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Friday, April 27, 2018
--- On commencing at 9:23 a.m.
ENBRIDGE GAS DISTRIBUTION - PANEL 1, resumed

Daniel Johnson,
Steve McGill,
Fiona Oliver-Glasford,
Jennifer Murphy,
Andrew Langstaff; Previously Affirmed.


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


Okay.  Any preliminary matters, Mr. O'Leary?


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


MR. QUESNELLE:  Okay.  Thank you.


Ms. Seers, perhaps we can just make sure we know where we are on a couple of matters.  The confidentiality, we have your letter.  We will process that forward and ask for submissions on that from any parties interested in that issue, so we'll take care of that.  I'll take a stab at the break as to how we will do that.


And also, there was an undertaking, and I forget the name and the number of it, but it was to expand on the projects that are in the hopper.  Is there anything further on that?


MS. SEERS:  Just give me one moment, Mr. ...


MR. QUESNELLE:  Thank you.


MS. SEERS:  We've got a draft of it which should be available shortly, and what I expect it to say is it does provide a little bit of explanation, but there are no further documents in addition to what has already been placed on the record.


MR. QUESNELLE:  Okay, so there won't be anything that would drive the need for additional discovery or...


MS. SEERS:  I wouldn't expect so.


MR. QUESNELLE:  Okay.


MS. SEERS:  On the topic of confidentiality, as you will have seen from our letter and the letter from both counsel for the third parties, in the event that further -- in the event that any of the requests to make the documents public are maintained, they would both -- they have both requested the opportunity to appear before the Board.  I understand that they are both available on Tuesday if that's convenient and necessary, and so are we.


MR. QUESNELLE:  Understood.  Let's see where we go with that.  Okay, thank you.  Mr. Rubenstein.

Cross-Examination by Mr. Rubenstein:

MR. RUBENSTEIN:  Thank you very much, Mr. Chair.


Panel, I have a compendium.  It is the same compendium I used for Union, K1.2.  I hope you have a copy of that.  You do?


I just want to -- I know we are sort of at the end, but I just want to ask some questions sort of at the high level just so I can place the compliance plan in your proposals in context.


And am I correct that similar to Union's compliance plan the primary way to meet your compliance obligations is through compliance instruments, so allowances purchased from auction, secondary market, offset, the mix of that is confidential, but that's the primary way you plan to meet your compliance obligations?


MS. OLIVER-GLASFORD:  Yes, that is accurate.


MR. RUBENSTEIN:  If we can turn to page 45 of the compendium, and this is from your pre-filed evidence.  And you can see this in the second paragraph on the fourth line.  You say:

"Utilities are encouraged to take steps to reduce, abate the emissions from their customers and from their own operations."

Do you see that?


MS. OLIVER-GLASFORD:  Yes, I see that.


MR. RUBENSTEIN:  And then the rest of the paragraph, I won't read it, but it lists the various ways that you, in broad categories, about how you can abate; am I correct?


MS. OLIVER-GLASFORD:  Yes.


MR. RUBENSTEIN:  And you would agree with me, in terms of abating, there are two broad categories.  One is reducing the emissions content of natural gas -- i.e., RNG and through other technologies -- and then the second is through reducing the use of natural gas, through energy efficiencies or other technologies that do that?  Am I correct, that's sort of two broad ways that you abate?


MS. OLIVER-GLASFORD:  You have two of the three.  The third one is a smaller one.  It would be carbon capture, which is still being developed, but that would be a third avenue.


MR. McGILL:  Just to add that -- here we go -- just to add, anything that reduces the carbon intensity of the gas that remains in the system and is consumed would serve to abate carbon emissions as well.  So there's three broad categories.


MR. RUBENSTEIN:  With respect to sort of abatement overall, as I understand, you work with Union to create the abatement construct that's been talked about a number of times this week, correct?


MS. OLIVER-GLASFORD:  Yes, we did.


MR. RUBENSTEIN:  And on page 51 of the compendium we have the famous abatement construct funnel.


And as I understand, it's similar to Union -- you are seeking approval in this application to be able to spend $2 million on stage 1 and 2 activities in the abatement construct and what you are also calling the low-carbon initiative fund; do I have that correct?


MS. OLIVER-GLASFORD:  That is correct.


MR. RUBENSTEIN:  And am I also correct that you are also seeking approval related to the low-carbon initiative fund for an additional two FTEs to do the work of the fund?  Do I have that correct?


MS. OLIVER-GLASFORD:  Yes, you have that correct.  Those two additional FTEs are to monitor and assess abatement opportunities, so while we have captured them alongside the initiative funnel resourcing, they may in fact be necessary irrespective of that $2 million fund, some portion or all of those FTEs, in order to assess longer-term abatement if we're going to be consistent with the framework.


MR. RUBENSTEIN:  So -- and just before I ask you about that, am I correct that the rough cost is about $350,000 for those two FTEs; correct?


MS. OLIVER-GLASFORD:  Yes, that's roughly right.


MR. RUBENSTEIN:  Now, you just said that you still may need them regardless of the low-carbon initiative fund.  If the Board determines that it is not appropriate to have a low-carbon initiative fund, should the Board still approve the two incremental FTEs?  How should the Board take what you've just said.


MS. OLIVER-GLASFORD:  I think it would be up to the Board to opine upon whether they see value on the resourcing necessary to have a longer-term view to abatement.


Currently, as you can see in our evidence, all of the staffing is -- well, we don't have any staffing focused on assessment of abatement per se, and as we move forward, if we hope that that becomes a bigger component, then we would need to address that in some way.


MR. RUBENSTEIN:  Now, with respect to the construct, am I correct, if we turn to page 53 of the compendium -- this is your response to SEC Interrogatory 9.  And this is similar to Union's response, as I understand it, and what they said in the oral hearing.  There is no internal guideline document that sits behind the -- what's written in the evidence, so if someone wanted to understand the abatement construct internally, you'd, I guess, take them to the evidence; is that correct?


MS. OLIVER-GLASFORD:  Yes, that is correct, in terms of how it was developed up to this point.  We did recognize at the technical hearing that there were a lot of questions about how we would address this, so there has been some work since the technical conference to put together a bit of a shell or a template on how we would formalize the pieces in the background.  So that has been in development since the technical conference, just to give a better sense of how we would actually assess and outline these initiatives, how we might compare them to the guiding principles or criteria.


MR. RUBENSTEIN:  So this has been developed in the last week and a half, I guess.


MS. OLIVER-GLASFORD:  Yes, yes, it has.  It is just a, more of a template kind of consolidated piece to be helpful.


MR. RUBENSTEIN:  And is that document complete?


MS. OLIVER-GLASFORD:  No, but we could put it on the record if you'd like it.


MR. RUBENSTEIN:  I would ask that you do.


MR. MURRAY:  That will be Undertaking J4.1.

UNDERTAKING NO. J4.1:  TO PROVIDE THE TEMPLATE DESCRIBED IN SEC.9.


MR. RUBENSTEIN:  And then if we turn to page 54, this was similar to Union's response, I think.  We had asked you for the memos, the concept outlines, the documents with respect to the costs, the benefits of the various initiatives that you are proposing to undertake with respect to the abatement construct and the activities in phases 1 and 2.

And my understanding is you don't have those yet and you need the two FTEs to create them.  Do I have that correct?

MS. OLIVER-GLASFORD:  Yes.  I think other than what I've just mentioned in terms of putting best efforts to consolidate the bits and pieces that we've got and put a structure behind this, we do not have any other formalized documents at this time.

MR. RUBENSTEIN:  And then I followed up and had a long conversation with Ms. Sigurdson about this at the tech conference, if there were other documents following up on this interrogatory that sits behind what you had provided in response to some of the Staff interrogatories, and what I got from that is there were no documents.

MS. OLIVER-GLASFORD:  No, there were no -- there are no formal documents.  Again, she has spent some time putting together a compilation, I guess, or an outline of the bits and pieces.  So that, I think, is more of a template than anything else.  But it has been populated with the bits and pieces that are almost entirely on the public record in the evidence.

MR. RUBENSTEIN:  But that's since the technical conference?

MS. OLIVER-GLASFORD:  That's correct.

MR. RUBENSTEIN:  All right.  So when you were developing the budgets, when you were putting together the application, when you were responding to the interrogatories explaining where you're going to spend the money, none of that existed?

MS. OLIVER-GLASFORD:  No, it did not.

MR. RUBENSTEIN:  Thank you.  As I understood, maybe we can take -- go to Staff 23, and this is contained at page 

-- the response at page 58 of the compendium, where you set out the various activities in the LCIF in stage 1 and 2 and their budgets.

And as I took it from the responses in the technical conference, the costs, the estimates that show the 22 estimates, were really just ballpark costs.  There were no budgetary breakdowns or otherwise.

MR. McGILL:  Well, those costs were developed by people in the organization that have a fair amount of experience working in this area, and also experience with pilot projects that we've participated in in the past.

So it's not that these are just guesses.  These are informed allocations of the $2 million based on what we believe is necessary to follow through on these initiatives.

MR. RUBENSTEIN:  I wasn't saying they were guesses. But these experts, when they were coming up with those budgets, they were not providing a breakdown of how they’d built up that budget internally?

MR. McGILL:  Not in detail, no.

MR. RUBENSTEIN:  Thank you.  As I look down the chart -- this table in front of us on page 58, I see that you're planning to spend about $1.95 million, correct?  That's the proposal?

MS. MURPHY:  That's correct for the customer-related abatement.  I believe it was Staff IR 27.  I'm just going to check that, where we outlined -- yes, Staff 27, where we outlined the costs that we've put in for the facility-related, which is the other sort of 50,000.

MR. RUBENSTEIN:  So as I understood from Union's evidence, as a point of comparison in response to undertaking JT1.17 on page 17, if we can turn to that -- and that's beginning on page 17 of the compendium if we go to page 19, they have a work plan in place to spend about 1.16 million dollars, and they provide that work plan in response to JT1.17.

Is that your understanding from this interrogatory response?

MS. MURPHY:  Yes, we see that.

MR. RUBENSTEIN:  All right.  So you are planning to spend $2 million and you don't even have a work plan, correct?

MS. OLIVER-GLASFORD:  As I mentioned, we have a document that is starting to come together that may provide some more help, or at least have a more combined view.

I think it definitely is fair to say that we do not have people working on cap-and-trade abatement at this time, and hence the additional resources that we have requested to further flesh out this work.

MR. RUBENSTEIN:  So in coming up with a budget and providing the proposal in your application to spend the $2 million and what we've seen today, can you help me understand how the Board can make a determination that that amount is prudent if we have no work plan, there's no outline of the costs and benefits, there's no detailed breakdown of that amount in each of those initiatives?

MS. OLIVER-GLASFORD:  We have developed this initiative funnel with the hope of being transparent and enabling longer-term abatement initiatives.  These are estimates, you know, informed estimates, but estimates nonetheless and we would only be charging or, I guess, accruing costs for seeking a clearance at the end of the year.  So we are not -- there is a chance for ratepayers to review these costs at the end of the period in order to seek clearance.

MR. RUBENSTEIN:  Now I am confused.  I had thought, from the technical conference and from your materials, that you were seeking approval in this proceeding for -- to be able to spend up to 2 million dollars on the LCIF.

In fact, I thought you were seeking approval for your entire proposed 2018 forecast balance in what would be in the GGEIDA -- I hope I’ve got that acronym correct -- account, and while there would be a variance, in essence, if you spent less, that would be returned.

So are you saying that that has changed, or I’ve misunderstood it?

MS. OLIVER-GLASFORD:  No, nothing has changed.  I think in evidence in a couple of spots, we have indicated that while we are asking for an assessment of a prudent and reasonable plan, we were do in fact recognize that there is a review at the end when we go to seek clearance of our costs.

MR. RUBENSTEIN:  Let me say this.  Let me phrase the question this way:  If you ultimately spend the administrative costs you say you are going to spend and you spend at the dollar, the $2 million for the LCIF, will the Board be able to review that amount to determine if underneath the total dollars that were spent, the amount that -- what was spent was prudent, or is that determination being made in this proceeding?

MR. McGILL:  What we're seeking in this proceeding is approval from the Board to go ahead and spend up to that $2 million amount towards the development of carbon -- customer-related carbon abatement initiatives.

When the -- I'm not sure.  It probably would be the GHG customer variance account is brought forward to be cleared for 2018, presumably sometime next year, I would expect that any money we spend on these initiatives would be reviewed by the Board, along with all other amounts that we have debited to that account, and be considered for recovery at that point in time.

MR. RUBENSTEIN:  So I take it --


MR. McGILL:  Just like any other variance account or deferral account.

MR. RUBENSTEIN:  Now I'm confused, because I thought Union's position in this area was actually slightly different.  You know, you spend the money that -- the variance account deals with if you over spend -- at least I understood their evidence to be if they over spend on the amounts, there would be a prudence of that incremental amount.  And if they under spend, it captures the difference, but there would be no further review.

As I understand what you're saying is if you spend, you want some pre-general authorization from the Board, but ultimately the Board will have the ability, and ratepayers, when you seek clearance of that amount, to have a line-by-line review to make sure all the dollars were prudently incurred.

MR. McGILL:  Well, it's my understanding that the Board always has that discretion in terms of clearing a variance or deferral account.

MR. RUBENSTEIN:  All right, well --


MS. SEERS:  Mr. Chair, if I may -- I apologize to Mr. Rubenstein.  I am not intending to interrupt his cross at all -- the characterization of Union's position isn't accurate, and we've got an undertaking to provide clarity, which -- I understand that there was some confusion about the position, so that will be available very shortly also.

MR. QUESNELLE:  Thank you.

MR. O'LEARY:  Sorry, Mr. Chair, and I don't want to interrupt any further, but Mr. Rubenstein has been referring to these amounts as going into a variance account, but I believe, in fact, the request is that to be included in the deferral account, which is something different, so it's the GGEIDA.  I just thought it would be important to point that out factually.

MR. RUBENSTEIN:  No, I apologize.  I understood that, but you are correct, it is a deferral and variance account.

I want to ask you about a couple of the projects that are on page 58 of the compendium, and the first being your plan -- or the proposal is to spend $500,000 on the power to gas initiative; do you see that?

MR. McGILL:  Yes, that's correct.

MR. RUBENSTEIN:  And I had a conversation with Union about this, and I showed them a presentation beginning on page 23 of our compendium from the IESO.

MR. McGILL:  Yes.

MR. RUBENSTEIN:  Essentially, as I understood, in broad terms, they've begun an engagement and initiative to look into this themselves, and I think it may result in some funding at the later stages.  Can you help me understand why it's not more appropriate for the IESO if they are already in this space to fund such a project?

MR. McGILL:  We spoke about this yesterday, and the difference in the focus of our project is to study and determine and try to set standards and protocols with respect to injecting hydrogen into our gas distribution system so that we can do that in a safe and reliable way that ensures the integrity of that system and customers' equipment that's served by that system.

The IESO is looking at this more from the standpoint of an energy storage alternative, so -- which is part of what our affiliate company has done in its power to gas pilot that is -- that the plant has just been commissioned, and that work was done in conjunction with the IESO, so from this webinar presentation that you've brought to us, what the IESO is doing is trying to investigate further the potential of power to gas with respect to an energy storage alternative.

Our focus is on how we can use that hydrogen to decarbonize our gas distribution system, so it's -- the focus of the two is very different.

MR. RUBENSTEIN:  And I see as well from the table that you plan to spend 300,000 to expand your NGV program; do I have that correct?

MR. McGILL:  Just waiting for the table to come back, but I believe that's correct.

MR. RUBENSTEIN:  Can you explain to me how that is a customer abatement activity since, if anything, it's actually creating new customers and increasing your overall compliance costs?

MR. McGILL:  Well, it's an abatement activity in terms of reducing carbon emissions that are the result of diesel fuel being consumed in heavy trucks and long-haul transportation vehicles.

MR. RUBENSTEIN:  No, I understand that is an abatement activity to abate the provinces as a whole, it's carbon emissions, but you can help me explain how it abates your customers?

MS. OLIVER-GLASFORD:  So one of the things that the development of the abatement construct and the low-carbon initiative fund is intended to do is take a bit of a longer-term view as to how we help our customers reduce emissions.  And when we're looking forward we're seeing that the federal government and, indeed, the province have been talking about clean fuel standards, those sorts of things, and that would start to directly create a path to those sorts of credits, because those might, in fact, be eligible in the longer-term, certainly not in 2018, and perhaps not in 2019, but that work might actually generate the ability for us to create credits on natural gas vehicles in a clean fuel standard.

MR. RUBENSTEIN:  And I'm correct -- and I think there was some discussion yesterday with Mr. Wolnik about this -- that, you know, you've been in the natural gas vehicle space for some time, correct, Enbridge?

