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1 GENERAL COMMENTS 
 
1.1 Introduction 
 

1.1.1 On June 20, 2017 the Board issued a letter initiating a process to review the DSM 
Plans of Enbridge and Union for the period 2015-2020.  The process included the 
filing of information and reports by the utilities, and a two-phase review.  The first 
phase dealt with the intersection of cap & trade and DSM.  Parties filed submissions in 
that regard, but ultimately the termination of the cap & trade regime caused the Board 
to withdraw that portion of the review by letter dated August 15, 2018.  The second 
phase, including specific issues that the Board had determined would be part of the 
mid-term review, continued.    
 

1.1.2 The utilities filed a number of reports and submissions on September 1, 2017, October 
2, 2017, and January 15, 2018, and made oral submissions with an accompanied 
presentation at the Stakeholder Conference on September 6, 20181.  These are the 
Submissions of the School Energy Coalition. 

 
1.1.3 There was no oral hearing in this proceeding, but there was a discussion of some of the 

issues orally in a two-day Stakeholder Conference.  However, that was not transcribed, 
so there is no record of those discussions.  There was no discovery as well, so overall 
there is no evidentiary record on which the Board can make binding decisions.    

 
1.1.4 We did not in this proceeding have the benefit of seeing the submissions of OEB Staff 

in this proceeding, so we are unable to comment on OEB Staff positions on the issues. 
 

1.1.5 SEC has organized these Submissions based on the topics raised by the parties, either 
in the utilities’ filings or in the Stakeholder Conference. 

 
1.1.6 SEC notes that the Board only allowed funding for 12 hours for these submissions.  

Given the 580 pages of proposals by the utilities, many of them very detailed, plus the 
many hundreds of pages of background material that had to be reviewed and 
compared, it was not possible for SEC to deal with all of those proposals in detail in 
these Submissions.  We had to stop when our time preparing submissions reached 40 
hours, well past the level of Board-approved costs eligibility.   

 
1.1.7 In a few places, therefore, SEC simply notes our position on an issue, rather than 

providing a more detailed analysis of the utility proposals, and the problems within 
them.  While we would have preferred to provide a detailed rebuttal, the time allowed 
did not permit us to do so.     

                                                 
1 Cited herein respectively as Enbridge September, Enbridge October, Enbridge January, Enbridge Presentation, 
Union September, Union October, Union January, and Union Presentation.  We have also seen the Enbridge final 
submission dated September 24, 2018, which we refer to throughout as Enbridge Submission. 
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1.2 Background Issues   
  

1.2.1 There are a number of background issues that should influence the Board’s view of the 
DSM programs going forward. 

 
1.2.2 Merger of Enbridge and Union.  Enbridge Inc. acquired Spectra early in 2017, and 

included in that transaction was ownership of Spectra subsidiary Union Gas.  By order 
dated August 30, 20182, the Board approved an application by the utilities to allow the 
amalgamation of Enbridge and Union so that they can operate as effectively as 
possible as a single utility.   
  

1.2.3 The Board has been encouraging the utilities for some years to work together more 
closely in their DSM program design and implementation.  During the review of the 
2015-2020 DSM Plans, the Board heard evidence that customers would prefer to have 
similar offerings from both.  That is particularly true of customers that have operations 
or facilities in the service territories of both Union and Enbridge (such as some school 
boards). 

 
1.2.4 The merger of Union and Enbridge will allow the two programs to be fully combined 

and integrated.  This should result in improved efficiencies, improved market 
penetration, and increased delivery of results. 

 
1.2.5 However, SEC also notes that the combination of the DSM programs cannot happen 

overnight.  It will in part be dependent on the speed and structure of the integration of 
other parts of the organizations, and it will in part be driven by the timing of the next 
DSM Framework, expected to start in 2021.  In the case of the latter, the internal and 
consultative work on that Plan should be starting at the beginning of 2019, so that 
information and a single, combined application can be filed by the end of 2019. 

 
1.2.6 The merger also has some specific impacts, which we note in our Submissions.  By 

way of example, Enbridge has an Open Bill program, but Union Gas does not.  Given 
that Enbridge and Union will, in the relatively near term, combine their billing 
systems, it would not seem efficient to change the Union billing system to 
accommodate an Open Bill program before that time.  
  

1.2.7 Shift in Evaluation from Utility Control to OEB Control.  The first section of these 
Submissions deals with Evaluation and Audit.  One of the major shifts in the new 
DSM Framework was to move control of the EM&V process from the utilities to the 
Board.  The new process, managed by an Evaluation Contractor under the supervision 
of OEB Staff, with the input of an Evaluation Advisory Committee, has been 
disruptive, but ultimately successful. 

                                                 
2 EB-2017-0306/7 
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1.2.8 Many of the topics in the mid-term review are affected by the fact that the new EM&V 

process produces more reliable, and more independent, verified results.   
 

1.2.9 It may also mean that, during the transition period, the utilities will be more litigious 
as the more discplined process affects their incentives3.  SEC believes that this will 
only continue for a short time, before the Board and all stakeholders, including the 
newly-combined utility, get comfortable with a new reality. 
  

1.2.10 Public and Government Support of DSM.  The biggest background factor affecting 
the DSM Framework is the recent change in the positions of the government, and the 
public, with respect to conservation-related spending.  This has major implications, 
some of which are obvious, and some of which are more subtle. 
  

1.2.11 The obvious implications include: 
 

(a) Termination of the cap & trade regime.  The original DSM Framework was 
set up with no cap & trade, but its introduction implied potentially big changes.  
The termination of that government program nominally brings the DSM 
Framework back to its starting point, but with the federal carbon tax looming 
as a factor in the cost-effectiveness of, and public appetite for, DSM programs. 

 
(b) Termination of the Green Investment Fund, Green On and Similar 

Programs.  The utilities have been able to augment their DSM budgets with 
funding from these government programs, as their submissions indicate.  The 
likelihood that this funding will continue in any significant way is low, 
meaning that the utilities will have to adjust to those programs being scaled 
back. 

 
(c) Reduced CDM Funding.  Right now, it is not clear whether all CDM funding 

will be ended, or some of it, or none, although the last is unlikely.  The ability 
of the utilities to collaborate with electrics, or with IESO, can be expected to 
be severely constrained. 

