I just want to sure I set that background before we continue our conversation.


And that's we have looked at the abatement construct.  We have renewable natural gas.  We've proposed the lower carbon initiative fund.  We have the Green Investment Fund work that we have done.  We've done a facilities abatement study, and that is -- then we have DSM, which provides quite a significant amount of conservation and drives significant energy conservation and abatement for our customers.


So as we build on that then, I would say that we used -- again to come back to as we use the tools and considered cost effectiveness and the principles around how we should approach customer abatement, so with the focus on ratepayer impact and risk.


MR. POCH:  I'm just wondering if you can accept my interpretation of what the Board was saying, that the Board, knowing about the constraints of the DSM Framework, was nevertheless encouraging you to go out and look at further customer abatement, and that must mean they were prepared to at least entertain further rate impact because of the benefits of customer abatement relative to buying allowances, for example.


Is there -- would you agree that's a reasonable interpretation?


MR. GINIS:  I think it's quite clear in the Board's framework that we were to assess incremental abatement, and we have done that.


MR. POCH:  Now, you draw a distinction for incremental utility spending on energy efficiency, which I think we're calling DSM for the purposes of this hearing, and other options like RNG that you just mentioned.  And because, in your view, DSM has costs for some non-participants and those costs may exceed their share of any benefit that the system as a whole enjoys.  That's your rate impact concern in a nutshell, correct?


MR. GINIS:  So in the DSM Framework, the way it works is that we charge through the rate classes the financing funding for the programs, but only the customers that actual participate in the program would actually see the benefit.  The rest of the customers would simply bear the cost.  So that's what we're referring to in terms of rate impact.


MR. POCH:  I'm talking about the principal benefit of DSM, which is just that gas saving from that measure.


MR. GINIS:  The economic benefit of it.


MR. POCH:  Well, let's just think about that for a minute.  Would you agree that there are effects of wide-spread DSM participation over the years that ease this concern about ratepayer impact somewhat, because -- well, for example, a non-participant, a non-DSM participant in 2018 may have benefited and be continuing to benefit from participating in 2016 or 2001, or may participate two years down the road and get a benefit?


That eases your concern about any cross subsidiary between participants and non-participants.  It's only the rate impact on the non-participants that we're talking about, right?


MR. GINIS:  It is only the rate impact on the non-participants.  But I think if you look at our DSM programs, if you look at residential for example, we have, I believe, targets that just to use, round numbers are 5 to 10,000 number of homes that can participate.  That's what the entire program supports, and I believe we have about 1.4 million residential customers.


So the benefits would flow to those 5 to 10,000 homes, but the cost would be borne by all 1.4 million customers.


MR. POCH:  But if you have longer measures, as you do -- I think typically on average, 15 years or something like that, correct?


MR. GINIS:  It depends.  Residential could be up to 25 years.


MR. POCH:  Sure.  And over that period of time, you are going to have maybe a quarter of a million participants.  Fair?


MR. GINIS:  It depends, but okay.


MR. POCH:  So to that extent, there's fewer non-participants, in the sense of people who aren't benefiting from DSM?


MR. GINIS:  Yes, I think as the programs progress, more people will participate.  I think, though, that the rate impact issue is a concern because while more people will participate in subsequent years, others are still funding that.


So I'm not sure I understand how you are categorizing across multiple years, but there are participants and there's non-participants.


MR. POCH:  All I'm saying is you can't -- you shouldn't look at one year in isolation.  You have to account for the fact that someone who may be a non-participant this year, is in fact a participant in a previous year and will have also -- the hats could have been switched in prior years.


So if the Board is concerned about its impact on customers -- I'm not saying there aren't non-participants on a more permanent basis, but this is an ameliorating factor.


MR. GINIS:  Again, if you are assessing it by year, you want to look at what the funding for that year, and then what are the benefits accruing from that funding over the course of the life of the measure, or the technology, or the program.


But if you are comparing, you know, 2018 to participants in 2015, you have to compare the cost in 2015 to run that program which generated the benefits across those years.


MR. POCH:  Would you agree that there are other benefits from DSM that are shared by all customers?  I'm thinking something like system benefits, something -- for example, there has been discussion in past cases about gas commodity price suppression, that that would be something that everybody would benefit from, without quantifying it.


MR. GINIS:  I am not an expert on avoided costs and those types of things.  I understand it is quite a complicated topic, but yes, there are other benefits involved in the system.


MR. POCH:  Similarly, there may be distribution capital savings that once we get an IRP rolling, we'll have a better fix on what they are.  But those we be a savings that would be to the system as a whole?


MR. GINIS:  Again, I can't speak to that in any detail.  That's outside of my...

MR. POCH:  I'm not asking you for details, just the concept that...

MR. GINIS:  I think I've acknowledged that that concept makes sense.


MR. POCH:  All right.  Let's leave that debate aside for a moment, and presume hypothetically that there is some residual net rate impact for the program cost for DSM non-participants, and we're talking about your DSM driven by -- incremental DSM driven by carbon abatement concerns.  And I want to look at the distinction you've advanced implicitly that DSM is different in that regard than your other abatement options, like -- well, let's just start there.


Could you turn up page 9 of our compendium?  This is from Mr. Neme's evidence.  And I'm -- it is about RNG, but it's not -- I'm not here today to challenge your RNG plans, but I want to look at this to illustrate the impact of different cost-effectiveness tests and any inconsistencies that I've -- we've noted.


Mr. Neme here has laid out how a cubic metre of RNG would fare under different cost-effectiveness tests.  I gather you've had a chance to look at this in the preceding weeks?


MR. GINIS:  Yes.


MR. POCH:  All right.  And you can see there in the first box, which is the utility cost test -- we've also referred to it as the PACT or program administrator cost test -- that you ignore costs that aren't borne by the utility, so in that case, for RNG you would leave out the subsidy from the provincial government, and you get to a break-even compared to buying conventional gas plus allowances, and that's, in effect, what -- in effect, the test you've applied to RNG and how you can justify your proposal, because it comes out that, in your words, I think the customers are indifferent, cost-wise?  Correct?


MS. FLAMAN:  Yes, for RNG the customers are net-neutral --


MR. POCH:  All right.  And that -- and this box effectively sets out the puts and takes on that?


[Witness panel confers]


MR. POCH:  Nothing too much turns on the particular dollars and cents, just really looking at the concept here.


MS. FLAMAN:  For clarity, could you please repeat the concept, just to make sure we're understanding it?


MR. POCH:  Well, I just want to -- the first box there, the utility cost test, effectively is an illustration of how you've approached the RNG proposal and why, under a utility cost test, it gets you to a benefit/cost ratio of 1, which is the same as saying your customers are, cost-wise, indifferent.


MS. FLAMAN:  So as we noted earlier, the MACC does include the utility cost test, and we use the MACC to look at RNG.  However -- and then we've acknowledged before -- RNG will be net-neutral as a result of government funding, so as you look at quantitative analysis and cost-effectiveness you do need to keep in mind the government funding piece associated with RNG.


MR. POCH:  All right.  So you don't have a problem with Mr. Neme's first box there, that's illustrating basically -- it's the way you've approached this; correct?


MS. NEWBURY:  The only clarification I'll add is the first box, in how you've represented it, has to do with a decision to procure RNG as an alternative to conventional natural gas with the objective of lowering the carbon content of the natural gas stream.


So I just -- I'm not an energy conservation person, but it's just -- it is not an energy conservation objective, it's a greening of the gas stream and lowering the carbon content of gas --


MR. POCH:  That's fine.  I --


MS. NEWBURY:  -- and using government funding to help make it cost-effective.


MR. POCH:  I understand.  Thank you.


Okay.  And then in box 2 -- we just wanted to say, look at what would have happened if you'd used a TRC test that would -- that counts the total resource costs, so that would include the subsidy, and we see there that what would happen then is that the benefit/cost ratio dips well below 1, the net benefits are negative, because, of course, we're counting that added cost.


Any problem with that portrayal of what would have happened if you'd used the, say, the societal cost test for RNG, that that's a fair illustration?  I'm just trying to demonstrate how the test really changes the result.


MS. FLAMAN:  I think as we step back again to Ms. Newbury's point, we need to recall that RNG is something that is within our -- within the CCAP.  The government has put forward RNG as a renewable energy solution in CCAP and the long-term energy plan, and it achieves greening of the gas supply versus energy conservation, so in using a TRC energy-specific conservation approach I'm not sure that's valid for RNG, and I would again point to looking at the purpose of RNG, what it's -- where it -- and that it is net-neutral, so --


MR. POCH:  I'm not --


MS. FLAMAN:  -- I'm not sure that RNG is the best case to use for the evaluation you've --


MR. POCH:  No, what --


MS. FLAMAN:  -- the way you've laid out this evaluation.


MR. POCH:  Well, I guess I'm just trying to -- I'm not advocating for you to use the TRC test for RNG for this.  I'm just showing how for RNG, where we have the numbers and it's pretty clear, the choice of test would have given you quite a different result.


MS. FLAMAN:  The way you've set it out here, yes.


MR. POCH:  Okay.  And you don't have any issue with -- we've captured all the inputs to these two tests so far.


Now, the $11.46 provincial subsidy for RNG or whatever the actual number turns out to be, it comes from cap-and-trade funds that are, in part, from gas customers; correct?


MS. NEWBURY:  Yes, we acknowledged yesterday that the CCAP funds -- a portion of the CCAP funds do come from our customers.


MR. POCH:  Right.  And the arrangement under the cap-and-trade legislation is you -- the gas utilities don't get any free allowances.  That's my understanding; is that correct?


MS. NEWBURY:  That's correct.


MR. POCH:  All right, so it's reasonable to assume that the largest contributors to the government's cap-and-trade funds are the natural gas sector and the transportation fuel sector; is that fair?


[Witness panel confers]


MS. NEWBURY:  I'm not familiar with the transportation sector.


MR. POCH:  All right.  Fair to say, though, that gas customer payments, payments you are making on behalf of gas customers and Enbridge will be making and so on, they are providing certainly a major portion of the fund?


MS. NEWBURY:  Again, I'd go back to what we said yesterday that certainly with respect to home heating the two Ontario utilities hold a significant obligation under the cap-and-trade program to meet the carbon emissions requirements that are cap-and-trade for our customers, and then we do charge customers for those costs which, again, I think we covered in JT1.9 and how that works, so from that perspective I would say yes, but again, I can't tell you proportionally how that -- what that is.


MR. POCH:  All right.  Good enough for our purposes today.


So in the example we were looking at of the RNG example, your customers are still paying for conventional gas, and they still pay what they would have -- I'm sorry, they still pay what they would have for conventional gas, not paying for the conventional gas, same words, but substituted, and they are still paying what they would have for the carbon price had they gone with conventional gas, and in addition, they are responsible for some significant portion of the $11.46 subsidy that was or will be provided by gas customers as their payment into that pot that provides the government incentives, fair?


MS. NEWBURY:  So I think your question is with respect to the RNG mechanism that was put forward in evidence and discussed yesterday, so in the context of the RNG we are looking to procure as part of our gas comply portfolio, I believe the answer to your question is yes.


MR. POCH:  So, now, that's not a show-stopper for RNG, is it, because, as you've explained, government policy supports the enhancement of that option, right?  I think you just referred to that a moment ago, and I don't need any more specifics than that.


MS. NEWBURY:  So the challenge with RNG is that right now, because it is a relatively new commodity with underlying capital costs and it was a market that was really just starting to develop, including even some of the equipment isn't necessarily available made in Canada yet, that it is more costly now than conventional natural gas.


So again going back to the objective of our proposal, it's really to help assist the development of an RNG market in Ontario and again, so that we can bring some facilities on-stream because it is right now the -- again, the only available alternative that is fully compatible with our distribution and transmission system, as well as community and customer equipment, so the equipment in customers' homes.


So if we want to start reducing the carbon content of natural gas, right now this is the one commercially-available opportunity to do that and that's why we are focussed on it.  And again, I would suggest that's why the government is focussed on it as well.


MR. POCH:  Well, I guess I just wanted to know if you'd agree that -- I mean, you're focusing on RNG.  It is an opportunity to reduce carbon and even though it's expensive, at least now, government policy is behind it.


And I'm wondering, isn't that all true of DSM?  The government has been quite explicit about a Conservation First policy, too?


MS. FLAMAN:  If you're asking is it -- is the government focussed on energy conservation as well through DSM, then yes, I would say so.