MR. McGILL:  Yes, that's correct.

MR. RUBENSTEIN:  Isn't it just simply, like many other of your activities, a business development activity, you are seeking new business?

MR. McGILL:  In some respects it is, but I think the need to reduce carbon emissions has added another element to the -- and increased the importance of promoting natural gas vehicles.  I think we spoke about this yesterday, as well, is some of the challenges have been convincing fleet operators to invest in transportation equipment fuelled by natural gas when there isn't a comprehensive re-fuelling infrastructure in place, so one way or another you have to do something to get that market started.  People aren't going to invest in natural gas vehicles unless they have comfort that they can refuel those vehicles.

So that's what we're trying to overcome with this LCIF initiative.

MR. RUBENSTEIN:  And Mr. McGill, you were asked by Ms. Van Soelen yesterday if you had any internal guidelines to determine whether a proposed activity should be regulated activity or not, and as I understood your response yesterday, Mr. McGill, it was that, you know, you make that determination at the third stage of the funnel; do you recall that discussion?

MR. McGILL:  Yes.

MR. RUBENSTEIN:  So ratepayers are being asked as part of the LCIF, they could potentially be paying for research activities, in phases 1 and 2 that ultimately become an unregulated activity, correct?

MR. McGILL:  There is some potential for that.

MR. RUBENSTEIN:  Can you help me understand why it is appropriate for ratepayers to underwrite the research and development activities for what ultimately may be an unregulated activity?

MR. McGILL:  Well, as I said yesterday, in the early stages we don't know whether some of these things would be more appropriate to be inside the regulated utility or outside the regulated utility, and I also indicated that if we are transferring any of that value that's created in the regulated utility to an unregulated affiliate, that would be subject to the Affiliate Relationships Code, and that would be subject to review by the Board.

MR. RUBENSTEIN:  No, I understand, and I'm not talking about the transfer of any intellectual property that may occur, but let's use your example of your natural gas vehicle program.  You're working with entities to try to convince them the benefits of using NG -- to use natural gas vehicles, but ultimately as an unregulated activity, isn't this new business development activity underwritten by ratepayers?

MR. McGILL:  I don't believe it would be, in that ratepayers would be compensated as per the requirements of the Affiliate Relationships Code.

MR. RUBENSTEIN:  Well, what's the compensation with respect to natural gas vehicles that they could potentially expect?

MR. McGILL:  Whatever was developed by the regulated utility.  If that was being transferred out of the regulated utility, it's subject to ARC --


MR. RUBENSTEIN:  My understanding --


MR. McGILL:  -- and there is a --


MR. RUBENSTEIN:  I'm sorry.

MR. McGILL:  -- methodology in ARC for determining what value is attributed to those things when they are transferred.

MR. RUBENSTEIN:  No, I understand if there is intellectual property that may have to be -- but if you are out there trying to explain to individuals the benefits of natural gas vehicles in Phase 1 and 2, showing them a demonstration, but ultimately nothing ends up being transferred, you have an unregulated entity of Enbridge that is already in that space, you're just in essence showing them the way to utilizing this new technology, what benefit are ratepayers getting from it?

MS. OLIVER-GLASFORD:  Just a couple of observations.  One is that Enbridge does have its natural gas vehicle business in rate regulation, and it has, under another separate application, put in for geothermal to be rate-regulated as well.  So certainly that appears to be the route that we would prefer to have these things in the rate-regulated entity.

I think the other observation is that, for example through DSM, we've been able to help promote higher efficiency furnaces, for example, over the years, leading to higher codes, better codes and standards, and so those benefits that the ratepayers have invested in have benefited everyone in the longer-term.  And so perhaps that's one lens to look at this with as well.

MR. RUBENSTEIN:  In that example, is Enbridge's  unregulated affiliates or itself, or unregulated parts of the business financially benefiting from that?

MS. OLIVER-GLASFORD:  I don't know that they're financially benefiting directly.

But I think it certainly could be argued that it's a positive development and when we look at the framework and we look at the intention of the climate change mitigation and Low Carbon Economy Act, these are things which do provide benefits broadly.

MR. RUBENSTEIN:  And lastly, on the issue of the LCIF, there was some discussion at the technical conference about this.  Am I correct that Enbridge is open to providing publicly, outside of a Board process but publicly where possible, the research or the data that comes from any of these stage 1 and 2 activities?

And when I say "where possible", I mean if there are customer confidentiality concerns, or intellectual property concerns that are not yours.

MS. OLIVER-GLASFORD:  I'm just trying to find an Undertaking, and I believe we've found it.  It is Exhibit I1.EGDI.SEC.15.

MR. RUBENSTEIN:  It's on page 15 of the compendium.

MS. OLIVER-GLASFORD:  It indicates in part (c) that Enbridge is supportive of making final reports available to the public.

MR. RUBENSTEIN:  So if the Board made it a condition of approval of any amount in the LCIF, you would be supportive of that?

MS. OLIVER-GLASFORD:  Yes.  Other than confidentiality, commercially-sensitive information, yes.

MR. RUBENSTEIN:  All right.  Let me ask you about administrative costs, and I had a similar conversation with Union about this.  Am I correct that you are an affiliate of Union, correct?

MS. OLIVER-GLASFORD:  Yes, that's my understanding.

MR. RUBENSTEIN:  And as I understand, you're operating parallel cap-and-trade organizations currently, correct?

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

MR. RUBENSTEIN:  Why is that appropriate?  Why shouldn't two regulated entities of this Board who are affiliates not share resources with respect to their cap-and-trade administrative costs?

MS. OLIVER-GLASFORD:  I certainly can see how you're asking this question.  However, I think we need to take a step back and remember the timing as to which we filed the plans.

When we filed these plans in November of 2017, the with two organizations were actually prohibited by law.  There was a special clause in the cap-and-trade regulation which prohibited us sharing any commercially -- not commercially, sorry, market or auction confidential-type information with one another.  So we did recognize that very, very strict prohibition.

However, we did try and collaborate where we could, and that is evident in the development of the abatement construct.

MR. RUBENSTEIN:  Am I correct that that prohibition is no longer in force?

MS. OLIVER-GLASFORD:  That is correct.  However, the two entities still are operating as separate entities until a MAADs decision.

MR. RUBENSTEIN:  Let’s put aside the MAADs decision of combining to one entity.  But as two entities for 2018, now that that prohibition is not in place, why shouldn't ratepayers expect that two affiliates, who were both regulated by this Board, would not be combining or sharing services with respect to your cap-and-trade administrative costs?

[Witness panel confers]

MS. OLIVER-GLASFORD:  I think certainly these are the types of things that we will be looking at, post the MAADs decision, as to what is the best way to structure.  I think, you know, as a practical matter, there's a lot of pieces that we don't even know yet, we haven't even looked into in terms of how can the teams be coordinated, if they could be coordinated, and that's presuming an outcome that the two organizations are merging. So I think there's a lot of unknowns.

I also want to reiterate that we have been very cautious with respect to our resourcing and how we've built up the team, so we have not, you know, built up needlessly, in terms of number of FTEs.

MR. RUBENSTEIN:  Can I ask you to turn to page 30 of the compendium?  This is the response to Union's SEC.15, but as I understand, it is the same response as EGDI.SEC.20.  This is the joint response.  Do I have that correct?

MS. OLIVER-GLASFORD:  Yes.

MR. RUBENSTEIN:  If we turn to page 30, we go down to the chart, table 1, and I see that you are forecasting an incremental 8 FTEs in 2018, an increase of an incremental 3.6 FTE from 2017; do I have that correct?

MS. OLIVER-GLASFORD:  That is correct.

MR. RUBENSTEIN:  We note -- am I correct that two of those were the positions we discussed earlier, correct?

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

MR. RUBENSTEIN:  And you haven't hired those individuals?

MS. OLIVER-GLASFORD:  No, we have not.

MR. RUBENSTEIN:  That leaves a remaining 1.6 FTEs. Have you hired those individuals, filled those positions?

MS. OLIVER-GLASFORD:  We have currently got five full-time equivalents, and one position out of those remaining six that is still unfulfilled.

MR. RUBENSTEIN:  So of the incremental 3.6 FTEs, you have filled 0.6 of that.  Do I have that correct, based on what you’ve just said?

MS. OLIVER-GLASFORD:  Yes, your math is correct.

MR. RUBENSTEIN:  All right.  So considering we are in the end of April, you haven't hired the two additional positions to support the LCIF, and you have -- can we reasonably expect that you will be spending $2 million on the LCIF, if you need those positions before you can do real work on that fund, as I understand the evidence?

MS. OLIVER-GLASFORD:  It's indeed possible that we may not spend the full 2 million, given the point that we find ourselves in the year.  However, what we actually spend will be captured in a software clearance.

MR. RUBENSTEIN:  Am I correct that the forecast administrative budget -- I think we have this discussion at the technical conference, that the $350,000 that you have built in for those two positions were based on them being there for the full year?

MS. OLIVER-GLASFORD:  That is correct.

MR. RUBENSTEIN:  And so if you’re based on being on the full year, I would assume that the LCIF budget that we looked at before was based on work being done for the full year, correct?

MS. OLIVER-GLASFORD:  Yes, I think that's accurate.

MR. RUBENSTEIN:  So recognizing there is a deferral  account, but just so I have a sense of what may get spent, if you haven't hired those people and you expected them to be there in the full year and the LCIF budget was there being on the full year, is it reasonable to expect that you will spend much less than the $2 million for the LCIF in 2018?

[Witness panel confers]

MS. OLIVER-GLASFORD:  I really wouldn't want to speculate on what we would be spending out of that 2 million.

MR. RUBENSTEIN:  Well, why are you so hesitant to speculate?  It seems to me, in a sense, obvious, as I understood the evidence, these positions were needed to do a lot of the follow-up work.

If you had expected them to be in place at the beginning of the year and here we are in late April and we may not -- if you are waiting for a decision until, let's say June, is it just sort of a reasonable assumption to make?

MR. McGILL:  Well, I guess the -- what I'm struggling with is that, you know, the work of these projects isn't necessarily linear.  You are not going to be saying if we are going to spend $10,000 or $20,000 a month on a -- on a $120,000 project, the spending isn't going to work that way.  If it's a pilot, equipment will have to be bought, people will have to be hired to install that equipment, monitor it, so the expenditure of money isn't going to, you know, be in some kind of levellized or linear pattern, so that's why it's difficult for to us say right now, depending on which things advance more quickly, you know, we would spend some portion of that $2 million between now and the end of the year, but it's not like I can say, you know, we're halfway through the year and we're going to spend half the money.

MR. RUBENSTEIN:  And lastly, if we could just circle back to the discussion we had about the relief being sought.  So as I understand in this proposal, in this application, you are seeking clearance of the 2016 balances in the GGEIDA, correct?

MS. OLIVER-GLASFORD:  That is correct.

MR. RUBENSTEIN:  And you are not seeking disposition of the 2017 balances at this time.

MS. OLIVER-GLASFORD:  That is also correct.

MR. RUBENSTEIN:  Do you see your request for the 2018 amounts in those accounts any different than what you sought in the last proceeding with respect to the forecast 2017 balances?

MS. OLIVER-GLASFORD:  Can I just play back your question?  So you are essentially asking me:  Do I think the 2018 costs are going to be roughly the same as...

MR. RUBENSTEIN:  No, with respect to the relief sought, are you seeking anything different with respect to the 2018 amounts in the forecast for the GGEIDA?  Is it any different than what you sought in the last year's application with respect to the forecast 2017 costs?  Is there any...

MS. OLIVER-GLASFORD:  No, I don't see it as any different.

MR. RUBENSTEIN:  So then -- okay.  Well, thank you very much.  That's helpful.  Those are my questions.

MR. QUESNELLE:  Thank you, Mr. Rubenstein.

Ms. Djurdjevic?

MS. DJURDJEVIC:  Thank you, Mr. Chair.  So we have a compendium we would like to pass around and make an exhibit.

MR. MURRAY:  That will be Exhibit K4.1.
EXHIBIT NO. K4.1:  BOARD STAFF CROSS-EXAMINATION COMPENDIUM FOR ENBRIDGE PANEL 1.
Cross-Examination by Ms. Djurdjevic:


MS. DJURDJEVIC:  Okay, panel, good morning.  My first question -- I wish I could say that all the preceding parties clarified all the questions on the net to gross and potential studies, but I do have a few questions, and then hopefully we are getting closer to seeing how this all hangs together.

So first I just want to clarify the term natural conservation, something that is slightly different from the net-to-gross issue.

So as I understand it, natural conservation is conservation that would have occurred regardless of the utilities' DSM programs or other utility programs.  Is that a fair characterization, albeit basic one, of natural conservation?

MR. JOHNSON:  Sorry, can you say that again for me one more time?

MS. DJURDJEVIC:  Natural conservation is conservation that would have occurred even if there were no DSM programs.

MR. JOHNSON:  I would agree that it is a portion of that, yeah.

MS. DJURDJEVIC:  Okay.  So maybe we can look at tab 1 of the Staff compendium, which is an excerpt from yesterday's testimony.  And the discussion was about natural conservation and the kinds of things that would have occurred notwithstanding -- regardless of any DSM programs.  And so you gave the example -- or the witness -- Mr. Johnson gave the example of the home furnace program.

And I'm looking at -- it's page 11, starting at about line 14, and talked about why somebody might, you know, buy a high-efficiency furnace.  And I'm quoting:
"The code says they would need to replace that furnace with something that's 90 percent.  That is the minimum that they would be allowed to replace it with, so that difference between the 80 percent, which was the old furnace, and the 90 percent, that's natural conservation.  It has to happen.  The conservation potential study attempted to exclude those opportunities when it was done, and our programs also exclude those opportunities.  We would not count that difference between the 80 and 90 percent."

So that is one example of naturally occurring conservation; i.e., those are standards that had to be -- that are applicable to new appliances.

Now, there are other factors in -- to be considered in natural conservation, so I'd like you to look at tab 2, for example, which is an excerpt from the -- the potential study.  And I'm looking at, near the bottom, the third bullet point.

So hopefully the -- oh, it does come highlighted on the screen version:

"So naturally-occurring efficiency changes affecting annual natural gas use in existing buildings were estimated, and special consideration was given to three factors:  One, naturally occurring improvements in equipment efficiency; two, expected penetration of more efficient equipment into building stock; and three, known upcoming changes in building and equipment energy performance codes and standards."

And these are the three factors that I see of the special consideration to -- in the potential study.  And I'm going back to your furnace example.  That is an example of one of those factors; i.e., known upcoming changes in building and equipment and energy performance codes; is that correct?

MR. JOHNSON:  That's correct.

MS. DJURDJEVIC:  And you would acknowledge, though, that the study, potential study, indicates that there's consideration for those two other factors, which contribute to natural conservation.  That's naturally occurring improvements and equipment efficiency and more efficient equipment and to building stock; is that correct?

MR. JOHNSON:  So, yes, in our programs we also take that into account where possible, and again, that's something that -- determining exactly what the standard is is very difficult.  We actually have an ongoing study to determine boiler baseline, so again, what I mean by that -- I think what you are trying to describe is an example even above that, so codes for boilers -- and I apologize, I don't remember the exact number, but let's say codes for boilers are 80 percent today.  We would do a study to say that, yes, but in reality, in some cases, it is -- the standard practice for technology would be 82 percent, and so we would use that, and that would be our new case that we would use in our programs.

Again, incrementally above that we would apply a net-to-gross factor, which would be, people may -- even though the standard now -- the code says 80, the standard is people put in 82, but some people may choose to put in a condensing boiler, for example, of their own volition, and that would be the net-to-gross above that.

MS. DJURDJEVIC:  So just going back to the CPS, you know, before we get to the next stage where you apply your net-to-gross adjustments, the CPS, though, has already accounted for those kinds of naturally occurring conservations or efficiencies, so that's already baked into the CPS figures; is that correct?

MR. JOHNSON:  I think it also depends on what you mean by "baked into the figures".  Do you mean baked into the amount of gas consumed or do you mean in terms of baked into the removal of the opportunities?  And I know we're getting in sort of semantics of DSM here, and again I apologize for that, but within DSM your reference case -- so again I'll go back to a house -- you have houses that have efficiencies, and you'll determine your reference case and the total consumption.  I'm not a forecasting person.  I can't say if that's included.  But I wouldn't say, again, opportunities where people make choices to go above what's normal, I would not say that's been extracted from the opportunities identified in the CPS.

MS. DJURDJEVIC:  Okay, so we do -- if I'm understanding you correctly, and I do believe that -- the reference case which is contemplated in the potential study, would just hopefully agreeing that they do account for naturally occurring conservation.  And then there may be other steps, but just on that basis that the potential study has that already -- I don't want to use the term "net", but there is -- it has already taken that into account, and these are factors ICF took into consideration when it produced the potential study and then the MACC study.