  
1.2.12 It is, however, the less obvious implications that may be more important.  Part of the 

reason for the substantial budget increases in the current 2015-2020 DSM Plans was 
direction from the government of the day to the Board to expand DSM funding.  While 
the Board did so fairly cautiously, it is clear that the utilities’ DSM programs are 
substantially larger than they were just a few years ago.    
  

1.2.13 In the new environment, that is less likely to be the case.  The current government 
                                                 
3 The Board has already seen this in EB-2017-0323/4, the Clearance applications for 2015 DSM programs.  We will 
likely see it in the 2016 clearance applications as well. 
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appears to be less willing to encourage increases in conservation spending, and can be 
expected to influence public opinion in that same direction.  Both the government and 
the public can also be expected to be more skeptical of utility results. 

 
1.2.14 Clearly the main impacts of the change in government and public support will be 

considered by the Board in the context of the next round of DSM Plans, likely 2021-
2025.  However, there are some immediate implications as well, such as: 

 
(a) Budget Requests.  The utilities have requests for tens of millions of dollars of 

additional budgets, as well as changes to the incentive rules to make incentives 
easier to achieve.  In the context of the current situation, SEC believes that 
those changes are ill-timed, and are better left until the next DSM Framework. 

 
(b) Evaluation and Audit.  There will almost certainly be a debate over 

conservation spending in the next couple of years.  For those, like SEC, that 
support a strong commitment to conservation, it will be critical that the results 
being achieved by the utilities are supported by thorough independent and 
empirical data.  Those who wish to cut conservation spending will rely heavily 
on the theory that conservation programs are either unnecessary, or an 
unproductive waste of money.  The answer will only be persuasive if it is 
backed up by robust and independent audits that the public and the government 
can accept. 

 
1.2.15 SEC submits that the current state of flux, whether in the utility, in the Board’s 

regulation of DSM, or in the government and public support for conservation, makes 
this a critical time, with a lot of uncertainty.  In our view, it would be wise for the 
Board in the mid-term review to accept only those very few changes that are 
demonstrably justified, and cannot be dealt with in two years as part of the next DSM 
Framework.    
 

1.3 Summary of Submissions   
  

1.3.1 This section provides a brief summary of the main SEC recommendations contained in 
these Submissions.  
  

1.3.2 Evaluation and Audit.  The new OEB Staff-led evaluation and audit process has been 
more successful than some expected, although it has given rise to some transitional 
challenges in the first couple of years.  Those now appear to be mostly resolved. 

 
1.3.3 Net to Gross.  The Board should reject the proposal of the utilities to fix the net to 

gross ratio.  The evidence from the 2015 audit demonstrates that the previous NTG 
ratios may be grossly incorrect, and that proper evaluation requires that the NTG ratio 
be measured for custom projects as part of the verification of each year’s results. 
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1.3.4 SEC notes, in this context, that the NTG proposal, which appears to be a technical 
adjustment to how results are measured, may be the biggest single dollar request from 
the utilities.  As signaled by the number of times the utilities have come back to this 
issue, this could have a multi-million annual impact on the shareholder incentives 
paid.  If the utilities do not have to actually influence their customers to achieve their 
gas savings targets, but are simply deemed to do so, as the utilities propose, the 
difference in incentives could be 50% or more of the total. 

 
1.3.5 Targets.  The utilities are seeking a number of reductions and other changes to their 

targets to make it easier for them to maximize shareholder incentives, including 
adjustments to the formula, and reductions in the productivity factor.  With one 
exception, those proposals should be deferred until the next framework. 

 
1.3.6 Target Adjustment Mechanism (TAM).  Enbridge and Union have proposed that the 

TAM be altered.  Only one adjustment is appropriate.  Where a program is designed to 
include future commitments for customer incentives, the TAM should be calculated on 
an accrual basis rather than a cash basis.  All other adjustments to TAM should be 
dealt with in the next framework.   

 
1.3.7 Scorecards.  The utilities have proposed new scorecards that generally reduce the 

weight given to lifetime cubic meters, and increase the weight to activity-based 
metrics.  They also incorporate some reductions in targets.  Those proposals should be 
part of a broader review of how achievement is measured, and should be dealt with in 
the next framework, not in the mid-term review. 

 
1.3.8 Outcome-Based Metrics.  The Board directed the utilities to work with stakeholders to 

develop “options for additional outcomes-based metrics”.  The utilities took no steps 
to do so. 

 
1.3.9 Shareholder Incentives.  Union has proposed dramatic changes to the structure of 

their shareholder incentives, justifying them primarily on the basis of the activity of 
GreenOn and other programs in the market.  These proposed changes should not be 
approved. 

 
1.3.10 General Adjustment to Targets or Budgets.  This overall request by the utilities is 

essentially a relitigating of the EB-2015-0029/49.  Targets and/or budgets should be 
adjusted, if at all, in the context of a broader, evidence-based review for the next plans. 

 
1.3.11 Customer Incentive Fund.   The additional funding requested in the proposed 

Customer Incentive Fund should be refused.  The utilities already have a DSMVA 
available to them for similar purposes, and there has been no process to test whether 
additional funding is appropriate. 

 
1.3.12 Energy Leaders and Energy Literacy.  The continuation of the budget for Energy 
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Leaders has been justified, and should be continued.  The proposed budget for Energy 
Literacy has not been justified, and should be denied. 

 
1.3.13 Residential Adaptive Thermostats.  Union is requesting incremental funding of $4.5 

million for this program.  The Board should deny the request. 
 

1.3.14 Budget Flexibility.  The utilities have requested changes to their ability to move 
money between components of their DSM plans.  Those changes should be considered 
in the broader context of the next framework. 

 
1.3.15 Home Energy Conservation and Optimum Home.  The Board should not provide any 

comment on the proposed changes to these programs, as there is no tested evidence on 
which the Board can make any determinations.  The Board should, however, caution 
the utilities that changes to the activities of IESO, electric utilities, and the Green 
Investment Fund should be taken into account in any changes the utilities implement. 

 
1.3.16 Savings by Design.  Enbridge proposed to reduce the threshold for this program from 

25% above Ontario Building Code to 10%.  On September 24th, they changed this to 
15%.  The Board does not have sufficient or tested evidence to comment on these 
program design changes.  The metric in the Scorecard should remain as already 
approved by the Board, and should be applied by reference to the current Code. 