MR. POCH:  All right.  I wanted to look at your use of the CPS and by reference to the CPS, you did some number crunching and came up with a figure of -- I think it was $60 per tonne of carbon abated.  I think you were looking at the difference between the constrained and semi-constrained, and you looked at that marginal spend and came up with the $60 per tonne.  And then the difference between the semi and the unconstrained, I think, was $119, if memory serves.  Do you recall that?


MR. GINIS:  I recall that.  I'm not sure I followed how you've characterized it completely.  We used the CPS which -- that opportunity was screened using TRC.


MR. POCH:  Yes.


MR. GINIS:  We compared the cost to drive that opportunity to the cost of procuring a compliance instrument.


MR. POCH:  Well, the TRC was just the screening mechanism where it was determined what got on the list.  But to develop your $60 or your $119, you are just looking at what's the marginal cost of getting the extra conservation and how many -- how much carbon it avoided.  And you did the division and that's how you got the $60 a tonne in one case, and 119 in the other, correct?


MR. GINIS:  Well, I wouldn't say it's just the screen when you are referring to TRC.  That's what was used to assess the abatement opportunity, because in order to identify an abatement opportunity, you have to apply some sort of screen.  Otherwise, you are left with what's considered the technical opportunity, which is everything that can possibly be done.


So I think it's important to understand that test that's used there.


MR. POCH:  I'm not disagreeing with you.  The having was used to come up with a list of what qualified, as you've said.


MR. GINIS:  I wouldn't say it's a list.  It came up with the abatement opportunity, similar to what the MACC would do.


MR. POCH:  Okay.  And you took a cost, the program cost for those incremental, the difference between the constrained and semi-constrained and you expressed that per tonne of carbon, and you got to the $60, correct?


MR. GINIS:  That's correct.


MR. POCH:  All right.  You left out the gas commodity cost avoidance benefit, didn't you, in that calculation?


MR. GINIS:  In that second layer, yes.  But in the screening test to identify the abatement opportunity, it includes that.


MR. POCH:  Sure.  If you are looking at what it cost to abate the carbon, don't you think you have to count the savings, too?


MR. GINIS:  You are asking if we should look at the savings on the gas cost to assess...

MR. POCH:  What the net cost is of that carbon abatement.


MR. GINIS:  Of the carbon abatement?


MR. POCH:  Yes.  Dollars per tonne of CO2, which is what your $60 is.


MR. GINIS:  Again, I think that -- so we're talking here about the CPS analysis that we did.  But I would point -- if we could actually scroll down to this third table here, because I think this is what you're getting at.


MR. POCH:  Mm hmm.


MR. GINIS:  And I think it is important to clarify this, because you are referring to one specific assessment that we did using the CPS.  But the way Mr. Neme has identified this where he says under the heading, "i.e., approach utilities used to evaluate incremental efficiency" is not completely accurate.


MR. POCH:  Perhaps if we modified that to say the approach you used to get to your $60 a tonne.


MR. GINIS:  The approach we used to assess the TRC opportunity that is available to us through the CPS, yes, we compared it to the cost of purchasing a compliance instrument.


MR. POCH:  Why would you leave out the benefit of the gas cost of what -- in illustrating to this Board what this incremental conservation can do, the cost effectiveness of this incremental conservation for carbon avoidance.  Why would you leave that cost out, that benefit out?  It is a real benefit; you are going to avoid gas.


MR. GINIS:  I think in a round about way if that occurred, you would essentially be replicating the MACC in a certain way, because the MACC includes the cost of gas and the cost of carbon, to your point.


That wasn't our intention here.  It wasn't to recreate the MACC using a different assessment.  And I think it goes back to what we were talking about earlier this morning about the difference between the MACC and the CPS, and that is that the CPS uses much more aggressive adoption rates that weren't necessarily considered appropriate for this framework.  Otherwise, I think we would have not had to create the MACC.


And so again, our intention on that was not to assess -- or rather to replicate the MACC.  It was simply to see, at those really high adoption rates, compared simply to the cost of carbon which is more cost effective to approach it.


MR. POCH:  How can you draw any conclusion about the cost effectiveness if didn't count the benefits, costs and benefits?


MR. GINIS:  Well, you are saying we didn't do that and I'm saying...

MR. POCH:  You didn't do it in this calculation.  Isn't the $60 per tonne figure meaningless?  That's my question.  Looking back on it, that calculation really doesn't have any value because you left out the benefit.


MR. GINIS:  I wouldn't say so.  I think we can agree to disagree.  Like I said, we weren't intending on replicating the MACC using different assumptions.


MR. POCH:  Okay.  And you did draw our attention to the third box on that table, where Mr. Neme said if you'd left out the gas -- the savings of conventional gas costs when you looked at RNG, it would have come up a loser.  Agreed?


MR. GINIS:  Sorry, could you repeat that?


MR. POCH:  If you had tested the cost effectiveness of your RNG proposal and done the same thing, left off the benefit of the reduced conventional gas cost, it would have been a loser?


MS. NEWBURY:  I feel like we are comparing apples and oranges, because our RNG proposal, which is what you have laid out as your comparator here, is not an energy efficiency proposal.  It is a proposal to develop the RNG market in Ontario through purchasing natural gas -- sorry, RNG, which is a carbon-neutral commodity relative to conventional natural gas, and so we are reducing the emissions through that.  And again, how we are recovering the costs for the higher commodity rate is what the mechanism lays out, where there would be the three components to it including government funding.


But again, it is unrelated to energy conservation.


MR. POCH:  I wasn't suggesting it was.  I'm just saying if you made the same mistake, I'm going to characterize it -- you don't have to accept my characterization -- in evaluating RNG as did you with that, in coming up with your dollars per tonne for DSM, it would have killed the proposal.  And I think you've just said to me of course you want to count the benefit of displacing conventional gas, correct?


All right.  I don't even need an answer, Mr. Chairman.  I think it's obvious on its face.  Let's move on.


At pages 10 to 13 of our compendium we've reproduced Exhibit JT2.15, and I'm going to direct you to page 12.  And this was a -- an undertaking that Mr. Neme fulfilled in response to a request from Board Staff to, in effect, correct the omission of the gas costs from your dollars per tonne analysis.


And you can see there that for your various -- for -- in that table 2, in the -- looking at the dollars per tonne, removing from constrained to semi-constrained at the top half of the table, and in the bottom half it looks at the dollars per tonne in the last column, of moving from the semi-constrained to the unconstrained, and he finds, in all cases, a negative or a negligible cost of carbon reduction.


Does that look right to you?


MR. GINIS:  I haven't looked at this in detail, but I see what he's provided here, which is information --


MR. POCH:  And this is -- I'm sorry, let me interrupt you and just rephrase it.  From the constrained to the semi-constrained, which is what we're talking about, there it's all negative or negligible.  I apologize for interrupting.


MR. GINIS:  That's all right.  What I was going to say was that I haven't looked into how these calculations were created, so I can see what you are pointing to, but I don't know anything further about --


MR. POCH:  Can we --


MR. GINIS:  -- behind this --


MR. POCH:  All right.  Can you let --


MR. GINIS:  -- on that --


MR. POCH:  -- us know if you have any trouble with the math there?


MR. GINIS:  I think -- my issue isn't so much with the math.  I mean, we can look at that, but this is -- this is an assessment that's fundamentally based on the CPS, and I think it's important again to identify why the MACC is the tool for this framework --


MR. POCH:  You've done that repeatedly today.  I'll ask you not to continually repeat it just in the interests of time, that we heard you, but you did, in fact, use the CPS to come up with a number that you offered this Board, come up with several numbers you offered this Board, and I'm -- just don't want the record to sit there, we want to show what the record would be if you had done it the other way.


MS. SEERS:  Mr. Chair, again, I would ask that witnesses be permitted to complete their answers before new questions are posed.


MR. GINIS:  Again, I think I might have forgotten what your original question was, but I don't think it would be appropriate to take that approach, the approach that you're suggesting, because it would be replicating the MACC in a roundabout way with overly aggressive adoption rates that are not appropriate for this.


And I think it's important -- I know you don't maybe want me to explain that, but I think it's important to explain it, in that, if these aggressive assumptions do not come to fruition -- and by definition they are aggressive, so therefore they are less likely to come to fruition -- the result would be that we have funded energy conservation programs that have failed to achieve the emissions reductions, and we would have to purchase compliance instruments.


So it is important to optimize those adoption rates so that that doesn't occur and that we have a reasonable and realistic approach to abatement in this compliance plan.


And so I think that begs the question of, well, what is the reasonable approach, and I think it's clear, and I know I'm repeating myself -- it's that it's the MACC, because the MACC was developed specifically for the compliance plan, specifically for the cap-and-trade framework, and it says, quite directly, the MACC, that it is not trying to address the most aggressive approach, it's trying to address realistic adoption rates that would be appropriate for a compliance plan.


MR. POCH:  Can you turn up Exhibit -- of the compendium, page 2.  I think I've pulled up the right numbers there.  This is sort of an -- every time I do this I think I should Mr. Elson to pull out numbers for me.  He's better than me, and better -- even better, we should ask you to pull up numbers for the reasons discussed earlier.


But there I've tried to just contrast the three sets of numbers for what the three years' savings are as found by those, the CPC constrained, CPS, I guess it is, the MACC, and the LDC plans, and I've given the sources.


Now, there is quite a disparity there between the -- what the CPS finds and what the MACC finds.  And I think that I may have -- you are nodding.  I think you are going to tell me it should be -- that should read semi-constrained; correct?


MR. GINIS:  Sorry?


MR. POCH:  Were you going to correct something on that exhibit?  You were...


MR. GINIS:  No.


MR. POCH:  No?  Okay.  Earlier today you took us to the section of the CPS where it's explained that for each of the levels of the constrained and the semi-constrained ICF looked at business-as-usual approach and what you've called -- what I think they called the aggressive approach; do you recall that discussion and...


MR. GINIS:  Yes.


MR. POCH:  You mentioned it just a minute ago.  All right.  And in contrast, the MACC just took the business-as-usual approach; right?


MR. GINIS:  I think it would be helpful if we actually go to the MACC.  That's Exhibit KT1.2, page 22.


MS. SEERS:  Apologies.  We appear to be having some technical difficulties.  We've got it -- Mr. Charles has it up on his screen, but for some reason it is not appearing on the other screens.  We may have some paper copies.  Let me check on that.


MR. POCH:  Just while we're waiting for that, the -- just for the clarity of the record, could we agree that the difference between the --


MR. QUESNELLE:  Do we have it now?


MR. POCH:  Oh, all right.  Well, let's carry on then.


MR. GINIS:  So I think I didn't intend that to take very long.  I thought it would be quick.  But if we go halfway down the page, the paragraph that starts with "for the MACC study", so that first sentence there is just what I was going to point you to, I think is what your question is, is that:

"For the MACC study, the CPS approach was applied to assess all technically feasible conservation measures using realistic adoption rates."

MR. POCH:  And that meant, in practice, they took the business-as-usual scenarios in each case?


MR. GINIS:  So if you go to the CPS, there is two scenarios.  It is business as usual or it's the aggressive case.


MR. POCH:  So it's not surprising then that the business as usual doesn't come up with a lot of incremental conservation beyond what you're doing, because you're doing business as usual.


MR. GINIS:  I can't speak to the details of how the consultant created this.  I think what's important to understand about the MACC is that had -- this is my understanding of it, at least -- had the MACC -- sorry, had DSM ended at the end of 2017 the MACC opportunity still would have been what it is, so the abatement opportunity identified in the MACC would be unchanged.


So what we did then was we compared that opportunity knowing that we actually have a DSM Framework in place, and as I've mentioned, the DSM Framework is quite robust.  It has approximately $700 million worth of ratepayer funding in it across six years for both utilities.  It is not a surprise to me that that surpassed what was identified in the MACC.


MR. POCH:  Now, it seems to me to be a kind of a limitation of the MACC, that it didn't -- unlike the CPS, which looked at optimizing a mix of business and usual and more aggressive approaches.  You don't need to turn it up, but I think it's page 12 of that study that explains how it was actually a mix of the two.


They went with -- for the less expensive options they could go to aggressive, they did.  And for the more expensive options, they tended to stay with business as usual.


Given that that, in effect, is a limitation on what the MACC can tell us about where you could go next, you've sort of repeatedly said that you're effectively precluded from going beyond the MACC in what you've present to this Board.  You've repeated any number of times, the MACC is the MACC is the MACC, correct, despite that concern we have that the MACC doesn't tell us anything about what we could do beyond business as usual?


MR. GINIS:  I'm not sure that I totally follow.  I think the MACC is the marginal abatement, and that's what we used to assess the abatement opportunity as per the Board's framework to use that tool.