MR. JOHNSON:  Again, I think there are two important steps there.  So in the first piece in the forecasting of the available gas use, I believe that's the case.  But I'm not a forecasting person; I’m not sure about that, that they with have accounted for -- I think the way that we do it -- again, this is not something I'm confident about, but we look at past trends, future codes, things like that.  And so we do adjust the forecasted gas consumption to account for that.

But my understanding with the way the CPS was done is once the opportunities later were identified, there was no adjustment for net-to-gross there, in terms of taking out those times where people would choose to do something above what's normal.

MS. DJURDJEVIC:  I'm just going back to, you know, what the statement was in the CPS that these naturally occurring conservation is a result of equipment -- reduce gas volumes and equipment improvements, not because of any program or any sort of intervention by a utility or other specific program.  I think ...

MS. OLIVER-GLASFORD:  Yes, I think there is some recognition that there is natural conservation built into the CPS, so it is net of some things.

I think the point that Mr. Johnson is trying to make is that there certainly is this additional piece called net-to-gross which is significant in nature, and needs to be accounted for, and it was not and fully accounted for in the conservation potential study.

Typically, conservation potential studies have been involved in a number.  They would make a policy decision at the beginning whether or not to include net-to-gross, and so that would be very evident in how you approached it, because of course if you are looking at two different utilities with a number of different programs, those net-to-gross ratios are different between programs, between utilities, and so it would be clear if they were there or not.

That said, some of the natural conservation, of course -- you know, it is a bit of a grey zone in terms of how natural conservation and free ridership plays together.

MS. DJURDJEVIC:  Thank you for clarifying that.  So that brings us sort of to the next stage.  So after we've looked at the potential study, then there are further considerations.

So I'd like to progress with that and ask you to turn to tab 3 of our compendium, and that's an excerpt from your examination in-chief yesterday, and starting at line 17 and -- well, actually there you are just referring to a footnote of the ICF potential study.

So let's then just jump to that, which is at tab 4, and that is an excerpt from the potential study.  And looking at that the footnote, it is 34, so talking about the results there.  And I'm just going to quote:
"Measured TRC Plus results do not include program costs, such as program administrative (non-incentive) costs, and adjustments for free ridership, spillover effects, and persistence, et cetera.  Measured TRC Plus results were used for preliminary screening of measures for inclusion in the economic potential."

Now, you had stated in your examination yesterday, again referring to this footnote as the reason for -- sort of an explanation for why Enbridge was of the view that the potential study is gross, and therefore required a further discount for free ridership.  And we can agree the footnote says this study -- this does not account for free ridership spillover, colloquially known as net-to-gross.

Is that your understanding?  Do I have that right, that Enbridge views the potential study as -- and I think it came out in the evidence, either yesterday or in Union's, that it doesn't go far enough in terms of making any reductions or adjustments?

MR. JOHNSON:  Yes, if you are asking if our opinion is that the CPS is gross, that's correct.

MS. DJURDJEVIC:  Let's go back to tab 4, and that was the last paragraph now that we're looking at, and again talking about the TRC Plus, which is an initial screen of technical options.  So again, I'm just going to quote it -- well, it’s right there and you can read it:
"Considerations such as program delivery cost incentives are incorporated into later detailed program design stages which are beyond the scope of the study."

So I wanted to emphasize that, because that seems to be a kind of dividing line between what the CPS is doing, looking at all the potential, but accounting for natural conservation, and then there sort of comes the stage where you design detailed programs and delivery cost incentives, the other factors that are part of the net-to-gross, are applied at that point.

In other words, the net-to-gross analysis is applied to programs already designed.  Does that make sense?  Would you agree?  Would the panel agree with that?

MR. JOHNSON:  Yes, I think I'm understanding you correctly, which is exactly our point.  You know, so it starts out as gross number and then as part of things like program design, et cetera, et cetera, depending on what those things are determines what a free ridership or a net-to-gross value can be applied later.

And I think, as Ms. Oliver-Glasford pointed out, different utilities, different areas -- so as an example, you might even have a different value within Union's franchise versus Enbridge's franchise and in some cases, we do.

MS. DJURDJEVIC:  So, free ridership, which is a big part of the net-to-gross adjustment, as I understand it, that is a -- has a significant impact on -- well, let me put it this way. Depending how a program is designed and delivered, that could affect the free ridership level. Would you agree with that?

MR. JOHNSON:  I think, as I said yesterday as well, that yes, it can.  There are many factors, but that can definitely have an impact.

MS. DJURDJEVIC:  And then -- so then again, going back to program design, this other stage, we’ve passed the potentials, so depending on how the program is designed, it could be more or less cost-effective than another program due to differences, for example, incentive levels, the cost to administer the program, other examples, and it’s different for each type of program.

So I guess I'm just saying the cost-effectiveness program does depend on how it's designed.  Would you agree with that?

MR. JOHNSON:  Yes, I would think that I would agree that the design of the program could have an impact on cost-effectiveness.

MS. DJURDJEVIC:  So hopefully what I've gotten to is to make it clear, at least to Staff, hopefully there is some agreement that the screen, the cost-effectiveness screen that is in the potential study, you define cost-effective measures is different from testing the cost-effectiveness of your DSM programs.

MR. JOHNSON:  Sorry, can you say that again for me?

MS. DJURDJEVIC:  Well, the potential study has a certain cost-effectiveness screen that defines, you know, which measures are -- and that's why they have the potential -- there is some natural conservation.

And then we get to this point where you have designed and delivered a DSM program, and now you are applying a cost-effectiveness test to that and it's -- which is your net-to-gross, and they are not the same thing.  This is not apples to apples, as we've heard.  Would you agree with that?

MR. JOHNSON:  Let me try and repeat back and see if I understand what you're saying.

So in terms of the way the CPS would have been done, they would have looked at measures, and again I think what we're saying is when they did that initial measure, they didn't apply any kind of net-to-gross adjustment.  And then later on, when we actually go and design our actual programs to target those measures, we then apply a free ridership value to that based on our actual program design.

MS. DJURDJEVIC:  And if I am understanding you, you are agreeing that they are a different approach, a different screen?

MR. JOHNSON:  That's exactly our point, that initially it is a grows value, but then when we have our actual programs, it is a net value.  Again, if we designed a perfect program -- maybe the word perfect isn't right there.  But in an ideal program, we would design a program that ended up having no free ridership, of course.  That's practically very difficult to do, but...

MS. DJURDJEVIC:  Right.  So let's move on and talk about the free-ridership values that you've applied in your analysis to the MACC.  So I'd like you to turn to tab 5 of your evidence -- tab 5 of my compendium, which is from your evidence, Exhibit C, tab 5, Schedule 2, page 26, footnote 6 or 8?  6, all right.  Which explains:
"The free-ridership values applied are 15 percent for residential, 16 percent for commercial, and 50 percent for industrial, as filed in EB-2014-0354..."

Et cetera:

"Commercial free ridership has been determined as a simple average of 12 percent free ridership in the commercial sector and 20 percent free ridership in the multi-residential sector."

So my question is about the free-ridership rates here for the commercial and industrial sector, 50 percent industrial and 12 percent commercial, and you come up with a -- and 20 percent for multi-residential.

And as I understand, this is from a 2018 net-to-gross study that Enbridge did; is that correct?

MR. JOHNSON:  I believe it was 2008, yes.

MS. DJURDJEVIC:  So now I'd like to refer you to some of Union's evidence in this hearing, and that would be -- if you could turn to tab 6, which is a transcript from Union's examination.

And starting at the top of the page, the discussion was about the application of net-to-gross factor to account for CCAP program, so Mr. Ginis says:

"I don't think -- well, I don't think -- 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."

And during the tech conference you indicated -- that's at tab 7 of my compendium, and that's from technical conference Day 2, bottom of page 29.  Ms. Glasford says: 

"I can speak to the CCAP piece.  There have been no adjustments to the MACC to address the CCAP funding because at the time of the MACC development that was not known and it is still not fully transparent to us.  So no adjustments were made other than those of the net-to-gross ratios being applied."

So comparing Union's evidence and Enbridge's it would appear that they are not aligned on why a net-to-gross ratio is applied to the MACC results.  Is that the case or does Enbridge want to sort of clarify why you had a different approach?

MR. JOHNSON:  Based on this sort of two pieces that you've highlighted, I would agree there does appear to be some difference in terms of our approach.  I do sort of just want to take a step back.  I mean, you were -- we're spending quite a bit of time on this issue, which in some ways is a DSM issue.  Obviously it does impact this hearing as it relates to that table 3 that you'd pulled up, and I guess that's one thing I want to clarify with respect to, if you look at that table 3, and it might be -- there might be a little bit within residential, but certainly within commercial and industrial, even if you did remove that net-to-gross factor that we applied, the MACC would still show there is nothing cost-effective in those two areas.  And again, I would have to do the math, but if there was any anything residential there would be a very small number.

MS. DJURDJEVIC:  Okay.  So -- thank you.  I just wanted to confirm the approaches are different, and this is my last question about that topic, but I do have a question about the test that is included in the MACC, and it is just actually to clarify some of the evidence.  Yesterday, in discussion with Mr. Elson, you and Mr. Johnson had called 

-- well, let's turn up the transcript.  At tab 8 of my compendium -- transcript from Day 3.

And -- so bottom of page 138.  It is highlighted there.  So Mr. Johnson there refers to the -- okay.  So he said:
"The MACC did appear to apply the UCT as a secondary screen."

So this back over on to page -- the next page, 139.

So -- and again, I just want to -- it is about the state -- just the statement made that it is a secondary screen.  So I'd like to now look at another document which is at tab 9.  This is the MACC.  And this is footnote number 2.  There it is highlighted.  Okay: 

"While cost and data assumptions from the CPS were used for this analysis, the definition of the cost metric in this study is not the same as the cost metric in the CPS.  The main driver behind the differences in what costs and benefits are included is that the CPS was based on a societal cost perspective, whereas this study's objective is to evaluate costs from a utility perspective."

So the question, I guess I just want to confirm that Enbridge understands that the only cost-effective screen in the MACC is the UCT test, otherwise called the PACT test.

MR. JOHNSON:  So I guess I have a couple of comments on that.  The first is I can't say that with confidence.  I think as we said that we didn't have visibility into exactly the mechanics of the MACC, so I certainly don't disagree with that, but I certainly can't say that with confidence either, and the second thing, of course, is that the MACC is based on the CPS, which uses TRC as part of its methodology for determining potential results.

So again, in terms of exactly how the mechanics, if UCT ends up effectively being as a secondary screen, I'm not sure.

MS. DJURDJEVIC:  Okay.  So, you know, I mean, the note says what it says, and the interpretations of that can be left to argument.

Okay.  So now I just wanted to move on to some of your analysis of the commercial and industrial MACC results, so there was a discussion earlier in the hearing with Union's witnesses about the breakdown between commercial and industrial measures and uses, from the -- based on draft DSM results for 2016 and '17.  So I'd like you just to look at tab 10, which is -- of my compendium, which is an excerpt from the transcript from Day 2.  And in particular, looking at -- well, there is an undertaking given.  Oh, actually, we'll start at 169.  169...  Okay.  So...  Okay.

MR. JOHNSON:  Sorry, which line?

MS. DJURDJEVIC:  Well, the discussion starts at about line 19.

Okay.  So anyway, as I said, the discussion leading up to the undertaking was about the commercial/industrial measures and end uses, and under -- and then over on page 170 we were -- Union gave the undertaking, that's J2.7.  And it is:
"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."

So just to get an understanding of how -- of what Enbridge is doing, like Union, do you also track the types and number of measures and end uses that are installed as part of your custom C&I portfolio?

MR. JOHNSON:  We do, and in terms of -- you know, the one thing I'll preface, Union said it's on a best-efforts basis, and I remember at the time thinking that one of the reasons for that may be that the end uses that we track may not line up with the end uses listed in the MACC, so that might be one of the challenges there.

MS. DJURDJEVIC:  Okay.  Well, would you be willing also on a best-efforts basis to undertake to provide the same breakdown of gas savings by end use for 2018, using the draft 2016 and '17 DSM results for your commercial and industrial DSM programs?

MR. JOHNSON:  Yeah, so I just want to -- we can certainly do that if you'd like on a best-efforts basis, but I do want to call out in advance that I really do see challenges when you are talking about things like our custom programs, where a particular project might have multiple components to it and so it would be very difficult to decide which bucket it went into.

I think there was a question about this at the technical conference as well, asking us to do it on a forecast basis, and that's actually one of the key reasons why we don't forecast by end use measure is because you could have, especially in the C&I space, very large projects.  So I'll give the best example that would probably help clarify this.

If a customer did a very large energy efficiency program on an HVAC system that was powered by a steam plant, and if you look at the end uses within the MACC, there is steam and there’s HVAC.  So which bucket would you put that in?  And depending on which one you did, you could show that, hey, there was way more results in one and way less in the another, but in reality you could take the sum -- it’s correct.  It’s just that these things are difficult to decide which bucket to put it into.

MS. DJURDJEVIC:  Thank you for that.  So we did hear the same concerns from Union and we are still just asking on a best efforts basis.  We’re trying to get an approximation of what's being captured.  Can we -- so we have that undertaking?

MR. JOHNSON:  Yes.  So we can, on a best efforts, do that for 2016.  And 2017 again is -- well, both are pre-audit.  2017, I don't know if we have finalized numbers even pre-audit, so we'll see what we can get for you there.

MS. DJURDJEVIC:  Okay, thank you.

MR. MURRAY:  That will be undertaking J4.2.
UNDERTAKING NO. J4.2:  TO PROVIDE THE BREAKDOWN OF GAS SAVINGS BY END USE FOR 2018, USING THE DRAFT 2016 AND '17 DSM RESULTS FOR COMMERCIAL AND INDUSTRIAL DSM PROGRAMS, COMPARABLE TO UNDERTAKING J2.7

MS. DJURDJEVIC:  So we heard in the evidence, both from Enbridge and from Union, that you've been very effective at undertaking DSM over the last 20 years.  And I believe that this came up in other questions, but I'd just like to confirm.

If Enbridge was given approval for another $5 million, for example, to put towards commercial and industrial-type projects above what you're currently spending, would you be able to find cost-effective uses for that money?

MR. JOHNSON:  Again, if we're talking within a cap-and-trade framework, I think we've said the answer is no.  If we are talking within a DSM framework using TRC as a measurement, I think the answer is yes, but again recognizing there’s restrictions today within the DSM framework, and again I don't want to get into a DSM framework discussion.

MS. DJURDJEVIC:  I know you've said that, you know, within the cap-and-trade framework, you're having difficulties incorporating conservation and DSM type of activities.  But it would seem that -- just for example, looking at the commercial industrial -- that there is success there.  There are reductions and this could be an opportunity to enhance that program and reduce emissions and the amounts that -- your compliance obligation, I guess.

So I’m just having some difficulty understanding why activities and programs that have been successful can't be expanded on within the cap-and-trade framework, if the funds are being made available.

MR. JOHNSON:  So I think you've touched upon a couple of things there.  So the first one, again I'm struggling within our analysis of under the cap-and-trade framework, there isn't anything cost-effective, so I wasn't quite sure I understood that piece.

Then in terms of if we were to expand something, again our view -- so let's ignore if there was nothing cost-effective, our view would be that it makes a lot more sense practically to do that within the DSM framework.

If you had a new opportunity that was identified within cap-and-trade, which cap-and-trade is measured at top-down, at the end of the day you'd say okay, well, we need to come up with a framework.  How are we going to measure this?  How are we going to verify this?  Well, conveniently we have a complete existing, well-documented, well thought out stakeholder process within DSM and that's why our view is that it would make sense to do it there, if there was something that was cost-effective.

Again jumping over to the DSM framework -- and I apologize for doing that repeatedly here, but it seems to keep coming up.  Within the DSM framework, under a TRC model, there is incremental cost-effective DSM.  But again, within the DSM framework, there is limitations around things like budget.

MS. DJURDJEVIC:  Let me modify that question and see if we can understand it better.

If that extra $5 million was available through the DSM program, would you be -- or -- let's stick with that.  Would you be able to find some cost-effective measures or programs?

MR. JOHNSON:  So again, if we are saying within the DSM framework we raise the cap for spend?  Yes, I think within the DSM framework, again within a TRC world, we would see that there are places that we could spend, particularly within the C&I; I would agree with that.

MS. DJURDJEVIC:  Okay.  Switching over to residential for a second, and you've indicated that you have a whole home retrofit program through the green investment fund, and that it’s similar to your residential  DSM program, home energy conservation.