 
1.3.17 Open Bill.  Union should defer any remaining work on this until Amalco combines the 

Enbridge and Union billing systems, and then implement a single system modelled on 
the successful Enbridge approach. 

 
1.3.18 Collaboration with Electrics.  In the current changing landscape, the utilities should 

hold off on further initiatives of this kind until the future directions are clear. 
 

1.3.19 Integrated Resource Planning.  The work done by the utilities to date is insufficient, 
and the Board should encourage them to move more resolutely in the direction of 
using DSM to defer capital spending.  Leave-to-construct applications are regularly 
being filed that could have benefitted from deferral or avoidance with more aggressive 
IRP. 

 
1.3.20 Amortization of DSM Costs.  While the spreading of long-term conservation 

investments over the period they are useful is intuitively attractive, it is not appropriate 
to implement such a major change at the mid-term review.  The utilities should be 
encouraged to engage with stakeholders on this issue, and then bring to the next 
framework proceeding evidence and analysis of the costs, benefits, and other impacts 
of such a change. 

 
1.3.21 Increases in Size of DSM Programs.  Some parties are proposing increases to the size 

of the utilities DSM programs.  Whether or not those increases are a good idea can 
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only be reviewed in the context of a new framework, based on a solid evidentiary 
record. 

 
1.3.22 Administrative Costs.  The utilities have not provided the Board with satisfactory 

evidence benchmarking their overhead and administrative costs for DSM.  They have 
also admitted that material DSM costs are not included in their DSM budgets at all, 
which means that their cost-effectiveness calculations are suspect. 
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2 EVALUATION AND AUDIT 

 
2.1 Background 
 

2.1.1 In the current 2015-2020 DSM Plans the Board moved from utility control of the 
evaluation and audit activities (with stakeholder input), to OEB staff-led evaluation 
and audit activities.  The central responsibility is given to an experienced evaluation 
contractor, supervised by OEB Staff and advised regularly by a committee of utilities, 
customer representatives and independent experts. 

 
2.1.2 The utilities have complained about this new evaluation and audit approach.  This 

raises two issues for the Mid-Term Review.   
 

(a) First, should net to gross be measured as proposed by the evaluation 
contractor, or using the previous assumptions-based approach?   

 
(b) Second, is the new, independent process working properly? 

 
2.1.3 SEC provided detailed submissions on these two issues in EB-2017-0323/4, the 2015 

DSM Clearances applications by the two utilities.  Rather than repeat those 
submissions, we have attached excerpts from the SEC Final Argument in EB-2017-
0324, the 2015 Enbridge Application, which we reference in the summary below.   
  

2.2 Net to Gross Measurement  
  

2.2.1 The evaluation contractor in the 2015 audit proposed that, since a NTG study had been 
contracted anyway (with the same experts), and that year was being audited, the most 
efficient approach was to measure the NTG for 2015 as part of the audit process.  
Because it had been measured directly, it could also be applied to that year.  That was 
done, and the NTG results were much lower than the results from the previous study, 
which was based on 2004-2006 results.   

 
2.2.2 The utilities objected on two grounds.  First, they said that the new “assumptions” 

should not be applied retroactively.  The Board determined that, for 2015 only, as a 
transition year, that was correct.  Second, the utilities objected that the survey 
approach to NTG was not the best approach.  In their submissions in the Mid-Term 
Review, they refer to it as “outdated”4, and “antiquated”5.  
  

2.2.3 On the first point, SEC’s discussion of Measurement vs. Assumptions is at Section 2 
of the attached excerpts.  While the Board determined that 2015 should have the old 

                                                 
4 Numerous places.  
5 Enbridge January, p. 29. 
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assumptions applied, it agreed with customer groups that measurement is the preferred 
approach, saying6:  
 

“LPMA and SEC emphasized the benefits of using measured results versus 
historical assumptions to assess DSM achievements and indicated that prior 
OEB decisions supported this approach for custom projects. The OEB agrees 
with this interpretation of the OEB’s 2015-2020 DSM Decision for future years 
but not for 2015.” 

 
2.2.4 SEC submits that measured NTG should therefore be used for the 2016-2020 results 

where possible. 
 

2.2.5 The utilities have, instead, proposed that the Board adopt a fixed NTG ratio for the 
remainder of the current plans, essentially because if the measured results are bad, the 
utilities will not be able to earn their full shareholder incentives.  In fact, they propose 
a range of 70% to 80%, based not on research, but on what they want.  The central 
thesis of their argument appears to be that, if they are required to actually influence 
customers to achieve results consistent with their targets, they will be disincented to 
devote their fullest efforts to their DSM Plans. 

 
2.2.6 As we note in the attached excerpt, NTG is largely within the utilities control.  If they 

choose to be order-takers, they can expect the low levels of NTG seen in the 2015 
study.  If they choose to be more proactive, their measured results will be much better.   

 
2.2.7 On the second point, the NTG study methodology, Section 3 of the attached excerpts 

deals with that in some detail.  We note two things in this regard: 
 

(a) The study methodology the utilities decry is in fact the most commonly used 
methodology in North America for NTG, and is used by almost all experts, 
including the utilities’ own expert in the 0323/4 proceeding. 

 
(b) The utilities’ proposal is to replace the study used in most places with no study 

at all, just a number picked out of the air because it happens to favour the 
utilities.   

 
2.2.8 SEC submits that, if the utilities want to propose a new method to measure their 

achieved NTG, they should do so in the next framework, with supporting evidence 
from experts that can be tested by the parties and the Board. 

 
 
 

                                                 
6 EB-2017-0324 Decision and Order, p. 6..  
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2.3 Changes to the Process  
  

2.3.1 The utilities complain that the OEB Staff-led process for EM&V is “dysfunctional”7. 
 

2.3.2 In Section 4 of the attached excerpts, SEC discussed how the 2015 audit and 
evaluation proceeded.  Since that time, the problems of transition that arose have been 
addressed.  Scheduling is more transparent, and keeps a faster pace.  Everything is 
reviewed by the EAC and OEB Staff at the same time, straight from the evaluation 
contractor to everyone.   