MR. POCH:  But I think we've agreed that the MACC is the marginal abatement using the business-as-usual approach.  They are not tinkering with incentive levels, what have you.  It's just here's all these measures, business-as-usual approach, which is presumably similar to what you are doing, how far up the curve can we go.


MR. GINIS:  I can't speak to the details -- I understand what you are saying that it sounds like business as usual.  But I don't know that that absolutely means that it's exactly the same as that.


MR. POCH:  Okay.  Be that as it may, I think you've said repeatedly that you felt that the Board's marching orders to you were clear, you were to use the MACC?


MR. GINIS:  Right.


MR. POCH:  And not go beyond the MACC?


MS. FLAMAN:  I think what we need to do is step back, and again I'll just --


MR. POCH:  Can I interrupt you and just in the interest of -- to ask you answer the second part of my question.


You've said yes, the Board told you to use the MACC.  Do you agree that you interpret that as you don't want to go beyond the MACC?


MS. FLAMAN:  I think we need to step back and I know won't appreciate my perspective on that, but I do think we need to step back and recognize that we are considering customer abatement overall.


So while your focus is on energy conservation, that is one piece of the compliance plan.  What we have looked at from the compliance plan and as, you know, in alignment with the cap-and-trade framework's guiding principles, we need to make sure that we are balancing compliance options was achieving how we -- with how we achieve ratepayer impact and efficiencies.


And so I just want to emphasize that there are other factors to consider beyond yes, we used the MACC to look at energy conservation.  B we have also done a number of other things to study abatement and to make sure that we're optimizing the compliance plan overall.


MR. POCH:  Okay.  With that caveat, though, did you take your marching orders as use the MACC and don't try to go beyond the MACC in looking at the incremental ratepayer-funded, carbon cap-and-trade-driven energy efficiency?


[Witness panel confers]


MR. GINIS:  I think it would have been very difficult for us to justify adding incremental abatement programs when the MACC showed that we are surpassing that with our DSM Framework.


MR. POCH:  Can you explain to me why you felt it was okay to manipulate the MACC in looking at DSM by tacking on a further free rider rate?


You took the MACC results and then you derated them, if you can use that expression.  For example, in the industrial sector, you multiplied it by your net-to-gross ratio.  In effect, you deducted -- no, you multiplied it by a free rider rate, 54 percent -- and that's what you've put forward as what you're saying the MACC tells you is available.


You did change the result of the MACC by putting your spin on it, correct?


MR. GINIS:  We didn't change the result of the MACC; we assessed the MACC.  And I think your question about net-to-gross goes to what I was going to say about my earlier comment, that the MACC is going to show what it's going to show and it would consider DSM programming up to the end of 2017.  It doesn't consider DSM programming beyond that.


It also doesn't consider government initiatives and it says that directly in the MACC.  That would also be going after that same abatement opportunity that's identified in the MACC.


MR. POCH:  You saw a shortcoming in the MACC, you addressed it in the way you thought was fitting, and you multiplied it by your free rider rate, correct?


MR. GINIS:  Again, I think it's clear that it says in the MACC that CCAP initiatives were not considered, and presumably that would have reduced the opportunity identified in the MACC.


MR. POCH:  So you adjusted the MACC to address that?


MR. GINIS:  This might be semantics.  I don't think we adjusted the MACC.  I think the MACC speaks for itself.


MR. QUESNELLE:  Mr. Poch, you did ask a question.  Mr. Ginis is attempting to answer.


MR. POCH:  I apologize.


MR. GINIS:  Thank you, Mr. Chair.  Again, I was just going to say that your characterization of it that we somehow changed the MACC or dug into the details of the MACC and changed them, we don't have access to do that.  We only have line of sight into the information that's written in the report, the same as everyone else, and we interpreted it in that manner, which is quite explicit in the MACC that it does not include initiatives for CCAP, which is the provincial funding, and we expect that to be in the range of 2 to 4 billion dollars between 2017 and 2020.


MR. QUESNELLE:  Mr. Ginis, can I interject?  Mr. Poch is asking, use the example of 54 percent applied in the free ridership to the results of the MACC, I think is to take your interpretation.


So characterize that for me.  How is that?  What was your intent there?  What are you attempting to show in doing so?


MR. GINIS:  By reducing it by 54 percent?


MR. QUESNELLE:  Yes.  What are you taking into effect?  There's the free ridership, and that is envisioned in the process or the management of the MACC?   I'm asking for -- am I characterizing that -- is that characterization aligning with your interpretation?


MR. GINIS:  I think so.  I think the way to look -- what we're talking about are net-to-gross adjustments, which are adjustments on our DSM results, to reflect savings that are not attributed to the utilities' influence; they are attributed to other influences.  And we had some discussion with Mr. Wasylyk about this at the technical conference about why we used, for example, 54 percent in this case for the MACC, which I think is what the question is.


The simple answer is we don't have any other adjustment rates.  We didn't develop specific adjustment rates for this.  So we took what we had in the DSM Framework as an adjustment to reflect influence outside of the utilities' programming.  That would be government programming, potentially.  So we simply just applied that amount.


I would also just want to add for clarity, and we talked about this, that this is -- so this is a calculation; it's an adjustment in the line of calculation.  If we didn't take that adjustment, our overall conclusion would still be the same, which is that the DSM opportunity surpasses the abatement opportunity identified in the MACC.  And when I say DSM opportunity surpasses, I mean the DSM Framework that we're pursuing.


So we weren't expecting this to really be a very contentious issue because, like I said, it is not material to the conclusion that our DSM programs are surpassing the abatement opportunity in the MACC.


MR. POCH:  I'll come back to that.  But let me just take you to some history here.  Could you turn up page 15 of the compendium?


This is an excerpt from your an application in this case filed in November, and in the indent paragraphs, the second paragraph reads:

"Because the opportunity identified in the MACC is in gross savings, Union discounted the MACC abatement opportunity by an assumed free rider rate for each market."

And that's where you used your -- the free rider rate you estimate you are experiencing in your DSM portfolio, correct?


MR. GINIS:  That's correct.


MR. POCH:  And that's the 54 percent in the case of the industrial market.


So at the time that you wrote this, your position was that the MACC was in gross savings; in other words, it hasn't been reduced by free ridership.


Then Board Staff asked you -- in the -- overleaf in page 16 of our materials, in B.Staff.30, the Board Staff pointed out that the MACC was based on the CPS and it took account of naturally occurring improvements and so on, and in effect, they've said to you it was not gross, it was net.  And you respond:

"Union understands that the opportunities identified in the MACC and CPS take into account some natural conservation."

And then you go on to talk about this concern about these new programs.


So I'm just trying to understand, when you wrote your evidence your understanding was that the MACC was gross, not net, of free riders, and by the time you gave this interrogatory you've clarified -- make sure I understand what you're saying -- yes, the MACC used a net figure, it is just not a net figure that goes far enough, as far as you're concerned, because there's these new programs; is that fair?


MR. GINIS:  Generally I think that's fair, yeah.


MR. POCH:  Okay, and when did you realize that your statement in your evidence was not, strictly-speaking, correct, that it was net, not gross, in the MACC?


MR. GINIS:  I don't think those statements contradict each other.  I think what we're saying is that the reason that we applied the net-to-gross adjustment to it was because of that -- those CCAP programs.


MR. POCH:  The MACC presumably already had something like a 54 percent free rider rate in it for industrial, and then you've added another 54 -- you've multiplied by a further 54 percent derating, and I'm trying to understand, does that mean you are implicitly assuming that the government programs you've spoken of will acquire on an order of 54 percent of all savings in that market over the three years?  In other words, that the current -- your current free rider rate is your best proxy for the percent of savings that these government programs will achieve and, in effect, take off the table, make unavailable to you and your programs?


MR. GINIS:  So you said a couple things there that I don't think that I would agree with.  You started it by saying that the MACC already included a 54 percent reduction as if it already included every possible net-to-gross adjustment.  That's not our understanding of it.


MR. POCH:  Well, they had a net-to-gross adjustment in there, correct?


MR. GINIS:  That's not my understanding of how that works, no.


MR. POCH:  So what do you mean in Staff 30 when you say that they take into account some natural conservation?  Isn't that what --


MR. GINIS:  Some natural -- sorry.


MR. POCH:  Go ahead.


MR. GINIS:  Some natural conservation doesn't mean that it takes into account all possible net-to-gross factors.  There could be several net-to-gross factors.  Some of them could have been included in the reference case in the CPS.  I don't have line of sight to that specifically.  I don't think that that means that it was -- it included the reduction that we had accounted for in it, which is the CCAP funding.


MR. POCH:  But the second half of my question then, is the use of your free rider rate, in effect, a proxy for what you say the government programs are going to do?  They're going to take that portion of the market away from being available to you.


MR. GINIS:  Again, it was a very simple proxy to that.  It was the only net-to-gross adjustments that we had.  Absent creating our own adjustments, we applied what we had available to us through the DSM Framework.


MR. POCH:  Well, your answer to Staff 30 seems to be all about the impacts of the Climate Change Action Plan and so on.  It just seemed to me that what you are saying there is that you are applying the net -- these numbers to -- to indicate -- to allow you to adjust the opportunity that the MACC says is there to reflect what you think is gone because of these programs.  Is that not the case?  I thought you've said that repeatedly to date, that that's what that adjustment is about.


MR. GINIS:  Yes.


MR. POCH:  Okay, fine.  Then let's consider a hypothetical.  Let's go to page 17, so if we can sort of parse the logic of that.  Page 17 of the compendium.  And I just am positing two completely arbitrary examples here.  Let's be clear just to look at how the math would work and try to understand.


In the first row we are positing that there's a savings opportunity out there and some MACC measure of 100, let's call it cubic metres, and that you've been -- it's something that's in your programs, you've been getting -- you've been targeting 40 of that.  You've had -- experiencing a free rider rate of 50 percent, so you are netting 20, leaving 80, and if the free rider rate is an indication of what, as you've just agreed to, what the government programs are now going to take off the table, you're basically saying the government's going to remove half of that 100 from the field.  In other words, they're taking -- they are going to achieve -- in effect, achieve 50 with their programs.


So let's say that's the situation in year 1.  If in year 2 you get start and you say, oh, we're going to be more targeted about our marketing of this measure.  We're still going to reach out to the same, you know, number of slice of the population.  There is 100 out there, and including what the government's going after; this year there's 100, whatever it is, appliances, turning over in the market.  We're going to go after 40, but we're going to do better.  We're going to have a 10 percent free ridership rate, so now you're getting 36 of the 40.  64 are left out there.


By your logic, your free rider rate now being 10 means the government gets 10.  So the way I look at that, the first case you get 20 million and the government gets 50 million -- cubic metres, whatever it is.  And second case you get 36, so you get an extra 16 compared to the first example, and the government gets 40 less; that is, just 10.


Does that make any sense to you?


[Witness panel confers]


MR. GINIS:  I can say that that didn't make a lot of sense to me --


MR. POCH:  No.


MR. GINIS:  -- but I don't know if it's because of --


MR. POCH:  The free rider -- sorry, did you -- were you finished?


MR. GINIS:  Not exactly.  I think I just didn't follow your line of logic there in --


MR. POCH:  Well --


MR. GINIS:  -- what you are displaying.


MR. POCH:  Well, let me try again.  You said a few moments ago that the free -- your applying that free rider rate to the MACC was in a sense a proxy for what the government is taking off the table, the impact of those government programs.


MR. GINIS:  It's an estimate.


MR. POCH:  It's an estimate.  I appreciate we are dealing in lots of uncertainties here.  And so I just did this:  If you changed your free rider rate here in this example from 50 to 10, by that logic what the government takes off the table moves from 50 to 10 in this example.  And I'm saying that's silly, isn't it?  That this -- these examples I've given, applying -- strictly speaking, applying your formula, it just doesn't make sense, it is counterintuitive.


MR. GINIS:  I think you are using two examples here that I just don't quite follow.  Like, I think I understand part of what you're saying, but the movement of our free rider rate from 50 percent to 10 percent wouldn't cause us to think that the two to four billion dollars that's being spent is going to have less of an impact.


MR. POCH:  Right.


MR. GINIS:  And I think I've been clear with that.  That's why we used that net-to-gross assumption, because it was the only assumption that we had.  And again, even if we didn't apply that assumption -- and I think we need to just take a step back and look at this overall, that our DSM programs between Union and Enbridge are approximately $120 million per year.  And our assessment was that that surpassed the MACC opportunity.