So again, this is a different source of funding and where I'm unclear is how, through the GIF, you've managed to expand your residential offerings and supplement and enhance your residential DSM.

Now, going back to commercial industrial again, so why count cap-and-trade compliance funds be used to offer incremental opportunities in that sector and, you know, who don’t -- in some of those who don't have their own compliance obligations, the same way that GIF helped fund expanding a residential offerings.

MR. JOHNSON:  I'm trying to make sure I understand the question.  I mean, our GIF funding is money that came from the government.  So you're asking why we can't do incremental government-funded conservation within the cap-and-trade framework?

I think we've said a few times that that's something that we've actively pursued where RFPs or opportunities have come up.  So just as the GIF opportunity, that was something that we actively pursued.  If those opportunities presented themselves on the -- on the C&I space, we would as well.

I guess I just want to add as well that the -- there's no -- we don't necessarily have full visibility into how that's being decided on the government's side.

MS. DJURDJEVIC:  Thank you, Mr. Johnson.  I think I was trying to establish -- because I heard you say, you know, that any additional conservation would be done through DSM and only through DSM, and I just want to sort of bring up the GIF as an example of here's another source of funds that you've been able to use fruitfully, and to suggest that maybe the -- through the cap-and-trade compliance plans, this could have been expanded.

But we can sort of leave that to our submissions.  I just --


MR. JOHNSON:  I wouldn't mind commenting.  You are Right; that's a fair point.  What I should have said is that any ratepayer-funded incremental energy efficiency, in our view, should be done after the cap-and-trade framework.

Obviously if it’s -- whether we are running a program or again, a code changes, you know, over time we would expect to see that show up in results.

MS. DJURDJEVIC:  Okay, thank you very much.  That was helpful.

My next questions are about the low carbon initiative fund.  But there were a lot of questions about this, so I may just switch -- actually I'm going to switch that and do that maybe later, after a break, so I'm not duplicating, and I'll move on to some other questions and it's about your -- and this is following up on your discussions with LIEN about Enbridge bidding on GreenON programs.

I believe the evidence was that you've been successful in bidding on some of these programs, is that correct?

MR. JOHNSON:  Yes, we were successful on -- and I might have the number wrong.  I believe it is RFP 129, which was a -- what I sort of high-level described as an audit, or part of a home audit.

MR. TURNEY:  Okay.  I’m just trying to understand how you are resourcing the delivery of these GreenON programs.  
Are you using your current staff to do that?

MR. JOHNSON:  So I don't know the exact details of that.  I can give you the exact example with GIF, where we've hired incremental resource and made sure that they are fully allocated to that.  I think our view would be that anytime that we were doing something like that that we would allocate the costs to whatever that work was, but that's not to say that there wouldn't be times where existing resources may help with that, and then the cost would -- you know, for a short period, and the costs would be allocated.

MS. DJURDJEVIC:  I'm going to ask for an undertaking, because it seems like this panel doesn't have the detail, but I'm going to just first of all explain what our interest is.  It is about the potential for sharing resources, Enbridge resources, to work on Green -- to deliver GreenON programs and conservation measures are being funded by ratepayers.  


And I guess the concern is there about any potential sort of cross-subsidization by ratepayers of, you know, GreenON programs.  So I'm going to ask whether you can give an undertaking to advise whether Enbridge -- and there is going to be a few parts to this undertaking.  So the first part is whether you use current staff to work on delivering GreenON programs and, if so, whether you can provide an allocation of the full-time employees that are spending time on GreenON activities.  And I'll leave it at that.

Now, my next question -- sorry, do I have that undertaking?

MR. JOHNSON:  Can you repeat the second part of the undertaking for me?

MS. DJURDJEVIC:  Would be to advise whether current staff is working on delivering GreenON programs and to provide the allocation of full-time employees spending time on GreenON activities.

MR. O'LEARY:  So perhaps I could just ask for clarity as well.  So does this relate to programs that are in operation, such as the -- are we including the Green Investment Fund program?

MS. DJURDJEVIC:  No, this is about the GreenON programs.  And we, you know -- there's --


MR. O'LEARY:  Including the GIF?

MS. DJURDJEVIC:  Yes.

MR. O'LEARY:  So -- and are we referring to programs that are actually up and operational, or what about ones that are under negotiation?

MS. DJURDJEVIC:  Well, I believe the ones that are operational we would have some allocation and some information available for, but if you have some, you 
know --


MR. O'LEARY:  Well, I'm just trying to understand what your -- the extent of the undertaking here.  I was going to suggest if it is something under negotiation there isn't something that can be given, because it's not operational now, so the undertaking should be limited to only those that are actually up and running.

MS. DJURDJEVIC:  For example, I believe that Enbridge is already administering some of the -- delivering some of the GreenON programs like the smart thermostat; do I have that right?  They're not?  Okay.  Sorry, I don't have that right.

MR. JOHNSON:  No, they're parallel programs.  Enbridge has a program and GreenON has a program.  The one example where we are delivering, as I mentioned, is this -- so you're right, as part of the results of putting in thermostats is GreenON's direct install, which I believe is RP 128, RP 129 takes information and does a high-level audit.  That is one that we are delivering, and again, I can tell you that that -- we fully allocate all costs to that program.

MS. DJURDJEVIC:  Okay, so that would be helpful.  We'll leave it at, you know, the RFP that you've already won and that you are delivering the program and have allocations for.

MR. McGILL:  Excuse me, but I'd just like to back this discussion up a little bit.  I fail to understand what the allocation of costs between what we're doing for GIF and what we do in DSM has got to do with our submission in this proceeding.

MS. DJURDJEVIC:  Well, we'll make that connection, because we have a request here for additional full-time employees, and some of those programs may be -- there may be some overlap there, and we just wanted to make sure that, in fact, any programs that are being delivered are outside of, you know, the resources here are being allocated, and again, the concern is here about, you know, cross-subsidization of, you know, ratepayers and taxpayers.

MR. QUESNELLE:  Ms. Djurdjevic, the evidence given is that it's fully allocated to that -- those programs, so if -- I don't know what further evidence you would receive that would suggest that that's true.

MS. DJURDJEVIC:  Okay.  No, that's --


MR. O'LEARY:  If you have questions that could be asked right now...

MS. DJURDJEVIC:  Well, again, do you think the, you know -- if the answer is that it's been fully allocated and there is no overlap or cross-subsidization, you know, the ratepayers are not covering the cost of delivering GreenON activities, then we don't need to go further than that.  Is that the evidence?

MS. OLIVER-GLASFORD:  I can confirm that that is not in the plans.

MS. DJURDJEVIC:  Okay.  So -- and just to understand the -- I understand that, you know, it's being allocated, but is there -- is it profitable for Enbridge delivering the GreenON programs?

MR. McGILL:  As we've said a number of times yesterday and today, we recover our fully-allocated costs of delivering those programs on behalf of the government.  We recover our costs.  There is no margin to be earned on doing that work for the government.

MS. DJURDJEVIC:  Thank you for clarifying that.

MR. JOHNSON:  Can I just add clarity?  I think Mr. McGill is referring specifically to the Green Investment Fund.

MS. DJURDJEVIC:  Okay, so that is -- that is how you've allocated for GIF, but that's the same for the GreenON programs as well.  I have that -- do I have that right?

MR. JOHNSON:  Different agreements might be different, but again, I think what the key point is in terms of any costs would definitely be allocated to the program.

MS. DJURDJEVIC:  Okay, thank you.

Mr. Chair, I'd like to move to another topic, and I have maybe another half hour.  And again, you know, depending on how much of this I can -- in my cross I can eliminate what's been covered by other people -- I can keep going or...

MR. QUESNELLE:  Well, we have obviously an oversight issue here.  I had a total cost -- time down for you, Ms. Djurdjevic of 30 minutes to start with, so it has grown to more than double that, because you've been up for 45 minutes as it is.

MS. DJURDJEVIC:  Sorry, I apologize.  Because of the very technical nature of some of the information we had to -- I had to confer with Staff and get some instructions and details, so the -- little bit of pauses, but I'm --


MR. QUESNELLE:  We'll take the break to see what you can do to reduce it considerably.  Let's break for 15 minutes.

MS. DJURDJEVIC:  Thank you.
--- Recess taken at 10:51 a.m.
--- On resuming at 11:08 a.m.


MR. QUESNELLE:  Ms. Djurdjevic?

MS. DJURDJEVIC:  Thank you, Mr. Chair.  Fortunately, over the break I was able to consolidate my cross-examination and eliminate those things that have already been covered.  So I expect to be only fifteen minutes maximum in the fairly straightforward technical areas.

First of all, with respect to the 2013 GGEIDA, I believe we’ve agreed to call them, and it roles off the tongue a bit better than the GGEIDA.

So my first questions are about the allocation of the 2016 admin costs, which are $840,000.  I am not going to refer you to exhibits just to make sure we can get through this, but the cap-and-trade framework states that administrative costs relating to implementation of the cap-and-trade program will be allocated and covered from all customers, in the same manner as existing administrative costs.  That's just what it says.

Now, Enbridge proposes to allocate the balance to all customers using customer account the allocator.  So is this approach consistent -- the approach for allocating your cap-and-trade admin costs, is that consistent with the manner in which you allocated admin costs overall?

Just for the record, it is your response to Staff IR 31, tab 13 of our compendium.

MR. LANGSTAFF:  I'm sorry, we don't have a rates person on this panel, and I think it would be best to take that by undertaking.

MS. DJURDJEVIC:  All right.  That would be acceptable.  So again just to clarify, that is to advise whether Enbridge's proposed allocation of the 2006 GGEIDA balance is consistent with its -- the manner in which Enbridge allocates admin costs in general overall.

MR. LANGSTAFF:  Okay.

MS. DJURDJEVIC:  Sorry, and if not, then if it is different than the way your other admin costs are allocated, then explain why you’re using this other allocation factor; and if there are any rate impacts for residential customers, for example.

So there are three parts to that.  I hope that was clear.

MR. O'LEARY:  So I think we understand the undertaking that you are asking to confirm how we propose to allocate the GGEIDA cost.  And if it's not consistent with how the company allocates administrator costs otherwise, to advise why.

MR. O'LEARY:  Yes, and if there are any rate impact differences between the two approaches, to advise what they are.

MR. MURRAY:  That will be undertaking J4.3.
UNDERTAKING NO. J4.3:  TO CONFIRM HOW ENBRIDGE PROPOSES TO ALLOCATE THE GGEIDA COST; IF IT'S NOT CONSISTENT WITH HOW THE COMPANY ALLOCATES ADMINISTRATOR COSTS OTHERWISE, TO ADVISE WHY; AND IF THERE ARE ANY RATE IMPACT DIFFERENCES BETWEEN THE TWO APPROACHES, TO ADVISE WHAT THEY ARE


MS. DJURDJEVIC:  So my next question is about the carbon price that's being used for rate-setting, and again this is just sort of technical because the framework says one thing and Enbridge is deviating from it.

Can you confirm for me that the framework contemplates the use of an annual weighted average cost of compliance for rate-setting purposes?

And if you need a reference, that's tab 15 in our compendium and it's section 6.2 of the framework.

MR. LANGSTAFF:  Yes, it does.

MS. DJURDJEVIC:  And the proposal that Enbridge is making is to use the Canadian ICE price, which, on the face of it, is not consistent with the approach required by the framework.  Is that right?

MR. LANGSTAFF:  I think in Exhibit B, tab 4, schedule 1, we identify that perhaps the ICE price is a better proxy price used for rate-setting purposes.  We note that the WACC would be strictly confidential, or can contain strictly confidential data, and that the ICE price is a publicly available price that would be accessed by any ratepayer, or any ratepayer could have access to that, as well as any intervenor.

MS. DJURDJEVIC:  Thank you, and we understand the position at this time that use of the company's ZWACC at this time is not appropriate.  I think the question is whether, at some point in the future, you might consider it.  And to provide some context for this question and the cross-examination of Union Gas, the same question was put to the panel, and whether they are deviating from the framework for the time being or whether this is going to continue forward.  And their response was that they would consider it or reconsider it in the future, if this had more abatement in their -- in their compliance plans.

Would that be something that Enbridge would consider as acceptable, or at least just to reconsider it in the future?

MS. OLIVER-GLASFORD:  I think while Mr. Langstaff is looking for something he'd like to find, I just want to indicate that yes, we do see that we made a deviation from the framework, and at this time I would propose that it was done with the intentions of transparency for rate-setting purposes.

I think as we move forward, it is yet to be determined whether that approach would continue to be appropriate, or whether the weighted-average cost of compliance or the WACC would be a better mechanism.

My sense is that continuing with a publicly available proxy may be the best as we continue to move forward, but I think that's still to be determined.

MS. DJURDJEVIC:  Thank you for clarifying.  My next question is just one about the monitoring and reporting template, and if we could turn up tab 18 of my compendium and this is from your evidence, Exhibit C.

Oh, my goodness, I don't know if this is legible for anyone.

So what you have here with respect to customer abatement programs is a grand total, and the question is whether, you know, you would consider showing the GHG emissions attributed to RNG, like sort of having a subheading for that in particular.

MS. MURPHY:  I think where you are looking at line 6 or 7, where there is customer facility abatement, we would be able to, when compiling this chart -- I think this is looking at more of a rolled up level, but we would be looking at having RNG or having any other abatement projects and the volumes and costs associated with those.

So that is something we would put on this table.

MR. TURNEY:  Thank you.  So just a couple of questions about your staffing plans.  Just to confirm, it is a total of eight full-time employees that you are proposing for 2018?

MS. OLIVER-GLASFORD:  Yes, that is correct.

MS. DJURDJEVIC:  First of all, is any of the additional staff for work that may be related to RNG?

MS. OLIVER-GLASFORD:  I think to some extent, based on how much we've got in the LCIF.  But it would be a small component of somebody's role.

MS. DJURDJEVIC:  And you also have two new staff 
for -- again, this is on -- it’s from your evidence and it is the -- where you've broken down role and accountability of the full-time employees and the proposed.

It sets out your Exhibit D, tab 1 and -- you don’t need to turn it up.  It is just a category called “abatement initiative, identification development and reporting specialist".

So I just wanted to get a sense of what that role involves, and whether these are staff that will be dedicated to work on the LCIF, or do you contemplate separate, different staff or additional staff for the LCIF?

MS. OLIVER-GLASFORD:  I believe in the evidence, I have the tasks that are identified for those individuals.  And if I recall correctly, we have a number of elements that we have outlined, including a development of a technology scan or GHG abatement scan, development or scoping of initiative ideas, assessment of abatement projects that are currently underway and project management of those initiatives that would be undertaken primarily, or the activities.

MS. DJURDJEVIC:  So if the LCIF or part of it wasn't approved, would the need for those FTEs be reduced or eliminated?

MS. OLIVER-GLASFORD:  Well, I think so.  The piece of evidence Ms. Murphy pulled up for me, Exhibit C, tab 5, schedule 1, page 11, that was where it roughly outlines what those individuals would be responsible for, but I think, you know, when we have read and understood the framework, it's our understanding that there is a desire to have a longer-term focus, so I would propose that we may not need to or we may, it really depends on how things start to evolve with other abatement initiatives.

We also note that there is other climate change-related policies, complementary policies, and so to the extent that those folks could start to look at clean fuel standards and those sorts of things, that would certainly be related to cap-and-trade planning.

MS. DJURDJEVIC:  Just one more question about your staffing.  Now, Enbridge is on a custom IR rate regime, as I understand, and you have full-time employees embedded in base rates, correct?

MS. OLIVER-GLASFORD:  That is correct.

MS. DJURDJEVIC:  And so are any of the staff that are embedded in base rates working on the cap-and-trade program?

MS. OLIVER-GLASFORD:  How I would describe it is our team is fully incremental, so we have created a very distinct team that's working on cap-and-trade.  However, we do leverage existing staff on top of their additional duties, so, for example, accounting, you know, when they're putting things into financial statements, for example, it would be one layered on to their additional duties, so we've got a number of groups that we would touch upon in that kind of a manner, but the bulk of the workload is entirely covered by this incremental team.

MS. DJURDJEVIC:  So those are all my questions.  I am just going to take one minute to confer with Staff and -- not one minute, ten seconds.

All right.  Those are all my questions, thank you very much, and thank you for the indulgence of time.

MR. QUESNELLE:  We have a question from Board Member Frank.
Questions by the Board:


MS. FRANK:  I have one area that I just would like to understand.  When I look at your initiatives that you've got in your LCIF, I'd like to link them to the three types of abatement that you said exist, so if you could just kind of help me say how much of it is conservation and how much of it is -- well, I'll let you -- do you understand the question?  Just help me to line them up.