 
2.3.3 Further, the overall timeliness of the process has been improved, and it is likely that by 

the time of the 2018 audit it will be fully on track.   
 

2.3.4 For example, the EAC is considering conducting the audit of the 2017 and 2018 
custom projects (by far the most time-consuming part of the process) together, using a 
single sample from both years, so that the same realization rates and net to gross 
factors can be applied to both years as well.  One of the independent experts on the 
committee has suggested that, if this works as expected, it could be implemented in 
future years, saving evaluation dollars while keeping the integrity of the results.  In the 
meantime, it retains the rigour of a full audit, but saves money and gets the timing 
back on track. 

 
2.3.5 As we have noted elsewhere, the only sense in which the current EM&V process is 

“dysfunctional” is from the narrow point of view of the utilities, i.e. they no longer 
control that process.  From the point of view of the customers, who are footing the bill, 
this is not dysfunction at all. 

 
2.3.6 In SEC’s submission, increased independence and rigour are good results, not bad 

ones.  

                                                 
7 Enbridge January, p. 28. 
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3 TARGETS 

 
3.1 Background 

 
3.1.1 The utilities complain that the Board increased their 2016 targets by 10%, but didn’t 

increase their budgets by an equivalent amount.  They call this a “mismatch”.  
Enbridge in particular appears to be scandalized by this, as if the Board simply didn’t 
understand what it was doing8. 
 

3.1.2 SEC notes that, if the utilities believed that the decision on their DSM Plans was wrong, 
they had a remedy available in the form of a Motion For Review.  They did not file 
any such motion, but now say that the Board’s decision was wrong and should be 
fixed.  They propose that the Board make those fixes in a proceeding in which there is 
no opportunity for discovery, and no opportunity for testing of the utilities’ opinions as 
set out in their submissions.  In effect, they want the Board to take their word for it 
that the Board got it wrong the first time around. 
 

3.1.3 With respect, this is simply inappropriate.  Adding 10% to budgets, for example, or 
reducing targets by 10%, are nothing more than reversing the Board’s decision on their 
plans.  That was not, in our view, the Board’s intention with the Mid-Term Review, 
and it is certainly not an appropriate way to handle things today.  
 

3.1.4 In this section and the next, we deal with the various aspects of budgets and targets 
proposed by the utilities.  However, our broader view is that, if the Board wants to 
make any material changes to the DSM Plans’ budgets and targets right now, it should 
ensure that there is full evidence, with discovery and an opportunity to test that 
evidence on the record.  Under the circumstances, the better way to deal with those 
proposals is in the context of the next framework. 

 
3.2 General Target Adjustment  
 

3.2.1 In its September submissions, Enbridge appears to be proposing that its targets be 
reduced by 10%, because when the Board increased them it did not increase budgets as 
well9. 
 

3.2.2 It is not clear to us that Enbridge is continuing to pursue that proposal.  In its January 
submissions, it focuses on getting a higher budget, rather than a lower target10. 

 
3.2.3 However, if Enbridge is in fact still seeking a 10% target decrease, in our view the 

                                                 
8 See Enbridge January, p. 15-19. 
9 Enbridge September, p. 25. 
10 Enbridge January, p. 19. 
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Board should reject that proposal.  Not only is it a direct reversal of the Board’s 
decision on the DSM Plans, but in the meantime the utilities have been making 
substantial shareholder incentives, despite the Board’s decision to increase their 
targets.  The only “evidence” provided by Enbridge in support of their target increase 
is their argument that they disagree with the Board’s decision on their DSM Plan.  
That is not evidence. 

 
3.3 Target Adjustment Mechanism (TAM)  
 

3.3.1 There appear to be two proposals for changes to the target adjustment mechanism11: 
 

(a) Exemption of offerings that have customer incentives committed in one year, 
to be paid in a future year. 

 
(b) Change the productivity factor for market transformation from 10% to 2%. 

 
3.3.2 The first issue is not new.  Early in the Savings by Design program, Enbridge prepared 

an application (EB-2013-0383) for a deferral account (much like the DSMPIDA 
proposed in this proceeding) that would have effectively treated future commitments 
for incentives as spent in the year the customer signed up for Savings by Design.  
Enbridge did not proceed with that application, because there were many questions 
that had to be addressed about how it would work. 
 

3.3.3 Enbridge then raised it in their 2015-2020 plan, but it was not approved there.  SEC 
notes that adjusting the TAM for these programs was not proposed by Enbridge, 
because in their DSM Plan there was no TAM. 

 
3.3.4 Thus, the issue of how to address multi-year customer incentives has existed for a long 

time, and has not been addressed.  There is no apparent reason why this Mid-Term 
Review is suddenly the appropriate time to do so. 
  

3.3.5 On the other hand, the issue is a real one.  If multi-year programs are successful, they 
can create mismatches between budgets, commitments, and incentives actually paid, 
which can in turn lead to anomalies in the calculation of targets. 
  

3.3.6 The utilities propose that multi-year programs be exempt from the TAM, and that 
targets instead be fixed.  Unfortunately, this process does not allow for a review of the 
appropriate fixed targets to be used.  Thus, as a practical matter, it may not be possible 
for the Board to go to fixed targets as the utilities request. 

 

                                                 
11 We are, frankly, unable to determine if there are more, given the state of the utilities’ submissions, and the 
inability to have discovery on their proposals.  There may be other changes hidden in the detailed new scorecards 
proposed.  We are not able to comment on those. 
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3.3.7 SEC suggests that there may be another alternative.  As a temporary measure, Enbridge 
could, for the named programs, calculate the TAM using an accrual method rather than 
a cash method.  That is, the amount spent for TAM purposes (not for DSMVA or rate 
recovery purposes) could be the net total of the amounts committed to be paid to 
customers during the year.  It would therefore not include amounts committed in a 
prior year and paid this year, but it would include amounts committed this year, 
whether they are paid this year or a subsequent year.  Further, if a prior commitment is 
ended (for example, a customer leaves the program), then that would reduce the 
amount “spent” in the current year (like a negative commitment). 
  

3.3.8 This is, in our submission, not the perfect solution to the issue.  However, SEC submits 
that, without a more thorough review, a short-term fix is appropriate in this case.  This 
is one that is conceptually sound, and is unlikely to cause any major problems with 
targets over the next couple of years.  In the next framework, a new method of dealing 
with multi-year program budgets and targets can be developed.  
  