Now, even if you set the free ridership in this case, in this instance to a hundred percent, and you include all of the opportunity in the MACC and compared it to our DSM Framework, at 120-ish-million dollars per year, it surpasses the MACC.


If you are trying to make a point here that -- or I'm not sure what point you're trying to make, but the CCAP funding is two to four billion dollars, so I think it's safe to say that that funding is going to encroach on the opportunity that was identified in the MACC.


And that's -- we simply tried to put numbers to it.  I can say it was an estimate that we didn't have other adjustments to use; that's what I can say.


MR. POCH:  I hear what you're saying.  I'm not disagreeing that you obviously have to be very cognizant of what the government is doing out there, if you are going to spend your DSM budget and certainly an incremental DSM budget cost effectively.  No disagreement there.


All I'm saying is that your choice of the free rider rate as a proxy for how much those government programs are going to impact on your potential, as a matter of pure logic, I don't follow it.


I tried to lay out these two examples to show how you to get this counter-intuitive result, and your response is, well, it was the only number you had.  Do you disagree with me, though, that it is not particularly compelling logic?  It's all you had, so that's what you threw in.


MR. GINIS:  Yes, again, it was an assumption, an estimate.  And I think if you take a step back as I've just described, I think you are looking at really specifically the numbers here on an issue that is not really, in our assessment, that controversial in the sense that there is an excessive amount of funding that's going to be approaching and trying to attain the savings opportunity that is identified in the MACC.


MR. POCH:  We're just responding to the evidence you filed, and you've laid out a couple of analyses of why to make your case, and I'm just responding to them.


Let me just add one more question on this topic -- and I think, Mr. Chairman, I'm ready for a break, I sense.


Both Union and Enbridge came up with this $60 a tonne figure that we spoke of earlier, and both Union and Enbridge decided on this methodology where you're going to take your existing free rider rates and apply it to -- as a means of deciding how much the government was going to take off the table from the MACC.


Is that just a coincidence, or did you -- how did that happen?  Did you work together on that?  What's the chronology there?


MR. GINIS:  We collaborated and consulted with each other in terms of our assessment of incremental abatement for this process.


MR. POCH:  That's helpful, and it will shorten our cross-examination of Enbridge.  Thank you, Mr. Chairman, I can take a break at this point, if you would.


MR. QUESNELLE:  Do you want to do a time check, Mr. Poch?


MR. POCH:  I have -- hard to say, Mr. Chairman, exactly.  I have a bit more to go.  I mentioned to Ms. Bennett that I thought it might be more helpful for you to hear this as a piece now with the first utility, and that would -- I'm happy to have my allotment with Enbridge shortened accordingly if I go over, because I think it would just be more productive.


MR. QUESNELLE:  It is more productive, perhaps.  I'm just trying to balance that against have some scheduling conflicts that some of your friends have.


So let's take a break and at 3:15, maybe we'll do a bit of a time check with everyone.  Thank you.

--- Recess taken at 3:02 p.m.

--- On resuming at 3:31 p.m.

MR. QUESNELLE:  I understand there was considerable discussion trying to accommodate everyone's schedule over the break, and so -- and I understand we're right where we were.

[Laughter]


So let's carry on and see how far we can get today.  Mr. Poch?


MR. POCH:  Thank you, Mr. Chairman.


Panel, I took it from earlier comments -- just correct me if I'm wrong -- you didn't independently analyze market penetration rates for any of the individual efficiency measures in your portfolio and estimate yourselves whether these participation rates could be increased with, for example, greater incentives, more marketing, or other means, you just, you did it at the, kind of at the portfolio level comparison.


Now, I know you did in the residential sector look at some specific examples where the Board had said, don't pursue those in the past, but --

MR. GINIS:  Can you clarify what your question is?


MR. POCH:  Did you go -- well, did you -- well, let me ask -- let me ask you this.  If you were looking for the best bang for the buck would you agree to augment your DSM portfolio -- you'd probably want to look at your CNI programs, resource acquisitions CNI programs as things you can get more cubic metres pretty cost-effectively, so let's just look inside that part of the universe; is that right?  Is that fair?


MR. GINIS:  So what we did was we looked at the MACC and we compared that opportunity to our DSM results.  We did not look at individual adoption rates.  That's included in the MACC, and we did not do that ourselves.


MR. POCH:  Right.  Okay.  So I just wanted to look at a few examples.  We just went on your website and pulled a few out that -- and this is on page 18 of our materials.  And just to make this a little more real, your website lists a number of measures, programs for measures, incentives available for measures in that sector, and we've listed a bunch here, some which are on and one that isn't.  It doesn't -- well, you don't show an incentive, and I just wanted to clarify.


If we take the example of Energy Star cooking equipment, convention ovens, steam cookers, and broilers in that sector, didn't see an incentive in your -- on your website listed.  Is that the case, first of all?  You are not offering rebates for that, to the best of your knowledge?


MR. GINIS:  We have a lot of measures across a lot of programs.  I don't know every single one off the top of my head, and I don't have that information with me.  But, yes, if you couldn't find an incentive rebate I think it's safe to assume that doesn't exist.


MR. POCH:  Right.  And have you investigated whether the government programs you are aware of to date are targeting that?


MS. FLAMAN:  We've provided evidence in our -- I believe it was one of the undertakings that does highlight the engagement we've had with GreenON and the MOECC to see what they're targeting.  It has been at a higher kind of program level, not at a measure level, such that we would have conversation about Energy Star cooking equipment.


MR. POCH:  So we can maybe short-circuit this.  You can see the other examples we've pulled out here:  curtains, infrared-red heaters, and condensing storage water heaters and CNI market.


Can you tell me anything about whether -- if the government is targeting those particular end uses in that sector?


MS. FLAMAN:  I don't have line of sight to what the government is doing with their funding, so I can't speak to what they're considering.


MR. POCH:  All right.  And I take it in each of those cases we just saw incentives that were, you know, on the order of 15 to 25 percent, 5 -- maybe even 5 to 25 percent of the measure costs.  We took the measure costs from their TRM, the Board's TRM.


So I take it you didn't actually say -- look at these examples and say, okay.  What happens if we doubled the incentive for those?  You didn't go through that kind of an analysis?


MR. GINIS:  No, and I hate to repeat myself, but we refer to the MACC for that information.  I would just want to clarify here that I think what you're suggesting -- I'm not sure exactly what you are suggesting, but if we had done something like that, firstly, it would have been essentially replicating the MACC, and I think I've been clear that we were provided the MACC specifically for this purpose just months before we filed this plan, so that would not be appropriate.


I do also just want to add that our DSM incentive levels that you are referring to obviously go through that process, and that's quite a robust process, so the incentive levels that are set here, we would have been assessed through our framework proceeding and our planned proceeding for 2015 to 2020, and there's a significant amount of analysis that can be done to do that.


MR. POCH:  Okay.  I guess I was just responding to your comment earlier that you went with the business-as-usual approach that the MACC has, you didn't go with the more aggressive scenarios, which are higher incentives.


I take it that was your overall stance in the way the MACC proceeded, so I was just asking if in some particular cases where you could actually look at the details whether it might have made sense to go more aggressively and whether you tested that, whether it would be relatively risk-free, and you are telling me, I think -- correct me if I'm wrong -- no, you didn't do that kind of granular targeted analysis for some opportunities.


MR. GINIS:  So you said it would be relatively risk-free.  I think that that's not necessarily the case that energy conservation programs are risk-free, but to answer your question, when we compared the total abatement opportunity in the CPS -- sorry, in the MACC, to the DSM Framework, it surpassed it significantly.  And so that's why we didn't dive into that any further.


MR. POCH:  So in fact, you didn't -- and because you didn't do that you didn't look at whether those individual opportunities entailed undue risk or not, you did that analysis at a more macro level.


MR. GINIS:  We did it at the highest level, and we also looked at the measures specifically addressed in the MACC, and we provide that to -- actually, since we are talking about commercial, industrial specifically, Exhibit B.Staff.31, if we could pull that up, because I think this addresses your question of clarification of what we did.


So if we go to page 5.  So that's -- at the top there is the high-level assessment, so you can see the 66 million.  That's compared to, if we scroll down to the table in the middle of the page, the 192 million that we are forecasting to achieve in our DSM Framework, so that clearly surpasses it.  And if we scroll down a bit more, we do talk about how we assessed at the individual measure level what the measures that were included in the MACC compared to the measures that are included in our DSM Framework.  There are three.  It extends to the next page, and there's a description there as to why it wouldn't be appropriate to pursue these things.  These are considered routine maintenance things.  We used to include them in our DSM Framework, but in an effort to reduce free ridership, since they are routine maintenance, we did not -- we do not include them in our DSM Framework, and we didn't think it would be any more appropriate to include them here.


MR. POCH:  I think I have your evidence.


I'd like to move on to a different topic.  Just to contrast -- the money that -- if you choose not to do incremental in energy efficiency in-house and instead you buy allowances, gas gets burned, but then allowance money can help fund government energy efficiency; correct?  This is what we've been talking about a lot.  And I just wanted to just parse the differences between energy efficiency in-house, if you will, as opposed to the energy efficiency that the government's going to pursue, and I appreciate we don't have details about that.


So first of all, thinking about the 15 or 20, I think you said 25 years in some cases, that a typical DSM measure could save carbon cap-and-trade compliance costs, if instead you buy the gas and pay the compliance costs for that period, might a portion of that compliance payment for the -- for the allowances end up going offshore to buy offsets or allowances in California, for example?


MS. NEWBURY:  I'm trying to understand the presumptions behind what you're saying.  So if you are suggesting that we would not do abatement and instead procure compliance instruments such that the money would go into government funding and come back out...

MR. POCH:  No, I'm just saying if you don't do incremental abatement in-house and instead you buy allowances, or compliance instruments more broadly, it's possible that over the 15 or 20 years that you are going to be buying those compliances instruments instead of investing in a long-term efficiency measure, some of that money is going to end up in California.


MS. NEWBURY:  To explain how the WCI operates, each of the provinces or states that are involved -- so there's just the three, Quebec, California and Ontario -- contribute allowances.  And each year they contribute a certain number of allowances, and it's shown in -- it is demonstrated in the pie chart in Exhibit 3, tab 1, page 12.  So that's the -- basically that represents their contribution to basically the allowances that are brought into the market, in this case in 2018.


Presumably, those allowances are purchased out of the market by entities in each of those jurisdictions, and the way that the money is distributed is based -- on the number of allowances that each jurisdiction contributed determines the revenues that each jurisdiction receives.


So again, it's a demand/supply.  So to the extent that, you know, that there's a belief that California does not have the same demand necessarily as they have supply, to the extent that the -- any allowances that are purchased are divided up according to this pie chart, to your point, there could be a scenario where money from other jurisdictions flows into California.


The question is for what period of time and for how long.  Again, it is demand/supply balance and...

MR. POCH:  I'm not asking you to forecast.


MS. NEWBURY:  So again, it really is the -- it really is dependent on, I guess, the targets for each jurisdiction as to what will happen, and how long it will happen.


I think there is -- there has been some information in some of the consultants' reports that have been coming out, or some of the market information that comes out that says there could be a short-term phenomenon that way.  But I don't believe it is considered to be a long-term phenomenon.


MR. POCH:  The question was prompted because in fact in Mr. Elson's materials, page 10 of his cross materials, there was a -- in one of the ICF studies, it referred to transfers of hundreds of millions of dollars to buy California allowances, assuming they're available, and I just twigged that that's a possibility if it -- as you say, it's going to depend on supply and demand in different regions.


MS. NEWBURY:  Can you just repeat your question?


MR. POCH:  I was just responding -- in response to the observation that ICF made at that site, that hundreds of millions of dollars -- that there could be a transfer of hundreds of millions to buy California allowances, assuming they're available.


I have your answer that that's just going to depend on supply and demand in the different participating regions of the WCI.  It's hard to forecast; is that what you're saying?


MS. NEWBURY:  I'm not familiar with the ICF report, so again I can't really comment on the assumptions that were behind this.


MR. POCH:  Okay.  Another distinction between doing the energy efficiency in-house and having the money flow through the allowance purchases, and some of it end up -- presumably some of it remain in Ontario and pay for energy efficiency is -- I was going to ask about the durability in terms of the shifting political scene, but I guess that's
-- it's almost too obvious to ask about, given the election that's forthcoming.  So I'm going to skip over that one, and ask you about non-participant impacts.