MS. OLIVER-GLASFORD:  Okay, so smart metering would be reduction of --


MR. O'LEARY:  Sorry to interrupt.  Is there a reference number?

MS. OLIVER-GLASFORD:  Sorry, yes, EGDI.Staff.23, page 4.  We'll do a bit of a tag team between Mr. McGill and I here.

So the smart metering would be reduction of usage.

MR. O'LEARY:  Sorry, we seem to have a technical delay.

MR. McGILL:  So smart metering would end up reducing consumption.  RNG gasification and carbon capture, the next two items on that list, would reduce the carbon intensity of the gas that's consumed by customers.  Again, hydrogen blending, that would again reduce the carbon intensity of the gas that's consumed by our customers.  Net zero micro-generation could have elements of conservation embedded in it.  It is more complicated, because you are really looking at the entire home, in terms of its heating, cooling, and energy system, so there could be conservation and 
perhaps -- elements of conservation, but not entirely attributable to conservation.

The expanded NGV --


MS. FRANK:  Sorry, one second, before -- so what else is it attributed to?

MR. McGILL:  Well, I think micro-generation, there's a good argument that that would reduce carbon emissions overall in terms of the entire Ontario energy system, so if you are -- the notion is if you are replacing electricity generation with a CHP unit that is operating at, say, 75 percent efficiency and you are using that to offset grid-generated electricity, say out of a combined cycle plant that is operating at 40 or 50 percent efficiency, you are getting a carbon benefit there across the entire energy infrastructure in the province.

MS. FRANK:  So are you saying that it is not part of your abatement type activities.  You wouldn't get any credit for it --


MR. McGILL:  Well, that would be abatement versus -- to the extent that that equipment might be more efficient than traditional equipment, you would get a conservation benefit, but then you would also get a potential abatement benefit on the electricity generating side.

MS. FRANK:  So Enbridge would get an abatement credit for --


MR. McGILL:  Well, I think overall customers would get the benefit --


MS. FRANK:  I'm just trying to understand your abatement activity, so I get the conservation piece, but you told me there was more.

MR. McGILL:  Yes.

MS. FRANK:  So I'm just trying to find out, do you have more abatements that you are getting credit for?

MS. OLIVER-GLASFORD:  I think perhaps it's because the power generators are not captured in our DSM program, so that -- I think that is where Mr. McGill is drawing a distinction that there would be reduction there, it's just not captured in our existing DSM program.

MS. FRANK:  I understand, for your benefit, just not abatement benefit beyond --


MR. McGILL:  Well, it is abatement, but it is --


MS. FRANK:  Not your abatement.

MR. McGILL:  -- abating emissions on the electricity generation side of the energy mix in the province.  That's what I'm trying to say.

MS. FRANK:  I get it.

MS. OLIVER-GLASFORD:  It is abating ours because we are the point of the regulation for power generators, so we have the obligation to buy the allowances on behalf of the power generators as well.

MS. FRANK:  So what counts?  I'm looking for things to count --


MS. OLIVER-GLASFORD:  Yes, they count.  Yes.

MS. FRANK:  It would count.  Okay.

MR. McGILL:  And then the next thing on the list is expanding the NGV program, and we've spoken about that, and again, that will reduce carbon emissions overall in the province, plus it will give rise to the potential to generate offset values that could be applied against our carbon allowance requirements.

And then natural gas and air-source heat pumps, in terms of an air-source heat pump, I think what we're looking there is using that to offset natural gas heating loads, so it's debatable whether it's conservation, because you are trading off electricity for natural gas, but what you are doing is you're reducing emissions, so that would be an abatement exercise.

And then to the extent that natural gas heat pumps are available, that's just a different option, and depending on the relative costs that are driven out of the analysis we might find that they are more beneficial than an electricity-fuelled heat pump.

MS. FRANK:  Okay.  Can you remind me, when you originally talked about there being three types of abatement, so conservation, carbon intensity --


MS. OLIVER-GLASFORD:  I talked about carbon capture, but I guess you could conclude that with carbonization --


MR. McGILL:  I think I put that in with abatement.

MS. FRANK:  Okay.

MS. OLIVER-GLASFORD:  Yeah.  It is something a little bit different, but --


MS. FRANK:  Okay.  That's actually helped to clarify your other comment for me.

And then my last thing about these initiative pieces is, are they all going into a deferral account, or what's the intention for this?

MS. OLIVER-GLASFORD:  The intention is that these projects consist the low carbon initiative fund and it would go into the administration deferral account.

MS. FRANK:  Thank you.

MR. QUESNELLE:  Thank you, Mr. O'Leary.  Any re-direct?

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

MR. QUESNELLE:  Okay, thank you.  Thank you very much to this panel for your forthright evidence.

Why don't we take -- we'll just step out and we'll allow for the switching of the panels, and we'll invite your panel up, Mr. Poch.

MR. POCH:  Thank you.

MR. QUESNELLE:  Thank you.
--- Recess taken at 11:29 a.m.

--- On resuming at 11:38 a.m.

MR. QUESNELLE:  Just a couple of housekeeping before we get started here.

Just having heard all the evidence from Union and Enbridge, we've determined that we don't need to hear from a joint panel this afternoon, so people can conduct themselves accordingly, and just that other item, I have a hard stop at 12:25, so we will go until then, Mr. Poch, if we can, wherever we are in the order there, we will take care of that.

What else did I have?  Oh, I'd just ask on the confidentiality, I meant to talk to Board Staff.  I'll just do it from here.  We need to get something out to prepare to ask the parties if they have any submissions on what Union has filed in their request for confidentiality, so we will put our heads to that and we'll get that out.  If people are listening they will start working on that.

MS. SEERS:  And Mr. Chair, if I may --


MR. QUESNELLE:  Yes.

MS. SEERS:  -- while we were in the morning session, a submission came in from Mr. Elson on that topic, which I have forwarded on to Mr. -- that concerns the ICF --


MR. QUESNELLE:  Okay.

MS. SEERS:  -- presentation, I've forwarded on to Mr. Green, and he's seeking instructions, but he has confirmed that he remains available to appear on Tuesday, and he would request the opportunity to --


MR. QUESNELLE:  Okay.  So we will ascertain whether or not there are others who are going to make submissions, and we'll observe what Mr. Elson has submitted and we'll go from there.  Okay.  Thank you.

Okay.  With that, Mr. Poch.

MR. POCH:  Yes.  Thank you, Mr. Chairman.  Mr. Chairman, I'd ask that Mr. Chris Neme be sworn.

MR. QUESNELLE:  Okay, Mr. Neme.
GREEN ENERGY COALITION/ENVIRONMENTAL DEFENCE - PANEL 1

Christopher Neme; Affirmed.
Examination-In-Chief by Mr. Poch:

MR. POCH:  Mr. Neme, you were responsible for Exhibit L and the interrogatory responses of GEC-ED?

MR. NEME:  I am.

MR. POCH:  And you adopt that as your evidence?

MR. NEME:  I do.  But there is a -- I think as noted in one of my interrogatory response there are some -- a couple corrections to the evidence.

MR. POCH:  And I noticed on pages -- that would be on page -- Mr. Chairman, on page 8, and then again on page 30 -- sorry, excuse me -- 34 there is a reference to the figure of 9 million, and as noted in the response to EGDI 4, that was a math error and the proper number is 18 million.

MR. NEME:  That's correct.

MR. POCH:  Thank you, Mr. Neme.

Mr. Chairman -- Mr. Neme, your -- the synopsis of your qualifications is included at pages 1 to 4 and a short version of your CV is attached as Schedule A, correct?

MR. NEME:  Correct.

MR. POCH:  Mr. Chairman, Mr. Neme has appeared as an expert witness before this Board on numerous occasions and in other jurisdictions as well.  I've spoken to my friends.  I'm asking that Mr. Neme be qualified as an expert in program design, delivery, evaluation, and regulatory aspects of energy efficiency.  I understand my friends have no objection.  Unless you would find it helpful I won't go through his CV.

MR. QUESNELLE:  I take it you've canvassed the parties, there's no objections?  Okay.  Thank you.

MR. POCH:  Thank you, sir.

MR. QUESNELLE:  Okay.  We will.  Thank you.

MR. POCH:  Mr. Neme, let me just ask a few questions to get the record a little crisper in light of what we -- things that have come up in the hearing.  First of all, what is your view regarding whether there is additional cost-effective energy efficiency potential beyond what the utilities are currently planning to achieve through their approved DSM plans?

MR. NEME:  I believe it's pretty clear that there is substantial additional cost-effective efficiency potential that the utilities could acquire beyond what they are planning to acquire through their efficiency plans, and I should note in light of the conversation earlier this morning that I believe that's true regardless of whether you're talking about the DSM framework, quote-unquote, or the cap-and-trade framework.

The principal difference between the two, as I see it, with the question of what is cost-effective is that the DSM framework uses the TRC Plus test and the cap-and-trade framework essentially has been relying on the utility cost test.

Generally speaking, the utility cost test is a more lenient screen.  There are -- with some unusual exceptions I would expect virtually every program that passes the TRC Plus to pass the utility cost test, but there will be more measures and programs that would be cost-effective under the utility cost test than under the TRC Plus test that's used in the DSM framework.

I think maybe a little bit of the confusion on this topic that may have arisen from the conversation this morning with Mr. Johnson, where he said that he thought there was additional cost-effective potential under the DSM framework but not under the cap-and-trade framework is that he was relying for the second part of that statement on the results of the MACC, which is a -- was a study that looked at efficiency potential under the utility cost test.

However, as noted in my evidence, the MACC does not come close to capturing the full range of efficiency savings potential that would be cost-effective under the utility cost test, which is why it showed less savings potential than the conservation potential study did.

MR. POCH:  All right.  Can you give us -- can you flesh that out with a sense of the range, the numbers, the percentages that you would expect?

MR. NEME:  Yes, generally speaking, I would expect it to be possible for Enbridge, for example, to get -- to increase their current annual savings by at least 50 percent and as much as 100 percent.  I think the savings potential for Union is -- the additional savings potential for Union is less than that but still substantial.

And I base those conclusions on several different factors, or several different resources or pieces of information or data or evidence.  The first is the conservation potential study itself, which more comprehensively than the MACC examined the cost-effectiveness of additional savings potential and compared -- comparing Enbridge's current planned savings to the constrained case, the most constrained case in the conservation potential study, one can see that that constrained case under the CPS suggested that Enbridge could get about 50 percent more savings, and if you went all the way to the unconstrained it would be about 130 percent more.

In Union's case the constrained scenario for the conservation potential study suggested about 25 more -- percent more savings than Union's planning to get and 75 to 80 percent more under the unconstrained case, so that's one piece of evidence, the conservation potential study.  Secondly, if one looks at the experience of leading jurisdictions that are endeavouring to get closer to all the cost-effective efficiency, it is clear that they're getting savings well beyond what Enbridge and Union, particularly Enbridge, is getting, in Enbridge's case on the order of twice the amount of incremental annual savings the company is getting.

Then thirdly, when one looks at some of the individual programs and measures that the companies are planning to administer and in most cases are currently delivering, one can see that in a number of cases for, you know, at least for selected measures, their expected market penetration rates are quite low, in part, because their program designs, the incentive levels, for example, that they're offering, it was noted yesterday, I think Mr. Johnson concurred that for most -- for example, most prescriptive commercial and industrial measures, the rebates they're offering are in the 5, 10, 15 percent of incremental cost range, and for most of those they are getting relatively modest levels of participation.  It's not, those things go together.

So for all of those reasons I believe that there is significant additional cost-effective potential again, under both tests used in both frameworks.

MR. POCH:  All right, now, Enbridge suggested in evidence that the CPS study assessed gross savings.  We heard a lot of discussion about that this morning, and that is that it excluded savings from DSM program -- DSM program of free riders would achieve; do you agree?

MR. NEME:  No, I think Mr. Johnson is mistaken.  A couple of things to say about this:  First, if one goes back to footnote 34 in the conservation potential study, it's clear in that footnote that what it is saying is that when the study looked at which measures are TRC -- cost-effective under the TRC Plus test, they did not adjust for free riders or spillover or persistence.  That is entirely appropriate at that level of a study.

Let me take a step back.  When one is doing an efficiency potential study, the first thing one needs to do is identify all of the efficiency measures that it may make sense because they are cost-effective to pursue.  So, maybe, hypothetically, you'd start with 200 measures, maybe 100 of them pass the TRC Plus so they're now in.  This is before we've got to the stage of estimating how much savings they produce, and it is only at that stage of estimating how much savings they would produce that one would consider applying some sort of adjustment for net-to-gross.

So that footnote was simply talking about that first step in the process.  We're looking at which measures are cost-effective.  Once that -- and that should be considered for how much savings potential they could provide.

Now, once you pass that step, the next step is to estimate gross savings.  And you would estimate gross savings by taking those hypothetical 100 measures that passed the TRC Plus, looking at the savings per unit that each of those 100 measures would supply, and then multiplying each of those numbers, those unit savings numbers, by the number of participants or actors in the market, customers, that one anticipates could be persuaded to install those measures.

So if you take those two numbers, the savings per measure multiplied by the number of potential participants per measure, you get a gross savings value.

Now, if you want a net savings value, you now need to subtract from that number the number of customers who would have made that investment anyway, absent an efficiency program.  And it is quite clear, both from the text in the conservation potential study that Staff pointed to this morning, as well as other texts in that study, that that is exactly what ICF did.

In fact, just to satisfy myself since I was on the advisory panel for the study, when this came up yesterday, I went back myself into a number of the files that were supplied to us by ICF for review and feedback and comment during the course of the conduct of the conservation potential study, and found files for each sector -- residential, commercial and industrial -- that showed, for example, starting current year, like 2014, market penetration rates, and ending year -- in that case, the end year was 2030 for the study natural market penetration rates -- and then adjustments in between.

Those are the values that got subtracted out.  Those are the values that are associated with what might be free riders.

So, for example, to use Mr. Johnson's example of a 95 percent efficient furnace, for that particular measure, the -- those Excel files showed that they assumed that 10 percent of all customers who would be eligible to acquire savings from that measure would do it anyway, would do it without the program; those got subtracted out.

To give another example, high efficiency boilers in large office buildings, because the study really broke down measures, especially on the commercial side, for a wide range of building types, the assumption was that depending on the region of the province, something between 43 and 53 percent of the customers, those large office building customers, in the starting year, whatever that was, 2014 or 2015, would be installing those high efficiency boilers on their own, and that that number would grow to as high as 65 percent by 2030.  Those savings got subtracted out.

Variable frequency drives or commercial ventilation fans, excluding apartments, the starting market penetration rate assumption was between 5 and 50 percent, and it grew to 10 to 75 percent by 2030 in the conservation potential study.  Those numbers got subtracted out.

That's the netting out of what would otherwise be called free riders.

Now, I will note that those spreadsheets that I pulled those numbers from that I'm citing, I'm not positive if those were draft assumptions or the absolute final assumptions that were used.  But it's clear that that was the methodology being used.  And if it's helpful to the Board or anyone else, I'd be happy to supply those spreadsheets, although I believe Staff would have them themselves.

MR. POCH:  All right.  And just to be clear, then, those numbers you've just referred to would be higher in that example of the furnace, that 95 percent is higher than what the regulations call for?

MR. NEME:  Yes.  The savings, if you were to go to back to the step of estimating gross savings, where we're taking the per unit savings and multiplying it by the number of potential participants, the per-unit savings would be based on the delta between the baseline new code of 90 percent and the high efficiency level of 95 percent; Mr. Johnson was correct about that.

That number would then get multiplied by the total number of customers that could be influenced to participate in a program, and then that number would be reduced by the 10 percent that was assumed to adopt the measure on their own, absent a program.

MR. POCH:  All right.  Now, utilities have repeatedly suggested that they focussed on the MACC, which suggests that there is less savings potential than they are planning to get through their DSM programs.

Even without this problem, this layering on of additional free ridership that they've made and about which there's been this debate, and they also say it would be appropriate to deviate from the MACC savings potential estimates only if there are strong and compelling reasons to do so.

Do you believe there are strong and compelling reasons to deviate from the MACC?

MR. NEME:  I do.  I'll start by saying that, even though I was on the advisory panel for the development of the MACC, we had far fewer meetings than we did for the conservation potential study.  I think we only had two.

And I even went back and looked at the draft report that we -- yesterday that we were asked it review, and there are elements of the draft report that got clarified in the final that shed some light on how the MACC was undertaken, but that weren't apparent to us as the reviewers at the time.

So I understand why there is some confusion about what the MACC covers and does not cover.

However, as I've investigated it during the course of this proceeding, including through some communications with ICF, the firm that conducted the study, it became clear that the MACC included only the level of market participation that ICF -- that the conservation potential study assumed would be possible under what was called business-as-usual financial incentive levels.  It didn't include the additional savings potential that would be possible with more aggressive efforts to implement programs and capture additional savings.