3.4 Productivity Factor 
 
3.4.1 Enbridge proposes that the productivity factor for market transformation programs, 

which the Board set at 10%, should be decreased to 2%.   
 

3.4.2 SEC believes that fundamental changes to the structure of the scorecards should be 
addressed in the next framework, and should not be dealt with in this Mid-Term 
Review. 
  

3.5 Outcome-Based Metrics 
 

3.5.1 Union describes the Board’s direction to them as follows12:   
 

“The OEB also suggested that the Utilities work with stakeholders to 
develop options for additional outcome-based metrics for consideration at 
the Mid-Term Review”. 

  
3.5.2 Union then goes on to note that most of its metrics are lifetime natural gas savings 

(80%), and therefore concludes that13: 
 

“…a more appropriate time to work with stakeholders to develop options 
for additional outcome-based metrics would be during the development of 
the next DSM Framework.” 

 

                                                 
12 Union January, p. 14.  See also, Enbridge January, p. 12. 
13 Union January, p. 16.  See also Enbridge January, p. 13-16.  In essence, Enbridge says that they decided it wasn’t 
worth looking at.   
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3.5.3 SEC believes it is correct to read that, and the similar statements by Enbridge, as 
admissions that the utilities disagreed with the Board’s guidance, and so ignored it.  
Indeed, to the best of SEC’s knowledge neither Union nor Enbridge made any attempt 
to engage with stakeholders on additional outcome-based metrics, although it 
continues to be clear that at least some stakeholders14 are strong advocates of, for 
example, metered data analysis. 
 

3.5.4 SEC is concerned with the utilities’ apparent belief that they can simply ignore what 
the Board says.  This is not the only example that arises in this Mid-Term Review, but 
it is among the most obvious. 

 
3.5.5 It would be perfectly legitimate for the utilities to engage with stakeholders, then 

jointly report to the Board that the utilities and the stakeholders have some ideas, but 
would like to deal with them more fully in the context of the next framework.  It 
would be equally legitimate for the utilities to say that they engaged with stakeholders, 
but the result of those discussions was a shared view that there are no additional 
outcome-based metrics that should be introduced. 

 
3.5.6 It is not legitimate, in our opinion, to say that the utilities unilaterally decided that they 

would not work with stakeholders on this issue as directed by the Board.    
 
3.6 Scorecards  

 
3.6.1   Union has proposed15 major changes to the Scorecards, including 

 
(a) Remove the bottom 75% threshold for earning a shareholder incentive, so that 

even the tiniest of performance is incented, and 
 

(b) Weight 60% of the incentive to performance up to the target, and only 40% 
above it, rather that the current method, which incents superior performance 
more than performance to target.  

 
3.6.2 As SEC has not heard anything more about those proposals, we assume that they have 

been abandoned.  If they have not been abandoned, SEC submits that they should be 
rejected by the Board.  They are simply an attempt to make it easier to earn a 
shareholder incentive. 
 

3.6.3 Another change to the scorecards is being pursued.  Enbridge, in its Submissions, is 
proposing to make material changes to the weightings on its scorecard16.  Enbridge 

                                                 
14 See, for example, the Enerlife presentation at the Stakeholder Conference. 
15 Union September, p. 18-19. 
16 Enbridge Submissions, p. 10.  We believe Union is also proposing scorecard weighting changes, but we have not 
been able to determine the current Union proposals. 
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proposes to increase the weighting to Market Transformation programs from 12% to 
20%, while reducing the programs that it offers in that category.  It also proposes 
significant adjustments to the weightings within each program. 
  

3.6.4  By way of example, the current Board-approved weighting for the Residential and 
Commercial Savings by Design programs is 6%.  Their metrics have a combined 50% 
weighting in Market Transformation, which drives 12% of the shareholder incentive.  
Enbridge now proposes to increase the weighting for those programs from 50% of the 
category to 80% of the category, and increase the Market Transformation weighting 
from 12% to 20%.  
 

3.6.5 The result is that Savings by Design would drive 16% of the shareholder incentive, 
rather than 6% as it is today. 
  

3.6.6 Similarly, the Board-approved scorecard for Enbridge has 72.7% of shareholder 
incentives driven by lifetime cubic meters.  Under the proposed new scorecard, that 
would decrease to 63.7%17. 
  

3.6.7 SEC believes that, in the context of the next framework, it may well be appropriate for 
the Board to look at what activities and results are driving the shareholder incentive.  
Some parties will want to increase the emphasis on cubic meters, perhaps with 
different ways of measuring them.  Others will want to propose new metrics, some of 
which measure actual outcomes, and some of which measure activity only.  This is an 
important debate, but in our view it is properly held in the context of the review of the 
framework.   
 

3.6.8 SEC therefore submits that the revised weightings proposed by the utilities should be 
rejected.  The shareholder incentives should, in this plan period, continue to be driven 
by the same results, in the same percentages.  

                                                 
17 Enbridge originally proposed 56.2%, but after the Stakeholder Conference changed it to 63.7% by reducing the 
weightings for Run-it-Right and CEM.. 
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4 BUDGETS 

 
4.1 Background 
 

4.1.1 As noted in the last section, the utilities have complained that the Board increased their 
targets by 10% without increasing their budgets.  In this Mid-Term Review, in 
addition to trying to reduce the targets, the utilities are also trying to increase their 
budgets. 

 
4.1.2 Given than Enbridge and Union are amalgamating, it is difficult to discern at this point 

which of the various budget and target proposals are currently being pursued.  
However, it does appear clear that both utilities are still seeking either a 10% increase 
in budgets, or a 10% decrease in targets.     
  

4.2 General Increase 
 

4.2.1 Union18 and Enbridge19 have both asked that their budgets be increased by 10%, 
essentially on the basis that their targets were increased by 10%, and to require them to 
deliver more with the same amount of money (i.e. greater productivity, as the Board 
noted) is unreasonable and unfair.    

 
4.2.2 In their January submissions, the utilities appear to have abandoned their direct request 

for more money, although Enbridge is seeking the Customer Incentive Fund, which is 
basically the same thing (see below). 
  