To the extent that cap-and-trade allowance purchases do fund energy efficiency in Ontario, would you agree that gas and electricity and transportation fuel customers who participate in the government programs are going to be the ones getting that benefit, including commodity, savings and cap-and-trade cost savings that they'd otherwise pay on their commodity purchases, and that non-participating gas ratepayers, gas ratepayers that don't participate in the government programs, are going to get just the cost.


MS. FLAMAN:  Sorry, I didn't follow that question.  Can you...


MR. POCH:  I'm drawing the analogy to the point you made about participants and non-participants and DSM, and who bears the benefits and who bears the cost.


And it seems to me that there's a parallel.  If you instead buy allowances and that funds provincial, let's say provincial energy efficiency programs, go to gas customers and electricity customers, propane customers, fuel customers -- you know, transportation fuel customers, those customers who participate are going to get those benefits, both lower commodity bills and avoidance of the cap-and-trade -- the carbon cost that would come with those commodity costs, and non-participating, that is people who don't participate in the government programs, including your gas ratepayers that don't participate, they will just get the costs.  They paid for these allowances, and they only get a benefit if they participate in programs.


MR. GINIS:  I think generally that makes sense.  I just -- I don't think how the government will spend its funding on participants or not is really something for us to really assess in this compliance plan.


But in general, if that's how it works, the way you've described it, then yes, that's accurate.


MR. POCH:  Okay.  To the extent that the -- that Union's cap-and-trade costs end up funding programs that don't focus on gas customers, then you won't get the savings we spoke about earlier, things like the potential distribution capital cost savings.


If they -- to the extent the government takes the money and incents Tesla's $14,000 rather than doing gas conservation, gas customers will forego the other system benefits we spoke of earlier that come with conservation.  Fair?


MS. FLAMAN:  As I said before, we have no line of sight as to how the government chooses to spend its CCAP dollars, so I can't really comment.


MR. POCH:  I'm not asking you to tell me to crunch the numbers.  I'm just saying, just as a theory of the case, that to whatever extent -- if a lot of the government funding goes to, as I said, Tesla owners at $14,000 a piece, that's not going to help your gas customers avoid capital cost on the distribution system, what have you.


MS. FLAMAN:  Okay.


MR. POCH:  Agreed?  I'll take that as a yes.


MS. FLAMAN:  Sure.


MR. POCH:  We've seen -- Mr. Elson took you to some tables earlier about the extent of conservation, gas savings benefits that occurred historically and are projected to occur due to, for example, due to your 2018 portfolio or Enbridge's 2018 portfolio, and we've spoken about this possibility of price suppression impacts in the gas commodity market, without putting any numbers on it.


I just wanted to ask you might the same logic apply that if you -- that all that DSM is putting less pressure
-- any incremental DSM will put less pressure on the compliance instrument market, and there might be some price suppression benefits there, just theoretically; does that sound right?


MS. NEWBURY:  So again, the compliance instrument market is a WCI market, which includes California, Quebec, and Ontario.


So I guess to the extent that, again, energy conservation resulted in -- across all markets resulted in reduced demand for compliance instruments, then hypothetically what you are saying could, in fact, happen.


MR. POCH:  And I take it you haven't analyzed that?


MS. NEWBURY:  No.


MR. POCH:  Okay.  And could you just turn up -- well, first of all, you were talking about -- earlier about the risks that you see with incremental DSM, and I wanted to ask you:  Would you agree that DSM, once it's in place, freezes the cost of meeting a given end-use need, whereas gas costs and compliance costs going forward carry some price risk?


MR. GINIS:  I think the risk associated with funding energy conservation programs is that you fund the program, you spend ratepayer dollars on it, and you don't achieve the savings that you would have forecasted, so --


MR. POCH:  I know.  You've been very clear about that.  I'm just asking, once the thing's in place, if you are successful and your DSM is in place, your risk then is in a sense frozen on that side.  You've captured that savings.  It's pretty durable for the average life of the measure, as opposed to buying allowances and gas commodity where there is a price risk going forward.


MR. GINIS:  So once a customer participates in the program, then there will be -- that savings will occur, if that's what your question is.


MR. POCH:  Yes, and in contrast, if you don't do that conservation and you buy gas, you choose to buy gas in allowances, there is a forward price risk with both of those?


[Witness panel confers]


MR. POCH:  It seems obvious, doesn't it?  Isn't that obvious?


MR. GINIS:  If you had to purchase the instrument then your costs would be the purchase of the instrument.  I don't know that it would change after that, but...


MR. POCH:  What -- the DSM is going to save you from buying instruments for the next 25 years, so there's a risk that ten years out the cost of gas or the cost of the instruments could be up higher or could be down lower.


MR. GINIS:  I see what you're saying, yeah, so --


MR. POCH:  Okay.


MR. GINIS:  -- the price could change for future years, yeah.


MR. POCH:  Okay.  And just looking at that, if you turn up page 25 of our materials, Mr. Neme observed that in the Board's -- this is in the bottom half of that page -- he observed that that's not a symmetrical risk in terms of the risks for the carbon price forecast, because if you look at the Board's long-term carbon price forecast, the mid-range is -- looking at 2028, it is $57 a tonne, the minimum is 27, and the maximum is 108, and he says, in other words, the downside risk to consumers of higher prices, then the best estimate -- that is an increase of $51 per tonne -- is greater than the upside potential of lower prices.  Does that make -- does that sound right to you?  Based on the analysis that underlies the long-term carbon price forecast, it's an asymmetrical risk.


MS. FLAMAN:  So I think I just want to clarify, for your question that the risk that we've described is that the -- backs up from your assumption, and it is that the customer doesn't uptake the energy conservation measure.


MR. POCH:  I'm not talking about that at all, I'm talking about risks on the other side of the equation.


MS. FLAMAN:  Okay.


[Witness panel confers]


MS. NEWBURY:  Can you rephrase your question for us?  We're just trying to make sure we're correctly understanding what it is you are asking us and the hypothesis that you are making.


MR. POCH:  Sure.  The long-term carbon price forecast had different scenarios, a high -- a maximum, a minimum, and a medium, and we were just -- Mr. Neme just observed that the difference between the -- the minimum and the medium is $30, whereas the difference between the minimum and the maximum is $51 a tonne.


So he's just observing, it seems to be an asymmetrical risk, that it can get worse on the price going up than it can -- you can -- than you can save on the price going down, based on that forecast.  Obviously just a forecast of somebody's bell curve.


MS. NEWBURY:  So my understanding of the long-term carbon price forecast is that the maximum scenario assumed WCI linkage did not happen, and it has, in fact, happened, so I think how you're using these different ranges and how you're comparing them is not appropriate.


MR. POCH:  Okay.  So those numbers wouldn't apply any more, is what you're saying, because the world's changed since then.


MS. NEWBURY:  Yeah, so I would suggest that the maximum is no longer relevant.


MR. POCH:  Right.  That number is -- was based on the assumption that there was potentially no linkage and there is --


MS. NEWBURY:  Correct, at the time this was prepared there was linkage --


MR. POCH:  I understand.


MS. NEWBURY:  -- risk.  That does not exist any more.


MR. POCH:  I understand.  Just intuitively, doesn't it make sense to you, though, that looking out into the future the risk of carbon prices going much higher is more significant than the risk of carbon prices going much lower?


MS. NEWBURY:  This goes back to our conversation earlier, which is again the way the program has been designed again specifically with respect to auctions is that the floor price escalates annually by 5 percent plus an inflation factor, so from that perspective there is a presumption of prices increasing over time.


It does not comment on the secondary market at all.  That is just, again, the auction, and it does not -- being a Canadian entity in the WCI market, we also have to management the effects of FX, so again, there's variables at play, but from the presumption of a U.S.-only market and looking solely at auctions, the program has been designed that a carbon price increases over time.  What actually happens at a market level depends on many factors that influence markets.


MR. POCH:  Well, the carbon price isn't going to drop below zero, but there is no limit on the upside in theory.


MS. NEWBURY:  The limit on the upside is supply and demand.


MR. POCH:  Okay.  Thank you, Mr. Chairman, I'll cut it off there.  Thank you.


MR. QUESNELLE:  Thank you, Mr. Poch.  Okay.  Mr. Murray?  Thank you.

Cross-Examination by Mr. Murray:

MR. MURRAY:  Good afternoon, panel.  My name is Lauren Murray, and I am counsel to OEB Staff.


Before getting started here today, I just wanted to -- I have a compendium which we are handing out, and I would just asked that that be marked as an exhibit.


MS. DJURDJEVIC:  That will be K2.4.

EXHIBIT NO. K2.4:  BOARD STAFF CROSS-EXAMINATION COMPENDIUM FOR UNION PANEL 1.


MR. MURRAY:  Now, I'd like to start my discussion here today on the topic of administrative costs, and I know this has been discussed previously in some of the other presentations, and I'll try not to re-mow the lawn, so to speak.  But I do have a few questions, a few points that I want to bring up in evidence and my questions are focused in particular on staffing cost and also the consultant costs that are proposed for 2018.


Now, on the issue of staffing costs, my understanding is that Union is proposing 2018 costs of approximately $2.6 million, is that correct, or $2.598 million?


MR. DANTZER:  That's correct.


MR. MURRAY:  And that's based on 12 and a half FTEs, correct?


MR. DANTZER:  Correct.


MR. MURRAY:  And I understand from yesterday's evidence that in fact you are only going to be claiming 11 and a quarter FTEs, so you are going to be revising that number.  Is that accurate?


MR. DANTZER:  11 and a quarter FTEs is the current outlook for the remainder of 2018, and there was an undertaking to provide the revised salary and wage amount to reflect that.


MR. MURRAY:  With respect to those 11 and a quarter FTEs, are they all permanent Union employees?  Or are some of them on contract?


MR. DANTZER:  Subject to check, they are all permanent employees.


MR. MURRAY:  Thank you.  As part of this proceeding, Union Gas is asking for the Ontario Energy Board to deem that all of its 2018 estimated administrative costs are just and reasonable; is that correct?


MR. DANTZER:  So we're seeking a determination by the OEB that the cost consequences of the 2018 compliance plan are just and reasonable, and included within that would be the forecast 2018 administrative costs.


MR. MURRAY:  So you are asking that those also be deemed just and reasonable?


MR. DANTZER:  As part of the cost consequences of the plan itself, yes.


MR. MURRAY:  And we can agree that the burden is on Union to establish that those costs are just and reasonable?


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


MR. MURRAY:  And we can also agree that one way to evaluate the reasonableness of Union's proposed cost is to look at other similarly situated utilities?


MR. DANTZER:  I'm not sure that that's fair, you know, especially when you consider that other utilities are under different IRM models.


There's, you know, specific circumstantial considerations that have to be made that might affect comparability.


MR. MURRAY:  But it is one method that can be used.  It is not the only method, but it is one method that can be used?


MS. NEWBURY:  The only thing I would add to that is again these are incremental staffing levels.  So there is a consideration to what staffing levels existed prior to cap-and-trade for people that are working on climate changing initiatives.


MR. MURRAY:  Do we have anything in the evidence in terms of that, in terms of Union and Enbridge pre-cap-and-trade?


MR. DANTZER:  No, we don't.


MR. MURRAY:  Now, I think we can agree that Enbridge would be considered a similarly situated utility to Union Gas.  Is that a fair characterization -- to Enbridge.  Union and Enbridge are similarly sized utilities, they have similar -- they have the same compliance obligations under cap-and-trade.  Is that fair?


MR. DANTZER:  It depends what you mean.  Are you referring to overall dollar magnitude?


MR. MURRAY:  I mean just in terms of -- in terms of the size of utilities.  You're both large natural gas utilities, you serve a large customer base, and you both have the same obligations under Ontario's cap-and-trade program.


MR. DANTZER:  We certainly have to comply with the same legislation, cap-and-trade regulations.  In that respect, you know, we both have compliance plans.  There are similarities there, yes.


MR. MURRAY:  I think we could agree that for comparison purposes, if you could were to compare Union Gas, it would be more appropriate to compare it to Enbridge than, say, to EPCOR?


MR. DANTZER:  Yes, that's fair.


MR. MURRAY:  So I'm not sure, but would you agree that Enbridge could be a good comparison point in terms of looking at the administrative costs that Union Gas has as part of its cap-and-trade program?


MR. DANTZER:  I would say that it is hard to say.  Given that we are under different incentive regulation models, I don't have an understanding of Enbridge's staffing and resource requirements prior to cap-and-trade, and therefore it's hard to speak to their incremental requirements as a result of cap-and-trade.


So it's hard on that basis to compare, you know, the incremental resources that we've outlined in our compliance plan to another company, given that the starting points are different.