Now, while I appreciate that the Board's guidance in its -- for this cap-and-trade framework work was to strongly consider what was in the MACC, in the context of plans in which the utilities are going to be spending hundreds of millions of dollars per year to comply with carbon cap-and-trade requirements, it seemed -- it would seem imprudent to me to, A, not only fully understand the principal instrument on which one is relying for one's conclusions about whether additional conservation potential existed, but also to at least consider other sources of data to triangulate and be careful that one is reaching a reasonable conclusion.

And again, I would suggest that looking at the conservation potential study would suggest that there’s way more savings that other leading jurisdictions are accomplishing and, perhaps more importantly, what one's own programs are accomplishing, what kind of market penetration rates they’re getting, which programs might offer opportunities for ramp-up, would all be appropriate.

The utilities didn't do that.  They only looked at the CPS in kind of a distorted way that excluded some of the benefits.  To my knowledge, they didn't try to benchmark their efforts against other utilities, and I believe they've acknowledged that they haven't attempted at the measure or program level to examine their own programs and where the additional savings -- where there might be some additional savings potential.

MR. POCH:  Thank you, Mr. Neme.  Mr. Chairman, Mr. Neme is available for cross-examination.

MR. QUESNELLE:  Thank you very much, Mr. Poch.  Ms. Van Soelen?

MS. VAN SOELEN:  After hearing the evidence now from Union and from Enbridge and now from Mr. Neme, I'm content that I don't need to proceed with cross-examination today.

MR. QUESNELLE:  Thank you very much.  Ms. Seers?
Cross-Examination by Ms. Seers:


MS. SEERS:  Thank you, Mr. Chair.  Good morning, Mr. Neme.

If you could pull up your report at page 24, and if I could ask Ms. Adams to pull that up, please?

You have a heading here at the top of the page that's entitled "Additional efficiency is a cost-effective abatement option."  Do you see that?

MR. NEME:  I do.

MS. SEERS:  And then there is a question posed to you:

"Have you performed your own assessment of additional cost-effective efficiency potential that the utilities could acquire?"

Do you see that?

MR. NEME:  I do.

MS. SEERS:  And so this is the section of your report, I take it, where you complete your own cost-effectiveness analysis; is that right?  Subject, of course, to the caveats that you have laid out in the first paragraph.

MR. NEME:  The way I would characterize it is that this is the section of my report where I assess whether -- and to the extent to which there may be additional cost-effective savings potential.

MS. SEERS:  Your own analysis, though, is set out here.

MR. NEME:  I believe so.  I'm not sure if there are some in other parts, but it is certainly here.

MS. SEERS:  And you state in the second sentence of that paragraph:
"I have reviewed several appropriate reference point to inform a reasonable conclusion regarding the potential for both utilities to acquire additional cost-effective efficiency."

Right?

MR. NEME:  Yes.

MS. SEERS:  And you describe those immediately below.  The question posed to you is: 

"Can you describe what those reference points are?"

And you say:

"I have looked at three things."

Right?

MR. NEME:  Correct.

MS. SEERS:  And those three things are the conservation potential study, is the first thing, right?

MR. NEME:  Yes.

MS. SEERS:  Planned savings levels relative to those of leading gas utilities, second thing?

MR. NEME:  Yes.

MS. SEERS:  And your own previous analyses of the planned market penetration rates for selected efficiency measures promoted by the two companies.

MR. NEME:  Yes.

MS. SEERS:  So those are the three reference points that you analyzed in answering the question that was posed to you in this section; right?

MR. NEME:  Yes.

MS. SEERS:  And so in other words, obvious, but you did not include in this section of your report your own analysis, using the marginal abatement cost curve; right?

MR. NEME:  I'm not sure what you are asking.  I did definitely do an analysis to better understand what the MACC encompassed.  I did look at the numbers in the MACC.  In fact, I believe in parts of my testimony I offered corrections to the utilities' comparisons of their own savings levels to the MACC, so I did analyze the MACC, if that's your question.

MS. SEERS:  In this section of your report where you complete your own analysis and draw conclusions about cost-effectiveness, as we just looked at, you looked at those three reference points, and the MACC is not one of them; correct?

MR. NEME:  That's correct.

MS. SEERS:  Can you turn up page 29, please, sir.  About halfway down the page, starting line 8, you state: "However, when it came to analyzing the cost-effectiveness of efficiency measures the utilities essentially created a different test. As discussed above, they simply compared the additional efficiency program cost to the value of carbon emission allowances, ignoring the benefit of avoided gas costs that customers would receive.  Again, this is highly problematic."

Do you see that?

MR. NEME:  I do.

MS. SEERS:  Could you turn up the MACC report, please, sir.  It is KT1.2, for the record, at page 7.

Do you have it?

MR. NEME:  Yes.

MS. SEERS:  I'll wait for Ms. Adams to find it for the screens.

So under the heading -- just a little bit higher, Ms. Adams, thank you, yes.  Cost metric.  So under this heading of the MACC report ICF states:
"The cost metric used in this study was developed to quantify the cost-effectiveness of natural gas customer conservation abatement options under different carbon pricing assumptions from a utility perspective.  The cost metric includes benefits, (avoided cost)."

And under the first bullet it says: 

"Natural gas avoided costs, comprising commodity costs, upstream capacity costs, and downstream distribution system costs."

And the second bullet:

"Avoided cost of carbon, based on the three long-term carbon price forecast scenarios."

Do you see that?

MR. NEME:  I do.

MS. SEERS:  So the MACC includes the avoided cost of gas, correct?

MR. NEME:  That's correct, but the text that you are referencing starting on line 8 of page 29 of my testimony was referring to the other part of the analysis that the utilities did of the cost-effectiveness of efficiency, using the conservation potential study.  And that portion of the utilities analysis looked only at the cost of delivering the programs and the value of the carbon emission reductions and excluded the natural gas avoided costs, so perhaps line 8 could be more accurately reframed to say:  "However...", for something like:  "However, for at least part of their analysis of the cost-effective efficiency measures the utilities created a different test."

MS. SEERS:  I'm going to suggest to you a different phrasing: "However, when it came to analyzing the cost- effectiveness of efficiency measures using the conservation potential study, the utilities essentially created a different test, but when it came to analyzing the cost-effectiveness of efficiency measures using the marginal abatement cost curve, they did it."

Is that fair?

MR. NEME:  I think the first part of that is fair.  I think the second part of it I wouldn't entirely agree with.  I think it is true that the utilities looked -- it is clear the utilities looked at the MACC.  It is clear that the MACC used the utility cost test.  However, the MACC wasn't the utilities -- the MACC wasn't the product of a utility analysis, it was the product of an ICF analysis.  And the utilities didn't do their own independent assessment using the utility cost test of energy savings potential.

MS. SEERS:  Understood, sir.  I'm really only asking you about the point about avoided gas costs, and I don't think we are disagreeing that the MACC analysis anyway does include the avoided gas cost component, right?

MR. NEME:  Absolutely.

MS. SEERS:  Thank you, sir.  Those are my questions, Mr. Chair.

MR. QUESNELLE:  Thank you, Ms. Seers.

Mr. O'Leary.

MR. O'LEARY:  Thank you, Mr. Chair.
Cross-Examination by Mr. O'Leary:

MR. O'LEARY:  Good morning, Chris.

MR. NEME:  Good morning.

MR. O'LEARY:  Let me start by going to the framework itself.  If you could pull it up, Bonnie, page 20 of the framework.  Go to the last paragraph.  Oh, it may not let me -- let me ask, Mr. Neme, are you familiar with the cap-and-trade framework?

MR. NEME:  I am.

MR. O'LEARY:  And it is dated September 2016, and it would have been shortly after that time you would have become familiar with it?

MR. NEME:  I don't recall when I first reviewed it.

MR. O'LEARY:  But it would have been sometime not long after that, presumably?

MR. NEME:  You know what?  At the time that it came out I probably did a cursory look.  I didn't look at it closely until this proceeding.

MR. O'LEARY:  All right.  And what I will do is, if you can just listen, I'll read you the segment from the MACC at page 20, which is under the sub-hearing "marginal abatement cost curve", and what the Board states in the bottom of that page is that:

"The OEB understands that a utility may choose to develop its own company-specific MACC to inform the development of its compliance plan.  However, the OEB will rely on the OEB MACC as its principal tool for assessing utilities' selection of compliance options and resulting cost consequences."

Does that sound familiar?  Do you recall that portion of the framework?

MR. NEME:  I do.

MR. O'LEARY:  All right.  And it's fairly self-evident what that means?

MR. NEME:  I suppose.

MR. O'LEARY:  Okay, and then could I ask you to turn now -- and Bonnie will pull it up -- a letter dated July 20th, 2017.  This is from the Board to various stakeholders.  And if you go to the last paragraph on that page it states:

"The OEB retained ICF consulting Canada Inc. to develop the MACC.  The OEB also established a technical advisory group, TAG, to provide input and advice on project data, methodologies, assumptions and results.  The MACC methodology results and report were developed by ICF and reviewed by the TAG."

So I'll just stop there and ask you a question.  I think you indicated that you were a member of that advisory group?

MR. NEME:  I was.

MR. O'LEARY:  All right.  And were you retained by Board Staff and in effect by the Board?

MR. NEME:  Yes.

MR. O'LEARY:  Was that a paid position?

MR. NEME:  Yes, I billed a pretty modest number of hours, the Board -- for which I was compensated.

MR. O'LEARY:  Fair enough.  And you were participating as an independent consultant, or were you appearing and attending and offering advice on behalf of a stakeholder?

MR. NEME:  My understanding is I was appearing as an independent consultant expected to express my objective opinion, and not representing the interests of any particular party.

MR. O'LEARY:  And during your participation, you were aware and recalled that the framework indicated the Board would be relying upon this MACC, that you participated in developing, as its principal tool for assessing compliance plans in the future?

MR. NEME:  Yes, that's correct.

MR. O'LEARY:  And you offered your advice and recommendations as to the development of that tool?

MR. NEME:  To the extent I could.  However, this particular point that's coming out in this proceeding, that the MACC included only the business as usual savings potential from the conservation potential study, was not apparent to us as reviewers at the time that we were doing the review.

In fact, yesterday, just to remind myself, I went back and looked at the draft report that we were asked to review, which I believe was sent to us on June 22nd of 2017, and if we can pull up the MACC report on page 7, you can see at the top, it -- actually it starts on the bottom of page 6, it lists a series of data and assumptions used in the MACC that were taken from the conservation potential study.  And the on one top of the page 7 says, “adoption case for BAU case incentive levels."

In the draft report, it simply said "adoption rates."  The "for BAU case incentive levels" was not there.  So we had, as reviewers, no insight into the fact, until the final report came out, that the MACC took this approach and did not consider the additional savings opportunities from more aggressive promotion of efficiency measures.

Had I known that at the time, I would have certainly raised it as a concern.

MR. O'LEARY:  Okay, thank you.  We're actually going to come back to that very point in a second.

But if we could go back, Bonnie, to the letter of July 20, 2017, the very first paragraph, at the end it states -- and this is a Board letter:

“The MACC provides a basis for the comparison of the relative cost-effectiveness of a range of GHG abatement activities.  The OEB adopts the MACC for its stated purpose."

So you are aware that the Board has specifically indicated that it was going to adopt it for the cap-and-trade framework, correct?

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

MR. O'LEARY:  All right.  Just so we're clear then on the actual use of the MACC by the utilities, if I could go to your report at Exhibit L, and if we could go to page 14 of that report -- and this is the part of the report that deals with your concerns about what Enbridge did -- under question or line 10, which asks to you elaborate on your concerns, you identify two of the concerns that you have about what Enbridge did, and one of them is the fact that it has netted out free riders.

You then on the next page, beginning at the very bottom of that page, you say:
"As the following table shows, after correcting for these errors ..."

And one of those errors is adding back in the free ridership, correct?

MR. NEME:  I wouldn't characterize it that way.  I would characterize it is not double counting the effects of free ridership.

MR. O'LEARY:  But you then have adjusted that?

MR. NEME:  Corrected for that, yes.

MR. O'LEARY:  I understand your view on that matter, but you state that:
"After correcting for these errors, Enbridge's planned savings are 23 percent higher than the MACC potential estimates."

Then if we look at the table below, just so we're clear on what is stated here, the first column is the MACC province-wide net savings.  So those are the savings that are generated by the MACC across the province, correct?

MR. NEME:  Correct.

MR. O'LEARY:  The next column is the potential in Enbridge's territory.  You have no problem with the fact that because it's province-wide, you've got to separate out the potential to gauge the two utilities?

MR. NEME:  Of course.

MR. O'LEARY:  Thank you.  The next is the net potential in EGD territory, and this is simply the mathematical derivation of what potential exists in Enbridge's franchise territory, correct?

MR. NEME:  Correct.

MR. O'LEARY:  Using the MACC figures.

MR. NEME:  Yes, assuming that those percentages are reasonable proxies, yes.

MR. O'LEARY:  Fair enough.  And the total we have is 160 million cubic metres, correct?

MR. NEME:  Yes.

MR. O'LEARY:  Then we’ve got, in the next column, Enbridge's DSM plan savings adjusted, and those are your adjustments back in to what Enbridge did it in its evidence, correct?

MR. NEME:  Yes, this is a different adjustment than the free-rider adjustment.  This is an adjustment to account for the fact that some portion of the savings numbers that Enbridge compared to -- that are in Enbridge's plan and that Enbridge compared to the MACC would be from capped customers, and because the MACC was focused only on savings potential for uncapped customers, there was an adjustment there.

I didn't have complete information regarding what percentage of the savings the company was planning to get that would come from capped customers, but I -- so I made my best guess as to -- given how much of the sales were to capped customers, as to how to make that adjustment.

MR. O'LEARY:  The way I read your evidence, and perhaps you want to revise it, it says are correcting for these errors.  So there’s plural, so it certainly appears that what you've done is made an adjustment to reflect what you believe is the appropriate use of netting out the free ridership.

MR. NEME:  There’s two adjustments that are reflected in this table.  One is the inappropriate adjustment for free ridership.  The second -- which is, as you’ve noted, in the second to last column -- that 197 million cubic metres is less than 226, because the 226 includes savings from capped customers, whereas the MACC excluded savings from capped customers.

MR. O'LEARY:  I understand that.  But at the end, your determination is that the difference between Enbridge's savings under its DSM framework with your adjustments and the MACC, using -- comparing it only to the potential Enbridge's territory, the difference is 23 percent.

In other words, Enbridge is already capturing all of the economically efficient DSM -- or economically efficient potential that already exists through its DSM programming, cost-effectiveness is what I mean --


MR. NEME:  No, I disagree with that statement.  Enbridge is -- what this table suggests is that Enbridge is planning to capture slightly more savings than the MACC --than were included in the MACC.  That is not the same thing as Enbridge capturing more savings than is cost-effective to capture, because, as I noted earlier, the MACC excluded significant savings potential that would be cost-effective.

MR. O'LEARY:  Thank you.  That's exactly what I was trying to say.

So if I could then take you to one of your IR responses, which is your Interrogatory No.2, which was a request that we provide -- that you provide us with written communications between yourself and, amongst others, Board Staff.

If we scroll along to an email dated March 14th, 2018.  It -- yes, that's it.

So this was a request by Enbridge for you to provide copies of emails to and from Board Staff, and this is an email from Ms. Valerie Bennett dated March 14th, 2018.

So this is after your engagement on behalf of the Board of course has ended.

MR. NEME:  Yes.

MR. O'LEARY:  Correct, and you are asking Ms. Bennett some questions about how the MACC works, and this is a response back and I will read the response.  It says:
"Hi Chris:  As discussed, please find attached the supply curves for residential, commercial, industrial.  As I mentioned, these were draft working documents that do not demonstrate that even constrained potential considered a large portion of measures with aggressive incentive levels.  The MACC used only BAU," which we've talked about, business as usual, “incentive levels so that cost-effectiveness values for each measure reflected ‘realistic’ incentive levels.  But adding those up means that the MACC shows lower potential than the APS."

So as I read that, what Ms. Bennett is telling you is the very thing you've admitted.  You just aren't happy with the MACC; is that fair to say?

MR. NEME:  It's not a question of happiness.  I am simply making the point that the cost-effective savings potential that was included in the MACC is a subset of the total cost-effective savings potential that was analyzed in the conservation potential study, and a subset of the total conservation potential that is available to the utilities to acquire, should they choose to do so.

MR. O'LEARY:  So where you're told that the MACC includes measures which reflect realistic incentive levels, you disagree with that?

MR. NEME:  I don't know what realistic incentive levels means.  I've seen utilities across North America use all kinds of incentive levels; they were all equally realistic.

