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Wednesday, March 2, 2022
--- On commencing at 9:30 a.m.

MR. MURRAY:  Good morning, everyone, and welcome to day 3 of the technical conference for Enbridge's DSM application.

Next on the schedule we have panel 4, Energy Futures Group, and I would ask Mr. Poch to introduce the panel.

MR. POCH:  Yes.  GEC and Environmental Defence have jointly sponsored the evidence of Energy Futures Group, and the witnesses are Mr. Chris Neme and Ms. Stacy Sherwood, and they are available for questions.
GREEN ENERGY COALITION/ENVIRONMENTAL DEFENCE - PANEL 4

Chris Neme

Stacy Sherwood

MR. MURRAY:  Thank you very much, Mr. Poch.  First on the list in terms of questions is School Energy Coalition.  Mr. Shepherd, the floor is yours.
Examination by Mr. Shepherd:


MR. SHEPHERD:  So I just have a few questions.  I want to start with the concept of -- which is covered in a number of interrogatories -- about making shareholder incentives dependent on actually reducing gas use as opposed to measured bottom-up gas use.

And I understand from your responses that you think that that's a problematic approach, to say you have to change the trajectory of gas or you can't get any incentives.

Can you expand on that.


MR. NEME:  Sure.  So we start by saying -- that I'm not sure that I would characterize our response as saying that that's problematic.  Rather I would say it's complicated and challenging.

I have some sympathy for the concept, but I recognize that there are a variety of things that can affect sales of gas or energy more generally, and that if you were going to adopt a performance metric that relates to absolute reductions of gas sales, number one, you would have to be careful to adjust for at least some of the more -- potentially more important elements of demand or drivers of demands, like weather for example, and perhaps even economic -- levels of economic activity.

And you would have to have that metric in place as a multi-year metric because that's not something that I think can be easily affected in a significant enough way to measure it, you know, one year over the next.  It probably has to be a five year or longer kind of time horizon.

And the last thing I would say is that I don't believe that there is a jurisdiction that has yet tried that kind of approach and so if Ontario were to try it -- and I think we suggested this in our evidence, actually -- it should try it on a small scale, you know, with a modest portion of the shareholder incentive attached to it, and to understand how it could work.  And how to refine it over time.

MR. SHEPHERD:  So in 5.SEC.1.GEC.1, I don't think you need to turn it up, but you can if you want, you said basically that for the weather sensitive loads you could measure weather-normalized gas sales.

MR. NEME:  Yes.

MR. SHEPHERD:  And that would cover the biggest of the variables, right?

MR. NEME:  If you are talking about the residential sector that would probably be the biggest of the variables, yes.

MR. SHEPHERD:  Yes.  For the business sectors you would measure energy intensity, which is basically the denominator is GDP.  Right?

MR. NEME:  Yes.

MR. SHEPHERD:  And would those, would those cover enough to be relatively accurate portrayals of gas use over time?

MR. NEME:  When you say relatively accurate portrayals of gas use, do you mean relatively accurate portrayals of reductions in gas use over time?

MR. SHEPHERD:  Yes, yes.

MR. NEME:  Let me put it this way.  I think that
the -- that that would probably be a good place to start, or those would be probably really good places to start.  I am the not sure I explored the topic deeply enough to think about any other significant adjustments that might need to get made, but at first blush, that would seem like the right place to start and probably give us a decent indication of how those effects are being experienced over time.

Again, with a couple of caveats.  One is that it has to be a long enough period of time so that that you are not just, you know, any downward affects on efficiency programs on demand are not getting lost in the noise of the numbers; and the level of effort would probably have to be significant enough, too.

So if you have a DSM portfolio that's expected to generate savings equal to 0.1 percent of sales, even if you're doing it for five years, that may not be enough to actually truly measure at the end of five years whether significant change has occurred.

If you are getting one percent of sales over five years so that it would should add up to 5 percent roughly speaking at the end of five years, so you have a combination of aggressive enough levels of savings inhibition and a long enough period of time so that the combination of those two things ought to be discernible, then, yes.

MR. SHEPHERD:  Okay.  That actually leads to another question I had and that is in 6.OEB.Staff.2.GEC.1, on the second page.  And you've referred a number of times to the Michigan test, right?  And Michigan, as I understand it, says no shareholder incentive unless you reduce gas sales relative to what they would have been -- not absolutely -- by three quarters of one percent.

MR. NEME:  Correct.