MR. MURRAY:  And I understand from the evidence that you haven't done comparisons of the starting points at this stage.


MR. DANTZER:  We have not, no.


MR. MURRAY:  If I could ask to you turn up tab 1 of the compendium, SEC.15, and if I could ask you to turn to page 3 of that document?  If you could just scroll down to the bottom of the page.  I think we've seen this table before, but table 1 is what I'm going to be referring to and this sets out the incremental FTE equivalents for Enbridge and Union for the years 2016, 2017, and forecast for 2018.


And I think we can agree that both in 2016 and 2017 and forecast for 2018, there is a significant difference between the number of FTEs between Union and Enbridge.  Is that a fair statement?


MR. DANTZER:  Yes, it's fair.


MR. MURRAY:  Based upon our previous discussions, I gather you can't provide any explanation for that difference.


MR. DANTZER:  No, I can't.


MR. MURRAY:  Has Union, for example, looked at various kind of parts of its cap-and-trade program and the number of employees that it has under that part, and compare that to Enbridge's?  For example, greenhouse gas emissions kind of forecasting and reporting, have you looked at how many people you have under that kind of heading and how many they do and to the extent there's a difference, try to rationalize the difference or look into it?


MR. MURRAY:  We have not.


MR. DANTZER:  We have not, no.


MR. MURRAY:  Could you provide an explanation as to why you haven't?


MR. DANTZER:  Well, I think that really gets back to the overall approach.  So Union's compliance plan outlines the resources, the incremental resources and requirements required to support its compliance plan and really, there's two criteria that we've used.  Number one that the work is incremental to what's included in rates, and number 2, that the activities support Union's compliance plan and overall government climate change initiatives.


So, you know, it's not really relevant to compare it to another entity, but really the evaluation of what requirements, what resources we need to support our compliance model.


MR. MURRAY:  I will move on.  In addition to talking about the number of FTEs, I would like to talk about the compensation that's provided to each FTE in comparison of Union and Enbridge.


For this, if we could go to SEC.15 and turn back to page 2, what I'd like to draw your attention to is the staffing resources row and in particular, the 2018 numbers for Union and Enbridge.


If you look, the staffing resources number for Union for 2018 is $2.598 million, and for Enbridge it's $1.5 million.


And by staffing resources, I understand that's not just to mean salary, but salary benefits, incentive plans and the like.  Is that fair?


MR. DANTZER:  That's correct.


MR. MURRAY:  Now, I've done a little math and if you take $2.598 million and divide by 12.5 FTEs, you get the approximate cost of $208,000 per FTE at Union. By contrast, if you look at Enbridge's and you take 1.5 million and divide it by ten, the math is a little easier so it's a little easier to do; it is $150,000 per FTE.


So the difference I calculate is 38 percent between the average cost of FTE for Union and for Enbridge.  I am wondering if you could provide some explanation as to the difference.


MR. DANTZER:  I can't.  You know, I would just reiterate that the resources that we've outlined in our compliance plan are required to support the compliance plan and the underlying activities that we've outlined in our compliance plan and any, you know, compensation would be tied to internal HR policies and such.


MR. MURRAY:  If I could ask you now to move to tab 2 of the compendium.  And this is an excerpt from Union's evidence, and basically starting at the bottom of the page it sets out the various job descriptions for the 12.5 FTEs.  And I know we've gone to this before, but I wanted to follow up on a question that I believe Mr. Rubenstein asked you yesterday.


He asked you whether or not -- and then these 12.5 FTEs were associated with the low-carbon initiative fund, and I believe your answer was no; is that correct?


MR. DANTZER:  I'd have to go back and check and -- I thought the question was in the context of whether there was any FTEs that were conditional upon approval of the LCIF.


MR. MURRAY:  Okay.  I guess my question then is, are any of the 12.5 FTEs associated with the low-carbon initiative fund?  And in particular, if it's helpful, I'm looking under the technology and innovation kind of heading in the three FTEs that are listed there.


MR. TROFIM-BREUER:  I can confirm that the three FTEs under the technology and innovation are all associated with LCIF activities.


MR. MURRAY:  And in the event the LCIF was not approved, would Union Gas still require those three FTEs?


MR. TROFIM-BREUER:  We would have to go back and evaluate the implications of that.  I would like to point out that if we were to do this, all the activities associated with the work that could be achieved in terms of abatement opportunities with the LCIF is going to significantly slow down at a minimum.


MR. MURRAY:  And in terms of when we talk about the LCIF and how much it costs, you've been using the number 2 million.  Would it be more accurate to describe it as maybe 2.6 million, because there's the three administrative FTEs that are associated with that?  Would it be more fair to say each year Union is proposing $2.6 million associated with the low-carbon initiative fund?


MR. TROFIM-BREUER:  So our ask with respect to the LCIF was specifically to have funds allocated for up to $2 million to dedicate to projects.  We did not -- so when we are contemplating the 2 -- up to $2 million we're not thinking about additional FTEs, so it's probably a way of how you cut that from your perspective, how you look at it from your perspective.


MR. MURRAY:  But if the Board was not to approve the LCIF, there is a potential for as much as $2.6 million in annual savings; is that a fair statement?


MR. TROFIM-BREUER:  Yes, there is that potential, but we will be forgoing the opportunity to identify today ahead of time and work on identifying long-term carbon abatement opportunities, which is actually -- the reason why we're asking that is for us to be able to be compliant with the requirement to identify those.


MR. DANTZER:  I would also add as well that if you read the role descriptions under "technology and innovation", it is broader than the LCIF, so if you read the first bullet, "assessment of emerging technologies in innovations for renewable natural gas", we look at the second bullet, "evaluation and development of cap-and-trade offset protocols and strategy around offsets", so it's not just activities related to the LCIF.


MR. MURRAY:  But they are -- I think we can still agree that to the extent that the LCIF was not to proceed it may be more than a $2 million savings.  It might not just be 2 million, may be more than 2 million, based on perhaps less administrative requirements.


[Witness panel confers]


MR. DANTZER:  I think if the LCIF was not approved we would have to evaluate role requirements at that time.  I don't know that we're in a position to make any determination about that at this point.


MR. MURRAY:  Why don't we move on and talk about consultant costs, and for this I'm going to take you to three documents in the compendium.  I'm going to start -- let's start at the back of the compendium, tab 10, so it's like two pages in from the back of the compendium, and I'd like to go to page 2 of that document, page 2 of 4.


Now, this is Union's Staff IR response in last year's compliance proceeding setting out the projected consultant costs for that year, 2017, your forecast costs, so you have 135 forecast legal costs, carbon strategy, 120 was your forecast, and then it goes down.


In total you have $670,000 in forecasted consulting costs for 2017, so I'd like to keep that number in mind, and if we could then turn to tab 3 of the compendium, and if I could ask you to turn to page 3 of tab 3, and if you look at the table on page 3, tab 3, down at the bottom you will see consulting, forecast was 670, and the actual expenses came in significantly lower, about half of it, at $340,000 in consultant expenses in 2017, so your actual -- your forecast in 2017 were 670, your actuals were 340, and the next document I want to take you to is 2018's, and that's found at tab 4.


And if you turn to tab 4, page 2, this sets out the forecast cost, consulting cost, for 2018, and as I said, 2017 forecast, 670, actuals, 340, and then again in 2018 you're forecasting 670, and I was wondering if you could provide an explanation for the dramatic increase between your actual consulting costs in 2017 and your forecast in 2018.


MR. DANTZER:  So, yeah, the -- we actually spoke to this in our response to OEB Staff 11, and the table in part A of that response actually lays out the numbers nicely in a chart so we can see them, but the 2018 -- so we are not asking for any approvals for 2017, just to be clear, and the 2018 forecast, as noted in part C to Staff 11 -- I'll just wait for it to come up.  If you look at the second paragraph, so:

"Union's total 2018 consulting forecast was completed early in 2017 to align with the corporate budgeting process.  At this time, Union had very little experience in live cap-and-trade market.  Costs were therefore assumed to be similar in magnitude to the 2017 consulting forecast.  Union's 2017 forecasted costs are not being recovered in this proceeding.  Only actual costs will be captured in the GGEIDA for disposal in a future proceeding."

So that really speaks to -- when we had to complete the 2018 forecast we used the overall magnitude of our 2017 forecast as an order of magnitude for a reasonable forecast at that point in time.


MR. MURRAY:  And when you were deciding how to forecast the 2018, is there a reason why you didn't use 2017 actuals, as opposed to their forecast?  Wouldn't it be more appropriate to use the actual amounts you spent in 2017 to forecast 2018?


MR. DANTZER:  Yeah, so just a couple of things on that.  As I said, we set the 2018 forecast in early 2017, so we didn't have the benefit of hindsight to know that we were going to spend less than the 2017 forecasted amount at that point in time, and also, we do believe that the 2018 forecast is still a reasonable amount.  You know, we've got significant uncertainty in the market, as our application outlines.  We are seeing now legislation still being developed at the federal level, so we do feel that a 2018 forecast set out the magnitude of the 2017 is reasonable.


MR. MURRAY:  I'm not sure I entirely follow, but I think it probably makes sense to move on.


I'd like to now turn and talk to you a little bit about abatement, and if I could ask you to pull up JT1.8, which is found at tab 5 of the compendium, and if I could ask you to turn to page 2 of that document.  In particular, there is a heading titled "Commercial and Industrial" just at the bottom, and I'd like to read that to you.

"Approximately 75 percent of the Union's forecasted commercial/industrial DSM savings for 2018 to 2020 is expected to be driven from custom projects, which are not forecasted by measure or end-use.  Therefore, an analysis by end-use category is not possible to this segment."

And in response to that, I have a couple of follow-up questions.


My is first question is does Union track the types and number of measures that are installed as part of their custom portfolio?


MR. GINIS:  Subject to check, once we complete a year, we would have that level of information.


MR. MURRAY:  And I guess the second question is: Does Union track the end uses of measures that are installed as part of its custom portfolio?


MR. GINIS:  So backward-looking, I think yes, if you looked at what the end use was -- sorry, what the measure was, then you could role it up to an end use.


Just to clarify, I think, the reason what we're saying here is about forecast numbers.  But historically, you are correct, we would have that information.


MR. MURRAY:  So could Union provide a breakdown between commercial and industrial measures and end uses, like a comparison between that and the MACC for the years 2016 and 2017 in terms of your actuals?  Is that something you could provide to us?


MR. GINIS:  So to provide, based on the actual results, kind of what the breakdown is between end use?


MR. MURRAY:  Yes, if you could kind of break down the end uses.  I guess what we want is kind of a list of measures that were installed as part of the custom programs in 2016 and 2017.  Is that something you could provide?


MR. GINIS:  I think what we could provide, and I think this serves your purpose, is in '16 and '17 --obviously this is all very much pre-audited because the audits haven't begun for this, the total savings amounts that were achieved through our DSM programs, but the percentages that come from end use segments.


So if in 2016, 25 percent of the savings from that year came from a specific end use, we could provide that, and I think that would serve your purpose if you wanted to gauge that against the future.


MR. MURRAY:  Could you then apply those numbers to the 2018 MACC?


MR. GINIS:  We could do that.  I would just have to caveat that we don't know necessarily that it will come in that way, but that's based on the methodology that you are proposing.


MR. MURRAY:  That's fine.


MS. SEERS:  So if I could restate that undertaking, it is to provide for 2016 and 2017 the total savings amounts achieved through DSM programs as a percentage by end-use segment on an unaudited basis.  Is that first part accurate?


MR. GINIS:  Yes, I'm just thinking about the years we might struggle a bit doing that with, even '17.  '15 would be for sure numbers that we could provide, but we could make best efforts to look at if we have that information readily available for '16 and '17.


MR. MURRAY:  I've been advised that I think -- I think there was a lot of program changes in 2015.  So to that extent we can have '16 and, to the extent you can, '17, I think that would be preferable.


MS. SEERS:  Why don't I start over?  So on a best efforts basis, to provide in respect of 2016 and 2017 the total savings amounts achieved through DSM programs as a percentage by end use segment on an unaudited basis.


MR. MURRAY:  Just for commercial/industrial.  We don't need end uses for residential.


MR. GINIS:  And that's just for custom as well -- or did you want it for the entire program?


MR. MURRAY:  Ideally both.  Is that something you could do?


MR. GINIS:  The entire program for CI?


MS. SEERS:  Yes.


MR. GINIS:  Yes.


MS. SEERS:  For commercial/industrial, and then to apply those results to the 2018 MACC.  We'll do that.  Thank you.