What the issue is for any jurisdiction, the degree to which there's an imperative to acquire cost-effective efficiency in lieu of alternative resources on the supply side.

MR. O'LEARY:  Thank you, Mr. Neme.  Those are my questions.

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

Mr. Murray.
Cross-Examination by Mr. Murray:

MR. MURRAY:  Good afternoon, Mr. Neme.  My name is Lauren Murray.  I am counsel to OEB Staff.  I just have a few questions.

My first question is:  I think it would be helpful to take a step back.  Over the last number of days we've heard a lot about the MACC and about the potential studies.  I was wondering if you could provide a broad overview comparing and contrasting the MACC and the potential study and their intended purposes.

MR. NEME:  Okay.  I will try to do that.  The conservation potential study examines how much efficiency potential could be acquired by the utilities in the province, cost-effectively, where cost-effectiveness is defined as under the TRC Plus test.

The MACC presents how much savings potential could be acquired cost-effectively under a different test, under the utility cost test, if one limited one's analysis solely to the kind of incentive levels and levels of promotion that the utilities are currently -- have embedded as part of their DSM plans.  Does that answer your question?

MR. MURRAY:  Yes, thank you.

Now, I just want to make sure I understand this correctly.  So there is the DSM framework and there is the cap-and-trade framework.  And they use different cost tests.

As I understand it, the DSM framework uses the TRC test and the cap-and-trade framework uses the PAC or UCT test as part of its MACC; is that correct?

MR. NEME:  Yes.

MR. MURRAY:  And in your opinion was the appropriate cost-effectiveness test used in each of those studies?

MR. NEME:  Well, let me take a step back.  It is a challenging question to answer in the abstract.  I will -- so I'll start by saying this:  When one is making investment decisions in the utility system, for whatever purpose, whether it's for cost, reliability, safety, environmental concerns, addressing environmental concerns, ideally one should use one single test that captures all of those values so that all resources can be compared on an apples-to-apples or oranges-to-oranges basis.  That is ideally.

If you don't have that as part of the way you are making investment decisions, if you use one test for one set of choices and a different test for a different set of choices, you will end up almost by definition with uneconomic or suboptimal economic choices, suboptimal investment choices.

That said, I guess a second way to answer your question is it depends on what you thought the CPS and the MACC were designed to do.  It's clear in the latter case, the MACC, that the purpose was to inform, at least in part, decisions about compliance with cap-and-trade obligations, and because the Board had made clear that it wasn't prepared to go to the TRC or the societal cost test for the purposes of cap-and-trade investment decisions, it used the utility cost test, and I guess I would argue that if you're not going to use the TRC or the SIT, then the utilities cost test is in fact the next best choice to use for that purpose, and actually -- and it may be not a bad choice to use for DSM investments too.  There are jurisdictions across North America that use the utility cost test to make DSM investment decisions too.

The choice of which test you use should be a function of your policy objectives, and those policy objectives should drive what categories of impacts are included in the test.

So maybe I'll stop there and see if I've answered your question.

MR. MURRAY:  Yes, I'd like to move on.  If I could ask you to pull up page 14 of Mr. Neme's report.  And I believe we've already been to this page.  Mr. O'Leary took us here.

And I don't have much to say about here.  I want to focus once again on the first error or omission that is raised by you, Mr. Neme, and this being the net-to-gross issue.

MR. NEME:  Yes.

MR. MURRAY:  And I want to focus a little bit more on one sector that has come up previously, and that being the industrial sector.

My understanding is that Union Gas has applied an adjustment factor of 54 percent and Enbridge has applied an adjustment factor of 50 percent.  And in the case of Union there seemed to be a linkage between the 54 percent and the CCAP.

In your view, would a reduction of 54 percent for CCAP be an appropriate magnitude of an adjustment?

MR. NEME:  No.  I'll start by saying that the 54 percent figure was used by Union because it's the current free-rider rate for its industrial programs, but the free-rider rate for their existing industrial programs has absolutely nothing to do with how much savings government programs are going to get in the industrial sector.

What if they were running a different industrial program that had only a 10 percent free-rider rate?  Would they have used 10 percent then and had a completely different answer about how much of the savings potential the government would get through CCAP?  So there is something fundamentally wrong about using an existing program free-rider rate for the purpose of estimating how much savings a government program would get.  I'll start with that.

Secondly, my review of the government CCAP initiatives as it relates to the industrial sector suggests that they're currently thinking about doing three things.  One is to help certain industries that are carbon-intensive, like cement manufacturing, to switch fuels, to switch from more carbon-intensive to less carbon-intensive fuels.  So that has nothing to do with conservation, or at least not conservation of gas.

The -- and the other two items that are in the CCAP as it relates to the industrial sector are initiatives which may have conservation components to them that are targeted to -- first to the food service industry and secondly to the agricultural sector.

Now, those are very discrete subcomponents of the overall industrial sector, number one.  And number two, the government initiatives were planned to just begin to get launched around this time.  I'm not sure that those initiatives have even been launched yet.

So the notion that the CCAP focused on a couple of -- couple of -- two of many subsectors of the industrial sector that haven't yet even perhaps gotten, you know, much legs, would account for 54 percent of the savings potential in, particularly, in 2018 is hard to fathom.

MR. MURRAY:  Thank you.

We have one more question, so we're hoping to squeeze it in before lunch.  Now, I understand from your early discussion you indicated that you believe that there are other cost-effective abatement opportunities in cap-and-trade still for Union/Enbridge; is that correct?

MR. NEME:  Yes, and I hesitated only because you said in cap-and-trade.  I think they are sometimes -- as I was listening to the discussion the last few days -- a kind of false dichotomy between cap-and-trade and DSM.

I believe that there are substantial additional savings opportunities that are cost-effective regardless of which of the two tests you use.

MR. MURRAY:  Exactly, the reason I used cap-and-trade is because I wanted to make it clear that wasn't as part of -- just as part of DSM.

MR. NEME:  Yes.

MR. MURRAY:  I was wondering if you could give us a bit more of a description on either the types of customers or the types of programs that you think could be cost-effective and that aren't being developed to their optimum at this point?

MR. NEME:  Generally speaking, I would focus most of my attention on the commercial and industrial sector rather than the residential sector, both because the savings in the commercial/industrial sector tend to be less expensive and because there is more government activity in the residential sector.

So within commercial industrial sectors, you know C&I for short, there are several areas which it strikes me as ripe for additional savings potential.

I mentioned one of them earlier this morning.  The utilities offer prescriptive rebates for energy recovery ventilators, food service equipment, various types of heating equipment, water heating equipment, and so on for commercial and residential customers.

Generally speaking, the financial incentives that they offer for those measures are quite small as a percent of the cost and when an incentive is, especially in that kind of a program, is quite small, it is not likely to persuade many customers to overcome their concerns about the incremental cost of investment in efficiency.

So I think increasing incentive levels in that market would -- perhaps, in some cases, doubling or tripling them -- would likely lead to significant increases in participation and additional savings.

Secondly, for some of the -- that's something that could be done really quickly.  Secondly, for many of those very same measures, it has been demonstrated in other jurisdictions that if you change your program design -- so now I'm not just talking about doubling or tripling an incentive you give to an end use customer, but instead work upstream with distributors and offer financial incentives to them to stock and sell to contractors who ultimately sell product to end use customers other programs, leading edge programs in other parts of North America have shown that you could significantly increase participation relative to end use rebates by two, three, seven, eight times, depending on the market and the technology that we're talking about.

So that's another option, although that one would take  a little longer to put in place, because there’s developmental activity that needs to be undertaken.

Another option would be to move some of the market transformation efforts on commercial new construction into the resource acquisition portfolio, and endeavour to more aggressively get significant energy savings from that type of market.

Another one would be to more aggressively promote strategic energy management.  The utilities have some pilot initiatives on strategic energy management for industrial customers.  One could kind of ramp up those efforts, take them out of kind of a low level pilot scale into a more full scale type of initiative, and there are others.

MR. MURRAY:  Thank you very much.  Those are all my questions.

MR. QUESNELLE:  Thank you, Mr. Murray.  Mr. Poch?
Re-Examination by Mr. Poch:


MR. POCH:  Just one question in re-examination, just arising from that last exchange.

I'm assuming that these examples would, in your view, likely be UCT cost-effective.  But please confirm that and comment on whether they would be risky.

MR. NEME:  They would be UCT cost-effective.  As for the question of risk, I think you need to look at it from a couple of perspectives.

Generally speaking, my high-level answer is no.  To be sure, there is always uncertainty about how much participation and savings you will get when you change the program design.  That's the nature of the beast.

However, there are lots of utilities that have been using the higher incentive levels for some of these products that I'm suggesting the utilities could have adopted.  So there is experience in other jurisdictions with those that one could look to.

And then I think it's important to also recognize that in many respects, efficiency is actually risk-reducing, risk mitigating.

The reason for is that when you persuade a customer through a DSM program to invest in an efficiency measure, most of which lasts 15, 20 years, you're essentially, you know, buying a hedge for that customer against the uncertainty associated with future gas prices, the uncertainty associated with future carbon prices, and so on, to the point that, you know, some jurisdictions -- in my own, in my home state of Vermont, our regulators have actually said it's quantify that risk maybe gaining benefit, but we know it's there, we know it’s nontrivial, so when you do cost-effectiveness analysis of efficiency, you should add a ten percent adjustment to the cost of efficiency to account for the fact that it's less risky.

MR. POCH:  Thank you, Mr. Chair.

MR. QUESNELLE:  Thank you, Mr. Poch.  Thank you very much, Mr. Neme.

So that concludes this panel.  We'll take an hour lunch break, and we'll return and we'll have the EPCOR panel up and I believe -- I'm not sure.  I know that we're attempting to schedule in the start of the confidential and I think we can probably make the call that it's worth trying to, to have both EPCOR and Union this afternoon.

So, we'll see how that goes.  So if you would be on standby for that, Ms. Seers.

MS. SEERS:  Thank you, Mr. Chair.  We have everybody ready.  Contrary to what I said last night and obviously since they have to go back to Chatham and come back on Monday, it would be very preferable for this panel to go today, if that’s at all possible.

MR. O'LEARY:  Mr. Chair, can I inquire as to whether or not you would anticipate getting to the Enbridge confidential panel today?  Is there any likelihood of that?

MR. QUESNELLE:  I think that's unlikely, just looking at Staff's estimates of time for the two confidentials that we think we can try.  So no, we would likely be starting on Monday with the confidential for Enbridge.

MR. O'LEARY:  With your leave then, the potential panelists can leave?

MR. QUESNELLE:  Yes, they can finish for the day, for the weekend, and we'll see them on Monday.

MR. O'LEARY:  Thank you, sir.

MR. QUESNELLE:  Thank you, Mr. O'Leary.
--- Luncheon recess taken at 12:35 p.m.

--- On resuming at 1:35 p.m.

MR. QUESNELLE:  Slightly different crowd size.  I can see what colour the walls are again.

[Laughter]

Okay.  Mr. Welsh.

MR. WELSH:  Good afternoon, honourable members.  My name is Patrick Welsh.  I'm counsel for EPCOR, with the firm  Osler Hoskin Harcourt.  And I'd like to introduce EPCOR Natural Gas Limited Partnership's panel, consisting of Mr. Brian Lippold, who is the general manager, Natural Gas Canada of EPCOR and Mr. Ken Poon, who is the director of analytics at Blackstone Energy Services.  May I ask that they be please sworn in.
EPCOR - PANEL 1

Brian Lippold,
Ken Poon; Affirmed.

MR. QUESNELLE:  Thank you.  Mr. Welsh.
Examination-In-Chief by Mr. Welsh:

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

MR. POON:  I will confirm that.

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

MR. LIPPOLD:  I will.

MR. WELSH:  Do we need to mark the presentation as an exhibit?

MR. QUESNELLE:  Yes, we shall.

MR. WELSH:  Thank you.

MS. DJURDJEVIC:  Exhibit 4.3.  K4.3.
EXHIBIT NO. K4.2:  EPCOR PRESENTATION.

MR. WELSH:  EPCOR's evidence-in-chief will consist of a presentation, so with your permission I would ask Mr. Lippold to proceed.

MR. QUESNELLE:  Could I ask one question before we start?  I have an agenda up here that says "confidential" on it.

MR. WELSH:  Yes, that's a typo.

MR. QUESNELLE:  Okay.  Very good.  Thank you.

MR. LIPPOLD:  That saved me from addressing that, thank you.

MR. QUESNELLE:  Okay, Mr. Lippold.
Presentation by Mr. Lippold and Mr. Poon:

MR. LIPPOLD:  Last year we found it helpful to put some context to our organization in terms of comparison to Union and Enbridge, and so the first few slides will represent just some differences between ourselves and Enbridge so that we can kind of understand the simplicity or the scale relative to those two, which I'm sure you've spent a lot of time with, so this will be much simpler.

So I'm going to start with an overview as it relates to the plan, and then we'll move into 2017 plan highlights and then 2018 plan highlights and compare the two.

We will identify the risks of the 2018 plan, talk about some of the abatement activities, and then move to administrative and governance issues which were forefront in the last confidential sessions.

So the first slide, so slide number 3, so as you're all well aware, EPCOR acquired the assets of NRG, so much of the compliance program was in development at the time of the acquisition, so just to give you an understanding of that.

So we entered into an asset purchase agreement with NRG on November 7th, 2016, and the MAADs application was filed shortly after with the Board, with the decision and order being approved for the sale on the 3rd of August, 2017.  So that officially closed on November 3rd, so around the time of the filing of the compliance plan.

Next slide.  So it is also helpful to know that at the beginning and up until now very little has changed within the functional organization, so when I say "functional organization," the assets and the employees were retained, so from an operational standpoint at this moment it looks very similar, so -- next slide.

So just to put into perspective the size, we did some loose calculations compared to Enbridge last year and we were .003 percent the size in terms of customer numbers, so just to give you that actual number of our profiles, so a total of 8,706 customers as of the end of day January 1, 2018.

We have a total base of residential customers of 8,208, and we have one large final emitter that's backed out as a large final emitter for the purposes of the cap-and-trade program.  So next slide.

So putting some -- putting an illustration of simplicity in front of you, is showing that we have very small gas loss because we have very limited relief devices and we are considered a low-pressure system.  So most of our system operates between 80- and 30-pound operation system, and then we have one dedicated major pipeline to that large final emitter for these purposes.  It is not applicable because they are backed out as part of the cap-and-trade program.

So we have no compressor or storage facilities, and our customer base is largely residential and agri-business customers, so -- and we're supplied predominantly by Union, with the exception of 38 wells, which make up roughly 3 percent of our total supply.

Next slide, please.  So just a little bit about the transition, so as I mentioned before, the acquisition was completed in November of 2017.  EPCOR, though, has now put a footprint in the province of Ontario, and as you've probably seen there is a MAAD application before the Board for the purchase of PowerStream, and then recently we were awarded the South Bruce project, and so as we move to establishing ourself in the province we have put together a regional board and we've hired a vice-president to lead operations in the province.  Suzanne Robinson.

So next slide.  Just illustration of corporate citizenship of EPCOR moving into the province, so nothing really important relating to cap-and-trade, so if we want to go to the next slide.

So now I'll turn the slide presentation over to Ken, where he speaks specifically to the plan highlights of 2017.

MR. POON:  Great.  Thanks, Brian.

So I wanted to give a quick highlight just to -- as a base point of comparison to what have changed and what stayed similar to the 2018 plan.

So in 2017 that was the first year that we put the plan together, and right off the bat we've built in procurement flexibility, which you have seen in the actual public and confidential filing of the compliance plan itself, and as a service we have also continuously monitored and also identify risk in terms of allowance price exchange rates throughout the entire period, and we are able to do this on a weekly basis based on a carbon market intel that we provided to EPCOR.

We also continuously monitor the actual emissions itself and compare that to forecast, and that's done based on an information exchange between myself and Brian, and part of the way that we actually have to adjust for some of our procurement process is to consider seasonality and timing of procurement and which is included in the cost of borrowing, and then we adjust procurement activity based on forecast and the actual price for allowance, as well as any of the emission adjustments.

Next slide, please.  Thank you.  So in the first year of the compliance plan what we opted for was an annual compliance plan rather than multi-year, and we felt that was prudent because there were a lot of changes happening in 2018 than we're expecting for 2017, with linkages to the WCI market with a lot of the offset protocols being developed in Ontario, and there are also a lot of political changes that we've seen impacting the secondary market in terms of pricing as well, as well as OSHA participation.

So what we thought was a -- by providing an annual plan that would allow for flexibility to adjust to any regulatory market and regulatory conditions on an annual basis.

Next slide please.