4.2.3 To the extent that the requests for general 10% budget increases remain, SEC submits 
that the utilities have not provided any evidence that they need it.  If they truly believe 
that they should be able to collect more money from the customers to spend on DSM, 
then they should file an Application, with supporting evidence, to increase their rates 
to fund higher DSM spending.  After proper discovery and testing, the Board can then 
determine if rates should be increased for that purpose, consistent with the Board’s 
mandate under the Act. 
 

4.3 Customer Incentive Fund 
 

4.3.1 Enbridge is seeking approval of a Customer Incentive Fund20, which is basically an 
additional 10% of budget made available for incentives (not overheads) if the base 
budget is insufficient. 

 

                                                 
18 Union September, p. 20 
19 Enbridge September, p. 25. 
20 Enbridge January, p. 36-38. 
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4.3.2 SEC notes three things in this regard. 
  

4.3.3 First, each utility already has a DSMVA, which allows them to spend additional 
customer money on DSM for offerings that are successful. 

 
4.3.4 Second, each utility is already permitted to shift budget between programs and 

offerings, subject to limits, if more money is needed to achieve success in a particular 
area. 

 
4.3.5 Third, the Board already made a determination that the utilities could achieve their 

higher targets with their current budgets. 
 

4.3.6 What Enbridge is requesting is an additional 10% - $16.8 million – over and above the 
DSMVA, to provide extra money not for successful achievement of targets, but to 
buttress lack of success in achieving those targets.  If an offering is unsuccessful, 
Enbridge wants to be able to spend more money on it. 

 
4.3.7 SEC submits that this proposal is an ill-conceived attempt to change the decision on 

the Enbridge DSM plan.  It should, in our submission, be rejected. 
 

4.4 Energy Leaders 
 

4.4.1 The Board expressly determined that it would provide Energy Leaders funding for a 
limited period, and see how it went.  Enbridge has now filed a report, which shows 
that the money was spent, and good results were achieved.   

 
4.4.2 Enbridge has proposed to continue the budget at the same level, and has suggested 

reasonable targets for results in the remaining years.  The program is clearly cost-
effective, and it is clearly driving leading edge technology. 

 
4.4.3 This is a small budget adjustment, and does not appear to be opposed by any of the 

parties.  In SEC’s view, the Board should approve it. 
 

4.5 Energy Literacy 
 

4.5.1 Enbridge was funded for 2017 and 2018 for an Energy Literacy program.  The Board 
directed the utilities to work together to develop a joint Energy Literacy program, 
along with IESO and others, and make a proposal for the program for 2019 and 
beyond. 

 
4.5.2 Union advises the Board21 that it has not developed such a program, and will not do so 

until the Board approves a $250,000 per year budget for that program, sight unseen. 
                                                 
21 Union October, p. 19. 
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4.5.3 Enbridge, on the other hand, advises22 that they cannot develop anything together with 

Union or anyone else until Union gets a budget for this.  Therefore, they have also not 
made any joint proposal. 
 

4.5.4 Enbridge has, however, asked for additional funds for this program, $500,000 in each 
of 2018-202023.  Enbridge has proposed that their scorecard include no metrics for this 
program24. 
 

4.5.5 The Energy Literacy program may well be a useful addition in the future.   SEC 
believes, though, that if the utilities are not willing to make a proposal to the Board, 
after the Board requested that they do so, there is nothing for the Board to fund.  When 
the utilities do have a program to propose – one that includes joint delivery and 
performance metrics – that is the time for the Board to consider whether it is an 
appropriate use of customer funds. 
 

4.6 Residential Adaptive Thermostats 
 

4.6.1 Both programs included activities for residential adaptive thermostats, Enbridge as 
part of a full program in conjunction with Toronto Hydro, and Union as a pilot.  Union 
is now asking for an additional $1.5 million per year to continue the program, that 
budget sized specifically to be equal to Enbridge on a per customer basis25.  Union 
specifically notes that its program would achieve synergies through joint delivery with 
Enbridge, electrics, GreenOn, etc.26 

 
4.6.2 However, there is currently uncertainty as to whether there will be funding available 

on the electric side, in either service territory, and whether the program could be 
delivered more effectively as part of a combined DSM effort between the gas utilities 
after they merge their DSM programs as part of amalgamation. 

 
4.6.3 SEC submits that it is premature to provide additional funding for this program.  If the 

utilities believe that this should be a higher priority than other things they are doing, 
they have room within their combined budgets to provide money for this.  For the 
Board to order additional funding, it would have to have better evidence, particularly 
with respect to the continuing potential for this program to be delivered in conjunction 
with electrics.  The Board would also, we believe, want to understand how delivery of 
the program in both the Union and Enbridge franchise territories will generate 
economies of scale and therefore greater cost-effectiveness. 

                                                 
22 Enbridge October, p. 27. 
23 Enbridge January, p. 36. 
24 Enbridge January, Appendix C. 
25 Union January, p. 5. 
26 Union January, p. 4. 
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4.6.4 In our submission, this additional evidence is better provided as part of the review of 

the next framework and plans. 
 

4.6.5 SEC also notes that the additional cubic meters Union proposes to add to the scorecard 
is likely to be the subject to testing during the eventual hearing on the proposal.  At 
this point, the Board has insufficient information to be comfortable that the 2,665 net 
lifetime cubic meters per adaptive thermostat is a realistic assumption for this 
expanded program.   
 

4.7 Changes to Budget Flexibility 
 

4.7.1 The utilities propose that, when they move budget around to chase successful 
programs, as they are allowed to do, they should also be allowed to move shareholder 
incentives around as well.   

 
4.7.2 While this sounds intuitive, it is not.  When the Board approves scorecards, it is 

implicitly approving a formula for determining shareholder incentives.  If you allow 
the utility to change the scorecards to give greater incentives for successful programs, 
inevitably that will mean that shareholder incentives will increase. 

 
4.7.3 However, it is worse than that, because not all offerings cost the same.  If you allow 

incentives to move with budget, that opens up the opportunity for the utilities to move 
budget, not because of success, but because it is easier to achieve some results than 
others.  The Board’s work in balancing customer sectors and other factors can be 
ignored. 

 
4.7.4 The structure of the incentive system should not, in our submission, be designed so 

that the utilities are encouraged to game it in order to improve their financial reward.  
The system should always encourage only delivering results. 