MS. DJURDJEVIC:  That's J2.7.

UNDERTAKING NO. JT2.7:  ON A BEST EFFORTS BASIS, TO PROVIDE IN RESPECT OF 2016 AND 2017 THE TOTAL SAVINGS AMOUNTS ACHIEVED THROUGH DSM PROGRAMS AS A PERCENTAGE BY END USE SEGMENT ON AN UNAUDITED BASIS FOR COMMERCIAL/INDUSTRIAL, AND THEN TO APPLY THOSE RESULTS TO THE 2018 MACC


MS. SEERS:  There may be another --


MR. GINIS:  I think to clarify, it is not to apply it to the MACC; it is to apply it to our DSM forecasts.


MR. MURRAY:  Yes, that's correct.


MS. SEERS:  We'll do that.  Thank you.


MR. MURRAY:  Moving on.  Now, Union's acknowledged a few times both yesterday and today that the MACC shows realistic potential and Staff agrees with those statements.


However, the other thing we'd like to note is that Union has proven to be very effective at undertaking DSM over the last 20 years.  I think earlier today, we saw numbers of hundreds of millions of dollars that have been saved as a result of the DSM programs.


And as you know, GIF -- through the GIF program, there was an opportunity to kind of develop more potentials to save abatement opportunities.  So the question I have is:  If Union were given approval for another $5 million to put towards commercial and industrial-type projects or the segment above what you are currently allotted, would you be able to find a cost effective use for that money?


MR. GINIS:  I think we'd have to do a full assessment to really determine that.  But notionally, I am aware that potentially in the small commercial/industrial area there would be an opportunity to spend on that.


MR. MURRAY:  Could you be a little more specific in terms of the types of programs that might be implemented, or look attractive?


MR. GINIS:  I can't, because typically do you this at the beginning of the planning period once you have your budget set, and then you assess how best to use that budget, and we're in the implementation phase of our '15 to '20 plan.


I think we would take a closer look at that for a plan beyond 2020.  So that's why I'm saying we haven't done that assessment in much detail, so I can't really provide detail to that.


MR. MURRAY:  But you would agree that you could do to do something like GIF.  You could you have new measures, new customers, you could kind of add increased incentives; those are things that you could explore?


MR. GINIS:  Yes, I think so.


MR. MURRAY:  Now, I'd like to move on.  It seems clear to me in Union's evidence that you have a preference for pursuing any additional energy efficiency measures through the DSM Framework and not through the cap-and-trade program, and I want to explore that point a little further.


If I could ask you to pull up tab 6 of my compendium, this is a response to GEC-22.  And in this IR, GEC was asked -- GEC asked Union why it was only pursuing additional energy efficiency measures through the DSM Framework.


And if you look, there's four bulleted points and these seem to set out what I take to be your four main rationale for pursuing additional efficiency measures through the DSM Framework.


Is that fair?  These four points kind of set out your thinking in that regard?


MS. FLAMAN:  Yes.


MR. MURRAY:  So if I could summarize them, the first is that the DSM Framework, through the DSM Framework allows for kind of the delivery of the programs through a public regulatory process.


Second, the DSM Framework allows for stakeholder participation.


Third, the DSM Framework facilitates oversight by the OEB.  And fourth, the DSM Framework ensures monitoring and verification.


I guess the question I have is:  Couldn't all four of those be accomplished through the cap-and-trade framework also?


MR. GINIS:  Yes, I think so.  I think the point, though, that we are making here is that this occurs in the DSM Framework and in order to mitigate duplicating this process, we think that it would be most appropriate to deal with energy conservation programs through a single framework.  And we had some conversation earlier about different incentive levels and such, and the type of proceeding that occurs in the DSM Framework to assess those things, and it's quite detailed, so had the MACC shown a significant amount of abatement above what we're doing in DSM, essentially what we would be doing is two DSM plans through two separate frameworks, and I think our point here is that we don't think that that makes a lot of sense in terms of the costs, the regulatory costs, to do that.


MR. MURRAY:  But you would agree there is nothing precluding you from doing it through the cap-and-trade framework?


MR. GINIS:  Yeah, I think it's clear in the Board's framework that abatement that is incremental to our DSM plan, if prudent to pursue, could be addressed through their cap-and-trade framework.


MR. MURRAY:  Thank you.  And the last topic on abatement I want to deal with is, I just want to clarify a little bit -- and there was a discussion earlier about what I'll call the net-to-gross issue, and on this issue all I want to confirm is that the conservation potential study or the achievable potential study that are kind of used interchangeably, that that study is based -- that study includes natural conservation -- or excludes -- includes natural conservation.


MR. GINIS:  I think it includes some natural conservation.  I think that's how we are -- that's how we understand it.


MR. MURRAY:  And then the MACC is based upon the APS or CPS data; is that fair?


MR. GINIS:  That's correct.


MR. MURRAY:  And you talked about this 54 percent net-to-gross deduction you are making for industrial, and I understood that part of the rationale for that was the CCAP money, but we can confirm that the 54 percent is in no way derived from CCAP and our analysis of the impact that CCAP will have on industrial.  Those numbers, while you view it as a proxy, it's not linked, it wasn't -- CCAP isn't incorporated into that 54 percent.


MR. GINIS:  That's correct.  I think we discussed a little bit earlier about that.  Those were the only adjustments to reflect non-utility influence on energy conservation and, therefore, we used that adjustment.


MR. MURRAY:  And the 54 percent was based upon a 2008 study that has no connection to CCAP.


MR. GINIS:  Yeah, again, we use it as an estimate and a placeholder, given that we didn't have any other assumptions to use.


MR. MURRAY:  And correct me if I'm wrong, but there is no analysis in Union's evidence that explains how the 54 percent is a good proxy for CCAP.  For all we know, CCAP could be a 10 percent or a 5 percent deduction, not 54 percent.  There is no analysis that kind of provides a link between those two.


MR. GINIS:  I just want to be clear.  So the 54 percent we use for commercial industrial, I think as you're referring to.  For residential I think we use 5 percent, because that's what we had.  In order to develop free ridership rates specifically for that, it would be a significant amount of work, so -- but I think to answer your question that it -- yes, it's not -- it's not specifically -- those adjustments are not specifically tied to CCAP, given that CCAP is ongoing, so it could be different than that.


And that's why I was kind of pointing to the fact that it's going to be an excessive amount of money.  If our budget is -- between the two utilities is about $115 million per year, CCAP funding for energy conservation specifically between 2017 to 2020 could be two to four billion dollars, so we don't know exactly what that's going to be, and the government hasn't said exactly how they're going to do it, so absent all that information, we simply use the figure that we had available to us.


MR. MURRAY:  I'd like to now move on and talk about the low-carbon initiative fund, and I know that this has been talked about a lot, so I'm not -- I don't really have a lot to say here, but if I could ask you to pull up compendium tab 7.  And if I could ask you to turn to page 4 of that document.  This is Union's evidence in this matter.  And starting on page 4 and moving on over on to page 5 you list the various projects that you propose to undertake as part of the LCIF.


Now, as I understand it, Union has no written record explaining why any of these projects were chosen or how they meet the abatement guiding principles; is that correct?


MR. TROFIM-BREUER:  We've got limited amounts of written records.  If I could -- as examples we've provided as part of Undertaking JT.31 (sic) you could see there the kind of research that we've been using.  In that undertaking we're also providing a sample of one of the project overviews that we're using internally to get a sense of what we're going to do with respect to certain projects, and we've also provided as part of Undertaking JT1.7 the work plans that we have and also the schedules that we have, and as mentioned, our -- in order to be able to start with a selection and a project management approach that would enable us to advance initiatives through the funnel, we've leveraged a modest budget, and we are able, with that, to identify the number of initiatives that you see there, and identify a number of the kind of documentation that we've shown.  Approving the ICF will give us the opportunity to, you know, under the principle of continuous improvement, to increase the quality of the data that we have available.


MR. MURRAY:  So I take from that that -- I understand there is limited documentation, you are in the infancy of the program, but, like, for example, the micro-generation, where you are proposing to spend $535,000, do you have any explanation -- or is there any written documentation which would be an analysis of why we think this is a good project, why we think it meets the abatement guiding principles, what we are hoping to gain from it, what we think the overall budget will be ultimately over the span of a project, and what we are hoping to achieve?  Is there any documentation that kind of sets that out as sort of an analysis of, we think we should move forward with this project, we think this is a good thing for the LCIF funding.  Is there any documents?  I'm aware of what's in the record.  I'm wondering is there anything outside of the record that you haven't already provided on the LCIF?


MR. TROFIM-BREUER:  So the level of information that was provided, this is something that we have available.  I would have to take a look and see what else we could provide that we feel is robust enough to be presented in -- as evidence.


MR. MURRAY:  So this is -- are you giving an undertaking to look into things and provide further information explaining why certain projects were chosen?  Is that...


MR. TROFIM-BREUER:  Yeah, we could, yes.  Absolutely.


MS. DJURDJEVIC:  Was that a yes?  That will be Undertaking J2.8, and do we need any clarification on the record?


MS. SEERS:  So it is to provide further information, if available, regarding why the projects being proposed for the LCIF at this stage are -- were chosen?


MR. MURRAY:  Were selected, yes.


MS. SEERS:  Selected.

UNDERTAKING NO. J2.8A:  TO PROVIDE FURTHER INFORMATION, IF AVAILABLE, REGARDING WHY THE PROJECTS BEING PROPOSED FOR THE LCIF AT THIS STAGE WERE SELECTED.


MR. TROFIM-BREUER:  Can I have one clarification?  So I think it is important to note, and I have made -- we -- I have made that clarification a number of times -- the kind of project that we are working on, giving (sic) their long -- the long-term nature of those projects, information may not necessarily be available, so we do not have the same level of information for every single initiative in the funnel.  I want to make sure that this is clearly understood.


MR. QUESNELLE:  So this is existing information that we're going to be looking at, right --


MR. TROFIM-BREUER:  Yes, absolutely --


MR. QUESNELLE:  -- creating --


MR. TROFIM-BREUER:  -- we're not -- I'm not going to create any -- that's also the reason why I'm saying it.  I would like to -- I'd like to be in a situation where I provide total transparency what we have available, and if there is an expectation for the same level of information for all the initiatives, I just want to be clear, it's not possible simply because some of the initiatives are way too early in the stage and we just don't have it.


MR. QUESNELLE:  Thank you.


MR. TROFIM-BREUER:  Thank you.


MS. SEERS:  And if I may just clarify, so this was 2.8.  The previous one was 2.7, obviously, but I just wanted to confirm that it had actually been given a number, because I'm not sure I have...


MS. DJURDJEVIC:  I have it marked down as --


MS. SEERS:  Okay.


MS. DJURDJEVIC:  -- so that's to provide the 2016/'17 total savings amount through DSM programs.

UNDERTAKING NO. 2.8B:  TO PROVIDE THE 2016/'17 TOTAL SAVINGS AMOUNT THROUGH DSM PROGRAMS.


MS. SEERS:  Well, let's just let the record speak for what it was, because there was some back and forth.  But we will agree it was 2.7.


MR. MURRAY:  And my last question on the low carbon initiative fund is -- I know you are seeking $2 million, but one option that may be open to the Board is to approve a lower amount of funding, say for example, $750,000.


If you were to kind of get approval for $750,000 in LCIF funding, can you tell us which projects of these you would proceed with and why?


MR. QUESNELLE:  We'll understand if you say "building skins."


[Laughter]


MR. TROFIM-BREUER:  Well, I was actually really thinking about that because of the tremendous opportunity it represents for Ontarians and for low income people, and for modest people who don't necessarily have a lot of means.


But I think it would be the same for micro-generation.  Micro-generation is really a good -- it's a good technology and I know there's been a focus right now and as I explained it on internal combustions engines.


But there are other technologies that are qualifying as micro-generations, such as solid oxide fuel cells that are up and coming.


So I think those, especially when you are thinking about resiliency purposes and potential implications on the grid and others, those are good projects for -- in terms of commercially-viable technology that are made available for Ontarians, I think those are good projects.


I would have to take a look at that, if you don't mind.  I think building skins, micro-generation, some of those that have been identified in the evidence, we would do our best to continue to do as much as we can with a very limited budget, as I said.  But we would forego the opportunity to actually truly demonstrate the project.


And I want to emphasize another point that -- a point that I made a little bit earlier, and I'm not sure -- I just want to make sure that it's clearly on the record.