So in terms of 2018 plan highlights, you will see that most of the considerations that we've put into 2017 carried forward into the 2018 plan.  So for this slide, there isn't too many differences in terms of the type of information that we look for, the risk that is we identify, as well as the way that we adjust the procurement processes based on our market outlook and based on emissions adjustments.

Next slide, please.

For 2018, we have also opted for an annual compliance plan.  And because we feel that the cover market itself, especially for B.C. and Ontario, is continuing to change which is bringing new procurement opportunities and risk to open EPCOR.  We are also seeing Ontario offset protocols; even though they have started this year, they are relatively nascent and there are still quite a few things to work out within the government itself as well as in terms of providing these offsets and also being able to procure some of these offsets, possibly from the California market as well.

We have seen regulatory risk continue to significantly shape the market, which have been shaping the price outlooks and the secondary market prices for allowances and offsets.  So we feel that annual plans continue to help us adjust to these differences on an annual basis, basically making EPCOR a bit more nimble in terms of understanding, and in terms of anticipating some of these market changes.

Next slide please. Thank you.

So in terms of the risks that we look into, for 2018 -- and this will be similar to what we've shown in 2017 as well -- we are constantly monitoring market risk, especially in terms of price risk for allowance prices and for offset prices, which tracks right well to the California carbon allowances shown on the International Continental Exchange, ICE.  Exchange rate risks, especially recently, have become a significant impact on prices for Canadian participants, and procurement risk is also tied to that, which we look into as to the probability of obtaining any allowances in any target price that we set.

And lastly, policy risks have become a major player as well this year, as well as last year, and that has really shaped market movements in terms of pricing, basically due to political uncertainty and policy uncertainty for this year, as well as years going forward.

Next slide, please.

MR. LIPPOLD:  I'll talk a little bit about -- am I still on?  I'll talk a little bit about abatement and conservation.  So NRG was not a participant in DSM; it had had some experience in the past and it didn't work well for Them, so they, I believe, had filed as exempt.  But we have no proof that they were ever given an exemption.  But for many years, they operated without an approved DSM plan.

So ENG LP and the later timeframe of NRG began to participate in the Ontario home reno rebate program using the Green Investment Fund.  So we have now fully implemented that program and we had 20 -- roughly 20 takers for that program in our market in 2017.  And this year, we are forecasted to have 33 participants in that program, and that represents an abatement of 33,000 cubic metres.

Next slide please.

So one of the fortunate things about our position now is that for the filing requirements that have changed, we had a rate case in abatement, but we have chosen a new pathway through filing a completely new rates case.  With that rates case, a system study is required.  So the by-product of having to do a system study is that we will have to take a deep dive into our commercial and industrial customers, and look at their behaviours and patterns.  So that will lead to the data that we need to move towards a targeted abatement program that will benefit not only our customers, but some distribution performance and capital plans for the future, and it leads to a very customized conservation program in general.

Next slide, please.  Back to Ken.

MR. POON:  So I wanted to give you a bit of a -- I guess a flavour in terms of the type of information and market expectations that EPCOR looks for in understanding market and adjusting our compliance plan as we go.

One of the major things that we're seeing right now is that secondary market price has actually declined substantially since January of 2018, and that's largely been driven by the political and policy uncertainty in the health and in the continuation of the Ontario cap-and-trade program, given the June election.

The exchange rate has also been quite volatile since 2018, largely due to trade discussions that we've seen between Canada, U.S. and Mexico, and that's really kind of driven a lot of the price volatilities on a the Canadian side when it comes to carbon allowances.

We do expect Ontario and Quebec participants to see higher allowance demands, generally due to the colder temperatures we've seen in the beginning of this year.  But with that, we are also seeing many more allowances being released into the first two auctions so far in 2018, and that's generally been due to the release of what we considered to be vintage 2016 allowances that went unsold in 2016, when the auctions during those years were not fully subscribed.  So the conditions to trigger those releases have been two fully subscribed auctions in the WCI market, which we had seen for the last two auctions in 2017, and that has provided quite a larger volume of allowances in these first two auctions, so the one in February and the one coming up in May.

So what we saw overall in combination was that we are seeing higher volatility prices on the Canadian sides, not so much for American markets, and that's largely driven by the exchange rate.  We have seen marginally higher demand due to weather, but with that also come higher supply; so those two things are generally balancing each other out.

Next slide, please.

In terms of the information that we are providing EPCOR, we -- in this slide, it shows an example of the type of intelligence, for market intelligence that we provide EPCOR on a weekly basis, and that includes U.S. and Canadian secondary market pricings for allowances for the current delivery period, also for all the future delivery periods as well.

We provide auction results and expected auction price for any upcoming auction and historical auctions to give an idea about auction performances overall and what we may expect in the upcoming one.  Our foreign exchange trend analysis, as I said before, that's been a large driver in the price volatility in the Canadian markets.  Any upcoming auction dates, they keep us in check in terms of administrative processes, policy updates and market analysis, basically understanding any news releases that may impact the market and how they have driven the secondary market allowance prices, and we do this on a weekly basis to keep up to date on market trends and also any new market developments.

Next slide, please.

MR. LIPPOLD:  So one of the things in the first compliance plan that was difficult to measure was the 2018 administrative cost, and the impact on the business from a delivery of the cap-and-trade program.

We were further along in that analysis, but I think it's safe to say that we're not completely certain of those costs yet.  So, you know, in terms of bad debt -- I saw some of the other compendiums that were before the Board and there were a lot of assumptions made, and we have to make similar assumptions that bad debt would be incurred, but we can't yet quantify what that would be, especially considering a market like this winter where it was particularly cold.

So we still feel that from a cost standpoint, we are controlling the costs responsibly.  But we can't firmly narrow down specific costs related to research and development, abatement, tracking.  What we can measure, though, are increases that are hard and specific to contracts; i.e., Blackstone's analytics and market intelligence.

We can firmly define what our administrative costs are relative to verification, required verification under the program, legal costs, banking fees, and then increases to IT costs related to alterations to get custom reporting so that we can appropriately defer and track variance, so there is more to be done on that side, but what we filed in our compliance plan it's safe to say will be much lower than we anticipated or forecasted in terms of our administrative costs.

MR. QUESNELLE:  And that was for 2017?

MR. LIPPOLD:  And 2018, yes, so 2017 there was a bit of a lag if -- you know, you've probably seen this in some of the other presentations, but there is a bit of a lag in terms of the timing of the program and then getting people in to say bad debt, for example --


MR. QUESNELLE:  Right.

MR. LIPPOLD:  -- there is quite a lengthy period to consider, something bad debt, so that falls into 2018, and 2018 therefore --


MR. QUESNELLE:  Sure.

MR. LIPPOLD:  -- falls into 2019.  Things like financing costs are also in a bit of a lag behind because you are collecting your dollars, you know, behind what your forecast is, so...

MR. QUESNELLE:  Okay, thank you.

MR. LIPPOLD:  I think that's it for -- so governance was another issue, I might even say a concern last year where we were, in terms of our -- NRG's small size, and the, you know, governance, whether it's big-G governance or whether it's small-G governance in terms of the management of the program.

We are still in the status quo because the proximity to the deal just being done, so what I can say is that ENG LP, so EPCOR Natural Gas Limited Partnership, has been working diligently on defining their larger G and then working towards getting some better processes in place that are relative to cap-and-trade, but at the moment we are still running under status quo, which is governance controlled by Ken, myself, and Osler with oversight.

MS. DJURDJEVIC:  Sorry to interrupt, Mr. Chair.  I just note that the discussion about the governance structure is part of the confidential proceeding, and, I mean, there is nothing here that was disclosing too much, but we can't get into any more detail, otherwise you have to --


MR. LIPPOLD:  Okay.

MS. DJURDJEVIC:  -- redact the transcript and do all kinds of stuff.

MR. LIPPOLD:  Fair enough.

MS. DJURDJEVIC:  Thank you.

MR. LIPPOLD:  And I think -- and so having said that, that's the presentation and closing.

MR. QUESNELLE:  Okay.  Mr. Welsh, are they available for examination?

MR. WELSH:  Yes.

MR. QUESNELLE:  Okay.  Thank you.  Ms. Djurdjevic.

MS. DJURDJEVIC:  I believe that is just myself, so --


MR. QUESNELLE:  You were up first and last.

MS. DJURDJEVIC:  -- just a couple questions.

Cross-Examination by Ms. Djurdjevic:


MS. DJURDJEVIC:  First, in reference to your response to Staff IR number 5 about DSM programs -- and that should be appearing on the screen before you -- and in response, which is section D over on -- no, sorry -- yes, it is D.  Okay.  So it's page 10 of 12, in the response under Subsection D, and you've indicated that EPCOR has residential abatement programs outlined for residential classes in the form of the home reno rebate program -- we talked about that -- and then you indicated that you also considered ways to educate small commercial industrial customers in the areas of building envelope improvement and heating equipment replacement recommendations.

So first of all, with respect to the home reno rebate program, just to get an idea of how you are implementing this, are you doing this on your own or are you working with another utility such as Union Gas?

MR. LIPPOLD:  We are working with Union Gas as they are administering the program, so we receive marketing collateral from them and designs that are -- we take the generic designs that were produced by the Ontario government and they provide them to us, so those end up in bill inserts and/or ads in the paper, bill messaging, those sort of things.

MS. DJURDJEVIC:  And when was this program implemented?

MR. LIPPOLD:  It would be about -- I'm not certain of the exact date, but it was in roughly fall of 2017.

MS. DJURDJEVIC:  Okay, and how large of a -- how much of a budget do you have for this program?

MR. LIPPOLD:  We don't yet have defined a budget for it.  It's in our -- I mean -- well, we have an administrative budget, and so there -- it breaks down into components like marketing costs, and we've given specific numbers in our compliance plan.

Do you have the plan there?  I have a table of administrative costs.  Keeping in mind they're forecasted costs, but -- so we only put in 2,500 for communications and marketing costs, part of which -- and that's a small budget, but you have to understand the penetration in our market.  We can get five ads in Aylmer Express for that particular cost, and it costs us nothing to produce bill messaging and then an ad, so basically we can hit the market five times a year in our market with specific messaging just in advertising, and like I said before, zero cost to the bill inserts.

MS. DJURDJEVIC:  And so you were referring to a chart or forecast.  Can you refer us to where that is in your evidence?

MR. LIPPOLD:  So that is in our compliance plan, Exhibit 3, page 22 of 37.  So that specific cost that I referred to is related to direct marketing, whereas there are other -- so in our IT costs were additions to our website, so those would be listed under the IT portion rather than the promotional or communications and marketing budget.

MS. DJURDJEVIC:  And just to confirm, these are your administrative costs for the entire cap-and-trade program, and I was just asking about the home reno rebate program, which is --


MR. LIPPOLD:  Correct.

MS. DJURDJEVIC:  -- so is that included in --


MR. LIPPOLD:  Within there you can see line number 4, line number 4, which says "communications and marketing", and that was the reference to $2,500 per year.

MS. DJURDJEVIC:  Okay, and you've indicated that you have had 20 customers to date that are participating in this program.  Can you quantify the GHG emission reductions you've achieved so far?

MR. LIPPOLD:  Yeah, we quantify that via the program administrator, so Union Gas has 1,000 cubic metre assumption per household on that particular program.

And that -- so it's 1,000 per household that is in the uptake, because -- it is not a perfect measure, but that's the measure that they have provided.

MS. DJURDJEVIC:  Okay, and so considering you implemented this in late 2017, has this made its way into your 2018 JG forecast or...

MR. LIPPOLD:  It did.  You received it, I believe, when we did the numbers.

MR. POON:  So we ran some numbers, and what we found was that the reduction in emissions, that's estimated on a per household basis, for both programs combined, the reduction is approximately 7.1 percent of EPCOR's 2018 expected emission.

MS. DJURDJEVIC:  Now, you've also said in that IR response that you will be looking at small commercial industrial customers with a view to developing custom -- well, yeah, no, you said you're going to be doing building envelope and heating programs and then in your testimony just recently said customized programs.

How many potential customers do you anticipate for these kinds of programs?

MR. LIPPOLD:  We have 700 plus commercial, small commercial industrial class customers.  They have varying levels of leakage in terms of the building envelope.

So we would have to take an approach that I referred to earlier, and that's our study for our rates case requires us to look at how each of these consume -- so we hadn't previously been collecting or analyzing that data in the absence of the DSM program.  Considering that we are going down that route for system integrity and for capital planning, that will give us the base data that we'll need to take a targeted approach, so it might be the biggest bang for the buck or the lowest-hanging fruit, but it also might be that we target those that are best -- you know, best suited for abatement in terms of performance of our system to reduce capital costs.  There are a number of directions we can take that are yet defined.  We've just entered the stage where we've contracted services for the integrity study.

MS. DJURDJEVIC:  Okay.  In the IR response, you said you plan to educate commercial and industrial customers about these programs.  Can you -- is it going to be limited to your advertising in bill inserts, or any other steps you take?


MR. LIPPOLD:  No, we are actually quite close to most of our -- we call them P customers, our large commercial customers.  Those rate class customers have very many discussions with our staff at the field level, so we're there doing PFM maintenances and having discussions in the office.


We're a very rural, small area where we know our customers.  It's not as big an organization as you might expect.


MS. DJURDJEVIC:  Have you been working with Union Gas and familiarizing yourself with the types of DSM programs they offer its commercial industrial customers?


MR. LIPPOLD:  Yes, to some degree.  I've gone to the industrial presentations where they work specifically with larger hospitals or plants, and those sort of things, to find out what they're doing.  It’s at the scale above us at the moment, but we are keeping a watch on that.


MS. DJURDJEVIC:  And are you also looking at the marginal abatement cost curve to help you decide what other cost-effective technologies you might want to promote to your customers?


MR. LIPPOLD:  We haven't really -- we've looked at the marginal abatement curve in terms of what we can do in a short amount of time, and it was -- we weren't getting much payback.


So you did a bit of an analysis on that, did you not?


MR. WOON:  Yes, kind of our role as Blackstone is to educate EPCOR on how to analyze and how to understand the marginal abatement cost curve.  But we are still in discussion at this point.


MS. DJURDJEVIC:  My last question is just a clarification on the administrative charges, because we had two figures come up.  So, I'll just refer you -- the first one was in your application and it came out to .1560 cents a cubic metre.  And then in Staff IR number 6, you provided the figure of 0.23588 cents a cubic metre.


Are you able to clarify which one of those is correct?  Maybe look at Staff IR 6; that's a chart that’s a more updated figure that you provided, the 2023 -- 24 cents.


MR. WOON:  It's on there.


MR. LIPPOLD:  Was there any --


MS. DJURDJEVIC:  You will need your microphone on, or get closer to your mic.


MR. LIPPOLD:  Sorry.  There was an order, I believe, to change a table on administrative charges, and we resubmitted those tables.  Do you remember the date it was at?


But shortly after November 30th, we filed an updated table as part of the responses.


MS. DJURDJEVIC:  Okay, so -- we're just confirming that we do have that.  It appears that we do.


MR. LIPPOLD:  Under schedule 8.


MS. DJURDJEVIC:  I do have that, but apparently there is still -- so I'm looking at the very, you know, the second chart that we see, the very last line, administrative charge cents for -- okay, then you have medium risk, high-risk.  But the medium risk one, okay, that's the .23588 and then ...


It’s in the evidence, okay.  We'll -- we know that, then your application, Exhibit 7, page 34.


And so point number 3 says "Administrative costs," and it says there will be no adjustments to the costs filed in 2017, and so they'll be kept at 0.1560 cents.  So it sounds like that was the amount you used last year, and you were just going to keep that.  But then in the IR response, the updated one, you've increased it to the 0.23588.


So I'm just wondering if -- if there is an error or you decided to update.  Maybe the --


MR. LIPPOLD:  I think we may need to do an undertaking.


MR. WELSH:  We'll give you an undertaking to provide a ...


MS. DJURDJEVIC:  That will be undertaking J4.4.


UNDERTAKING NO. J4.4:  TO CLARIFY THE DISCREPANCY BETWEEN ADMINISTRATIVE COSTS AS STATED IN EXHIBIT 7 ON PAGE 34, VERSUS THE UPDATED INTERROGATORY RESPONSE.


MS. DJURDJEVIC:  Just a clarification for the record, the presentation that you filed I had it incorrectly labeled it K4.3; it is K4.2.


Those are the end my questions on the public evidence.


MR. QUESNELLE:  Okay.  Do you have any follow-up questions, Mr. Welsh?


MR. WELSH:  I do not.


MR. QUESNELLE:  Okay.  I think that concludes the public hearing for EPCOR, and we will adjourn that portion.

--- Whereupon the joint hearing adjourned at 2:14 p.m.
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