 
4.7.5 SEC submits that the scorecard weightings already adjust for the fact that some 

programs are more successful than others.  They have been designed with that in mind.  
To allow further utility flexibility – related to their own compensation – is in our view 
just asking for problems.     
 

4.8 Administrative Costs 
 

4.8.1 SEC continues to be concerned about the level of overhead and administrative costs in 
the utilities DSM departments.  There are three components to this issue. 

 
4.8.2 Dunsky Study.   The Dunsky study filed by the utilities compared the administrative 

and overhead costs between them, and to other utilities offering substantial DSM 
plans.  Unfortunately, because the budgets of the two utilities categorize costs 
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uniquely, both with respect to each other and with respect to other utilities delivering 
DSM, Dunsky admits that benchmarking those costs is not really possible. 

 
4.8.3 The utilities should, as part of the integration of their DSM programs during their 

amalgamation phase, standardize their accounting and reporting, not just within their 
combined organization, but also compared to programs in other jurisdictions.  This 
will facilitate future benchmarking.  Below we suggest a way of doing this. 

 
4.8.4 Inclusion of All Costs.  Both utilities now admit that significant administrative costs 

that are directly related to DSM are not included in their DSM budgets.  Enbridge, for 
example, notes “the following DSM costs are recovered through distribution rates, 
outside of DSM administrative and overhead budgets:”27.  Union excludes similar 
items from their budgets28. 
  

4.8.5 To put that in perspective, the Dunsky report lists approved 2016 overheads in the 
current plans of $31.2 million29, which Dunsky says is probably overstated.  However, 
substantial DSM costs were not included. 

 
4.8.6 For example, the total of the three categories listed by Enbridge – benefits and STIP, 

internal shared services, and space/assets uplift – appear to comprise more than 30% 
of Enbridge’s current OM&A, while salaries and wages account for about 40%.  Thus, 
if the salaries and wages component of the utilities’ DSM overheads are, say $24 
million, the additional amounts customers are paying for the excluded items are 
probably another $18 million30.      
  

4.8.7 In our submission, the utilities’ DSM budgets in their current format are misleading.  
The Board should direct the utilities, in their next plans, to file budgets showing all 
DSM-related costs, direct and indirect, and to do so in the same format as they file 
OM&A budgets in rate applications.  That is, they should file their budgets by type of 
expenditure (salaries and wages, audit fees, etc.), and by project/program (residential 
resource acquisition, savings by design, etc.).     
  

4.8.8 Cost-Effectiveness Testing.  SEC notes that the addition to the budgets of material 
costs that were previously excluded could impact the cost effectiveness of some parts 
of the utilities DSM plans.   
  

4.8.9 SEC submits that the Board should require the utilities, in their next DSM plans, in 
addition to full transparency on their administrative and overhead costs, to provide an 

                                                 
27 Enbridge Submissions, p. 8. 
28 Union October, p. 29. 
29 Dunsky, p. 3. 
30 This is a guess, of course.  The utilities have not provided sufficient detail on their administrative costs for the 
Board to actually estimate them with any accuracy. 
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allocation of all costs to individual offerings, with a test of cost-effectiveness of each 
offering on a fully-allocated basis.   This is how all other aspects of the utilities’ 
business are costed.  DSM should follow the same “fully allocated” protocol.   

 
4.8.10 Even if the Board may ultimately conclude that certain offerings that would otherwise 

not be cost-effective should continue, it should do so with complete information.   
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5 SHAREHOLDER INCENTIVES 

 
5.1 General 
 

5.1.1 Many of the utility proposals are, indirectly, attempts to change how their 
shareholder incentives are calculated.  They have, however, been couched as 
matters relating to other issues, such as evaluation and audit, or the weighting of the 
scorecard.  We have dealt with those proposals under those various headings, 
elsewhere in these Submissions. 
 

5.1.2 For ease of reference, SEC notes some of the proposals that are intended to make it 
easier to earn shareholder incentives: 
 
(a) Change to a fixed net to gross.  This would artificially increase the results 

reported by the utilities beyond what they actually delivered. 
 

(b) Customer Incentive Fund.  This would increase budget without increasing 
targets, making it easier to achieve the targets. 

 
(c) Reduce targets by 10%.    

  
(d) Reduce the productivity expectation for Market Transformation.  

  
(e) Change the weightings on the scorecards so that some results will drive higher 

incentives (Savings by Design), while others will have less impact (lifetime 
cubic meters).    
  

(f) Ability to shift shareholder incentive money on the scorecards at the same time 
as shifting budget money.  This would encourage the utilities to optimize 
shareholder incentives, rather than optimize customer benefits.  

  
5.1.3 SEC understands it is human nature for the utilities to want to make achieving their 

incentive dollars easier.  SEC submits that the Board, on the other hand, should 
expect more from the utilities, not less.  
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6 SPECIFIC PROGRAMS 

  
6.1 Enbridge – Multi-Year Commitments and DSMPIDA 
 

6.1.1 SEC has elsewhere proposed an adjustment to the TAM to deal with the calculation 
of targets for offerings with multi-year commitments, such as Savings by Design.  
Enbridge is also asking for a deferral account to track future year commitments 
today, as if the money had been spent.  
 

6.1.2 As we have noted earlier, this proposal originally came up in 2013, and then in the 
2015-2020 Plan.  Hindsight being 20-20, it probably would have been best if it had 
been dealt with fully in EB-2013-0383, instead of being abandoned.  Enbridge has 
not pursued it because all of the implications of the proposed deferral account on 
rates, and on the DSMVA, have not been worked out. 
  

6.1.3 This is undoubtedly a problem that has to be resolved, but the simple deferral 
account proposed in this proceeding is not the right way to solve it.  This is part of a 
larger question of the proper matching of DSM spending with results, which not 
only affects Savings by Design, but also many of the more normal custom projects. 
  

6.1.4 SEC therefore submits that the Board should reject this request at this time, but 
encourage the utilities to engage with their stakeholders to find a workable solution 
to the increasing use of multi-year commitments to drive DSM.   