Even though on some of these technologies we are working at a high-level, it appears as though Enbridge and us were looking -- were following the same technologies, it is really important to demonstrate the technology as in the context of the province.


As I mentioned, in winter you could have up to a ten degrees Celsius temperature difference between Red Lake, Ontario, and down south in Windsor.


It is important to test these different aspects.  It is the same for every other technology.  So we would be happy if we were granted the LCIF, even at the reduced means.  But it would also come with a reduced potential in terms of what we can do from a long-term abatement -- from the identification of long-term abatement opportunities.


So I hope the message is clear.


MR. MURRAY:  Thank you.  I'm going to move on and I'm almost done my questions.  I only have two minor discrete points that I want to raise before finishing my questions.


The first, if I could ask you to turn to tab 8 of my compendium, and if I could ask you to turn to page 2 of tab 8.


If you could scroll down just a little -- a little bit further, maybe down -- perfect, perfect, up, perfect.


So I'm going to read from the first line under "Proposed proxy carbon price", where Union writes:

"The framework specifies that customer-related and facility-related charges are to be set based on the utilities' annual weighted-average cost of its proposed compliance options (WAWWCC)."

And if you go back to the framework -- and when they refer to the framework here, they are referring to the cap-and-trade framework, correct?


MS. NEWBURY:  That is correct.


MR. MURRAY:  And my understanding is the framework proposes this because what we're trying to do is link the estimated costs of compliance and linking those to the actual charges that the customers will be asked to pay in a given year.  Is that correct?


MS. NEWBURY:  I think what you are saying another way is set rates based on our actual forecasted cost of compliance; is that what you're suggesting?


MR. MURRAY:  Yes.


MS. NEWBURY:  The way that the framework is written, yes.


MR. MURRAY:  And lower down this page, you indicate that Union proposes to deviate from the framework and you are proposing a carbon proxy price based upon the ICE price, the Inter-Continental Exchange or ICE price.  Do I have that right?


MS. NEWBURY:  That's correct.


MR. MURRAY:  That's what you're proposing to and deviate from the framework?


MS. NEWBURY:  Yes, that's correct.


MR. MURRAY:  And my understanding is the reason why you are proposing that is because Union is concerned that if you disclose the actual WACC, that will reveal strictly confidential information?


MS. NEWBURY:  That is correct.


MR. MURRAY:  And the question I have -- I understand before the cap-and-trade framework was established or implemented, there was consultations with industry and there was an opportunity for Union and others to comment on the proposed framework.


Did Union raise this concern at that time?


MS. NEWBURY:  I don't know.  I can tell you we deviated from the framework last year, and we're proposing a slightly different deviation this year, again recognizing the need to be very cautious with respect to strictly confidential.


MR. MURRAY:  Is there any particular new concern that's come up this year that's caused you to deviate, or is it the same concern you had last year?


MS. NEWBURY:  There is a lot of information in our filing that's public, that if we combined it with our forecasted WACC, which will be made available through strictly confidential, that it -- there could be an opportunity for market participants to identify our strategy and that is totally against the framework.


MR. MURRAY:  If I could ask that we scroll down to page 3 of this document, to the bottom of the third page, starting at line 15, it says:

"Union has used the annual carbon price forecast as proposed by the proxy carbon price to reflect the expectation that Ontario will link with the WCI, effective January 1, 2018, and that the utilities' current compliance plans will be largely based on compliance instruments and not abatement.  In future years, as abatement comprises a more significant component of Union's compliance plan, further review of the rate-setting methodology may be required."

So OEB Staff just wants some clarity.  Are you proposing to deviate from the WACC to the ICE price -- is that just for 2018 only, or is this something that you are going to be proposing going forward in future years?


MS. NEWBURY:  In this proceeding, we are strictly asking it for 2018.


MR. MURRAY:  And the issue may be revisited or may be different in 2019 and it might be the WACC, depending upon the circumstances.


MS. NEWBURY:  Revisited annually, yes.


MR. MURRAY:  And I promise this is my last question.  If I could ask you to turn to tab 9 of the compendium.


The writing is very small on the table.  If there is a way we can kind of blow up the table -- and the question I have is just from out of transparency.  We've heard a lot in the last couple of days about RNG and as I understand right now, the monitoring report that you are proposing to produce will list abatement generally, or customer abatement generally, but won't break out RNG from other customer abatement.


Is that something you would be prepared to do, to kind of break out customer-related abatement and then with maybe on a subtotal of RNG-related abatement?


MS. NEWBURY:  So this schedule is -- sorry, I can't read it either.  Can you just scroll up to the heading of it, please?


Okay.  So this is the schedule for 2017.  You know, what we are recognizing is that monitoring reporting has not really been addressed yet.  So, the -- this is again the format that we're using for this year, but we also know that it's been recognized that standard monitoring templates will be established through a working group.


So again, we will -- to the extent that there is not standardized monitoring reporting templates, we can take a look at what makes sense.


MR. MURRAY:  With RNG?  I realize that in 2017, there wasn't any RNG.  So to the extent there is RNG going forward, is that something that you would be prepared to kind of report and -- publicly, like, breaking out the RNG versus --


MS. NEWBURY:  The purchases?


MR. MURRAY:  No, RNG -- like, the abatement associated with RNG versus the abatement -- sorry...  The GHGs uploaded with abatement.  Sorry.


MS. NEWBURY:  I just wanted to get the right clarity.  So the -- I think what you are referring to is under the mechanism that we propose --


MR. MURRAY:  I don't think -- is your microphone on?


MS. NEWBURY:  Our light is on.  Can you hear me?


MR. MURRAY:  Yes, that's better.


MS. NEWBURY:  To the extent that, again, we through the RFP place RNG in the years in which that RNG is expected to come into service, we would, in fact, forecast it, and we would, in fact, report the reduced emissions resulting from that.


MR. MURRAY:  And could you break that out from just regular customer abatement?  Is that something that can be done?


MS. NEWBURY:  Yes.


MR. MURRAY:  Okay.  Thank you.  Those are all my questions.


MR. QUESNELLE:  Thank you very much, Mr. Murray.  I don't think we have anything ourselves.  Do you have a --


MR. RUBENSTEIN:  I was wondering if I could raise a concern just maybe before your question or -- that I have
-- I had.  In Mr. Murray's discussion with respect -- in the undertaking that was given, JT2.8, with respect to further documents, internal documents, I note SEC asked it in SEC11 for similar information from Union, and then at the end, which we were not provided with.


Then at the technical conference we sought the same information, and in JT1.17 we thought we got an undertaking to provide further -- more documentation, and that's the undertaking in JT1.17, with the idea that we would have this information to utilize in the hearing.


So I'm just a little -- and I would draw you to the transcript of volume 1, page 99 of the technical conference.  So it just raises an issue where we've been seeking this information even before the hearing, I mean, unsuccessful, and so I'm unclear what new information
I'm -- I am just concerned that we were not provided with this information, and now it's seemingly going to easily be provided.  I just raise it as a concern, not seeking any...


MR. QUESNELLE:  Well, let's just confirm that we are all on the same page with the understanding of the -- whether or not this is the same type of information that was sought earlier.


MS. SEERS:  We'd have to check the transcript with respect to what specifically was sought, but in any
event -- that's why I hear Mr. Rubenstein's point, and that's why I added the "if available" qualifier, because my understanding is certainly that the information that is available has already been provided.  What I think we've agreed to do is take another look and if that's not the case to make any additional information available, but as I say, I think our expectation is that the information has already been provided.  We'll take another look.  That's what the undertaking is intended to do.


MR. QUESNELLE:  Well, I think Mr. Rubenstein, if the information comes in and it is something that you are interested in, we're not completely finished yet.  If -- we are planning on having Union witnesses available for the Board at a later date.  If it's necessary, we'll also make them available to you.  Okay?


MS. SEERS:  And that's fair.


MR. QUESNELLE:  Thank you.  Ms. Frank?

Questions by the Board:

MS. FRANK:  So I just have one area that I'd like to get some clarity on.  And I'm going to use the Staff exhibit which was at tab 7.  And it's page 4.

When we -- once again we look at the LCIF and the list of projects that you've got on here, and I'm trying to understand the difference between this list of projects and projects that would have been in your DSM R&D type activities, which I think was also $2 million.  So the distinction between the two sets, and I think there was a suggestion that this stuff is all brand new, it's not in the market.  I think we heard that earlier.


But when I look down the list I'm not compelled to think that some of this doesn't exist in the market.  So maybe another attempt at, what's the difference.


MS. FLAMAN:  So I'll just offer part of that explanation, and then Mr. Trofim can follow up.


From a DSM -- we do have a DSM research budget.  That is $1 million, subject to check.  And as you looked at the funnel, recall that it had the proposed conceptualized -- kind of that stage 3 piece.  That's where the DSM research budget is primarily focused.  It's focused on technologies that are ready for commercialization, ready to enter the market, and whether or not they are appropriate for our DSM program, so that's what we look at those for, and then I guess over to you to fill in the LCIF part.


MR. TROFIM-BREUER:  Yeah, and the LCIF part is focused on technologies that are -- is -- they are pre-commercial, so they require a level of understanding, assessment, and demonstration in order to be able to determine whether they can be deployed here or not.  One example is the building skins we talked about.  That doesn't exist here.  Another example is micro-generation.  It's being used in Japan, in Germany, but in terms of, how do you apply it here in Ontario, in our jurisdictions, with our specific conditions, that hasn't been done yet, and there are still levels of work that needs to be done to be able to bring those to stage 3, at which point they would -- determination would be made, what's the next steps?  Can it be DSM?  Can it be something else?


MS. FRANK:  Can I try another distinction that there might be?  When you look at the DSM they are obviously conservation-oriented programs, but on this list there seems to be a bit of a combination, some of it conservation, and some of it that actually would be, I'll call it fuel mix considerations, so that they don't really result in any conservation, but they would go to still some of the abatement activities --


MR. TROFIM-BREUER:  Exactly.


MS. FRANK:  -- which is -- it's broader than just conservation.


MR. TROFIM-BREUER:  Your understanding is correct.


MS. FRANK:  Okay.  So then if I was to follow on with that, the items that are abatement and not conservation, I totally understand how that's consistent with the rest of your application, because you have other items that you are developing on, but the conservation piece of it, you've said, let's that -- we want that to be in our DSM.  We do not want that to be in our cap-and-trade.  So why are the initiatives that are conservation-directed in the $2 million?  Why aren't they in DSM?


MS. FLAMAN:  I believe the difference is, to your point, is pre-commercial, so they -- we don't know that they can be DSM measures at the stage that they're at, because they are pre-commercial, so should they move down through the funnel to stage 3, where they're ready for commercialization, then again to your point, they could shift into the DSM Framework, become, you know, perhaps a measure that could be implemented.


MS. FRANK:  So that's your current thinking, that items that are on this list wouldn't naturally carry on into cap-and-trade.  They may go cap-and-trade and they may go DSM; it's premature to know.  Is that...


MS. FLAMAN:  That's a fair assessment.


MS. FRANK:  Thank you.


MR. QUESNELLE:  Okay, thank you.


Any redirect, Ms. Seers?


MS. SEERS:  Nothing from us.  Thank you.


MR. QUESNELLE:  Okay, thank you very much.


Okay.  We've got -- I think our understanding is that at the end, once we've heard from Enbridge and EPCOR, we'd have a joint panel of the utilities available to the Board.  So we still have that, so we may see you again, so thank you very much, though, for the last couple days.


The Enbridge -- I was going to -- I was hoping that we'd have some time to at least get started today, Mr. O'Leary, but what's your assessment?  I think there's -- we'd only probably just have them introduced or sworn.  I don't know if there is even time to start your lead, so perhaps we'll wait until Thursday morning?  Is that your understanding?  Or do you have any other proposal?


MR. O'LEARY:  Well, sir, we're in your hands, and it has been a long day, but we are in your hands.  Our -- just the introductions and then the presentation and some brief examination-in-chief, it was going to be more than half an hour, I would think --


MR. QUESNELLE:  Right.


MR. O'LEARY:  -- so we're in your hands if you want to stay until -- with a short break, we'd probably be here until around 6:00.


MR. QUESNELLE:  Yes.  I'm just -- canvass the room here.  Is there any difficulty starting at nine o'clock on Thursday morning?  Board Staff, everybody okay with that?  Why don't we do that and get an early start on Thursday and try to make up for a little bit of time slippage today, and with that we are adjourned until Thursday morning at nine o'clock.  Thank you very much.


MR. O'LEARY:  Thank you, sir.

--- Whereupon the hearing adjourned at 5:02 p.m.
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