 
6.2 Union – Open Bill 
 

6.2.1 Union notes that it has been working with Enbridge to learn about the Enbridge 
Open Bill program, and now expects to launch its own Open Bill, for DSM at least, 
in Q3 201831.  Given the passage of time, it is not clear that the Q3 target continues 
to be realistic.  
 

6.2.2 SEC is concerned that, with the amalgamation of Union and Enbridge, the 
residential billing systems are going to be combined into one system, almost 
certainly based on the Enbridge system.  Thus, any money spent to add Open Bill to 
the legacy Union system will be wasted. 

 
6.2.3 SEC therefore submits that, unless the investment to include Open Bill in the Union 

system has already been made or committed, Union should pause that process at the 
present time.  Open Bill should instead be included as one of the components of the 
combined Amalco CIS/billing system when it is rolled out.  This will a) ensure 
consistency between the service territories, b) simplify participation by contractors 

                                                 
31 Union January, p. 11. 
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and other service providers, c) support province-wide branding and other 
advantages that will improve end-user participation, and d) save money32. 
  

6.2.4 Since Open Bill would otherwise be funded by the DSM budget for Union33, saving 
this essentially wasted spending should free up funds for some of the other 
priorities Union talks about in their various submissions.   
  

                                                 
32 Central to the proposal of the utilities to amalgamate was that amalgamation has benefits.  This is a perfect 
example of the truth of that statement. 
33 Union January, p. 13. 
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7 COLLABORATION WITH ELECTRICS 

 
7.1 General 
 

7.1.1 SEC does not believe it is appropriate for the Board to spend any time right now 
reviewing the utilities’ work in collaborating with the electrics.    
 

7.1.2 We are in a period of significant change when it comes to conservation spending.  
While the utilities should certainly be very attuned to those changes, and how they 
may affect their DSM programs in the future, significant investment in joint 
activities should, in our view, be limited until the new landscape is clearer.  There 
is a real risk that money spent today will be wasted as the situation evolves. 
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8 INTEGRATED RESOURCE PLANNING 

 
8.1 General 
 

8.1.1 SEC has reviewed a draft of the GEC-ED submissions on integrated resource 
planning, and generally agrees with their analysis and conclusions.  
 

8.1.2 SEC further notes that, with the potential that the cost-effectiveness of conservation 
programs will come under increasing attack over the next couple of years, IRP is 
even more important.   

 
8.1.3 It is often a challenge to convince skeptics that future savings – especially those 

calculated using the complicated system of engineering assumptions currently used 
in Ontario – are actually real.  This is particularly true when actual gas consumption 
per customer around the province is not declining at all (in some years), or not 
declining at a rate consistent with the many millions of dollars spent on DSM in the 
last twenty years.  While there are obviously arguments that support the value of 
past DSM, it is also probably true that evaluation methods have improved over 
time.  Previous claims may have been higher than would be verified under current 
approaches.  All of this feeds the arguments of conservation skeptics. 
  

8.1.4 IRP is simpler and easier to grasp.  Increasing the size of a pipe to serve new 
subdivisions will cost $5 million, say.  If we spend $2 million on targeted DSM in 
that specific area, that new pipe can be deferred well into the future, and the local 
residents and businesses affected have lower bills.  This is not a complicated 
equation, and it doesn’t depend on what a skeptic might label “wishful thinking”.  
If we actually didn’t invest in the bigger pipe this year, that money has not been 
spent.  Simple as that.  Every year we don’t spend the capital dollars, the DSM 
spending is further justified. 
  

8.1.5 Gas distributors make their money through the ROE on capital investments, so they 
are not incented to replace capital spending with DSM spending (although, see 
below).  They will move only very slowly in the direction of IRP unless the Board 
encourages them in a forceful way to speed it up. 

 
8.2 Amortization of DSM Investments 
 

8.2.1 SEC agrees in principle with other parties that we know will be proposing the 
amortization of DSM investments, much like capital investments in gas distribution 
infrastructure.  The spreading of costs with long term benefits/returns over that 
same payback period has intuitive merit, and should be considered by the Board. 
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8.2.2 That having been said, the mid-term review is not the appropriate time to be 
making such a major change.   

 
8.2.3 In the next framework, there may well be a place for amortization of DSM 

spending, based on appropriate proposals and supporting evidence (including 
expert analysis, where appropriate).  At this time, it would be helpful if the Board 
encouraged the utilities to review the potential for this option, and develop evidence 
analyzing the issues and potential benefits it would create.   
  

8.2.4 In the meantime, the current method of expensing DSM spending immediately 
should, in our submission, be continued.           
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9 OTHER MATTERS 

 
9.1 Costs 
 

9.1.1 The School Energy Coalition hereby requests that the Board order payment of our 
reasonably incurred costs in connection with our participation in this proceeding.  It 
is submitted that the School Energy Coalition has participated responsibly in all 
aspects of the process, in a manner designed to assist the Board as efficiently as 
possible. 

 
 
 
All of which is respectfully submitted. 
 
 
 
Jay Shepherd 
Counsel for the School Energy Coalition 
 



The CPSV Process 



The Addition of NTG  



Replacing a Measured Value with an Assumed Value

“Moving the Goalposts”  





Background

“[Question:]  Please specify where in Navigant’s report that Navigant 
states the NTG study completed by DNV did not leverage a best-practice 
approach and should therefore not be considered as a reasonable proxy for 
the influence of Enbridge’s programs. 

[Response:]… The scope of work for the Navigant study referenced above 
did not however call for it to comment on the NTG study completed by DNV. 
Accordingly, the Navigant report included at Exhibit B, Tab 6, Schedule 1 
does not contain such a statement on the NTG study completed by DNV.”19

“For example, DNV made judgments in the scoring algorithm, such as the 
use of a 48 month cut-off. The Navigant team is not criticizing the DNV or 
any specific judgments. All research requires certain judgments.”20



Critique  

Board Requirements.



Selection of Auditor/EC. 



Use of Self-Report Survey

Sensitivity Analysis. 



48 Month Cutoff

Delay.



Spillover. 





Secondary Attribution.



“The surveys can be designed to capture either type of NTG, but we do not 
recommend attempting to capture both the current program and cumulative 
program versions of attribution and spillover at once; this would result in 
longer, more confusing surveys for customers.”   



SEC Conclusion  



The Former EM&V Process 



The 2015 Process 





SEC Conclusion 
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