MR. SHEPHERD:  And you've said on page 3 of Staff whatever that was, that you think that a threshold of 0.6 would be okay in Ontario.  Why would you use a lower number than Michigan is using, given the size, the substantial size of the budget being proposed here?

MR. NEME:  Well, a couple of things.  So, first substantial size of budget I think you have to be careful with, because it's a very large service territory and it's problematic to look at, you know, millions of dollars and compare that across jurisdictions without controlling for the size of the service territory.

But with that said, I guess the response I would give, Mr. Shepherd, is that when Michigan first got started with their efficiency programs, they ramped up to the 0.75 level.

And then in 2016, they passed a law that said you can get even higher shareholder incentive if you get up to one percent and the utilities ramped up to exceed one percent.

Because Enbridge's savings historically and in recent years have been less than half of a percent, we thought that starting at 0.6 as a starting point is an improvement over where they have been and where they have planned to go would be a reasonable place to start.

MR. SHEPHERD:  Would you think that in a five-year plan increasing that over the plan, that threshold over the plan would make some sense?

MR. NEME:  Well, I think what we have proposed is that similar to what Michigan has done, is that you know, that could be the threshold to get started.  But the amount of incentive that you could earn would increase as you get up to 0.7 and 0.8 and 0.9 and one, and so on, so that there is actually an inducement, just as there is in Michigan, for the utilities to aim higher.

MR. SHEPHERD:  Michigan shows that this can work, right?  It actually worked there.

MR. NEME:  Correct.  Sure.  It was in a way kind of remarkable.  As soon as that law passed in December of 2016 -- now this is an example on the electric side.  I don't recall if it was exactly the same way on the gas side.  But on the electric side, they did the same thing.  They were providing shareholder incentives if you got at least one percent of electricity savings.

And the same law in 2016 said you can get more shareholder incentive or you would max out on the amount of shareholder incentive you could earn if you went up to one-and-a-half percent.

Within three months of that law passing, at least one of the utilities -- and I can't recall if it was both of the two major utilities, but at least one of them came in and said we want to amend our plan for 2017 and we can ramp up to one-and-a-half this year from the 1.0 they had been planning on.

And you know, to my mind, that was just kind of great anecdotal evidence that when there is motivation, significant additional cost-effective savings can be captured when utilities are sufficiently motivated to capture it.

MR. SHEPHERD:  Okay.  I want to turn to a somewhat related subject, and that is billing analysis.  And you responded to 2.BOMA.1 essentially saying let's not look at billing analysis as the be all and end all, because it also has some methodological issues that have to be addressed.

You're not saying you don't like the analysis.  You're just saying you have to do it right.

MR. NEME:  Yes, right.  I think billing analysis has a really important role to play in the evaluation of utility efficiency program performance.

It's just that you can't -- like everything else, it is complicated.  You can't simply say, okay, from now on all we're going do is billing analysis, or we're going to measure change and consumption from before the measure was installed to after it was installed, because that won't tell you how much your efficiency program actually saves for certain types of measures and certain types of programs.

So you have to use it smartly and judiciously in the ways that are appropriate for the types of programs that you are evaluating.

MR. SHEPHERD:  So it is true, though, as I think I understood from your answer that the bigger the group of buildings, for example, if that's what you're measuring, that you are using, the more useful billing analysis information usually is -- unless there is some common cause factor that's skewing the numbers.

MR. NEME:  The bigger the group, the more accurate your estimates will be, that's true.  But it's -- the size of the grouping is definitely not the only thing that matters. The type of program whose impacts you are analyzing matters, too.

So for a pure retrofit program where you are going in and renovating a house, you're adding insulation and smart thermostats and other things that weren't previously in the house and wouldn't have been installed in the house absent a program, you can use billing analysis to measure the difference between pre installation and post installation consumption.  And if you have a large enough population of participants that went through that program, that will make your estimates even more accurate.

In contrast, if we're talking about rebate programs for new gas consuming equipment like, you know, commercial kitchen equipment, commercial fryers, measuring consumption pre to post, there's probably a couple of problems, at least two problems with that.

The first is, is the fryer actually consuming enough gas relative to the overall gas consumption in that building that you can actually discern it statistically?  You know, the savings -- the measures and the savings from those measures have to be substantial enough that they don't get lost in the noise of the numbers.  So that is one thing.

But even more importantly in that particular example, the baseline, if you were measuring -- let's say you could measure the difference statistically from somebody's bill between when they -- before they installed the new gas fryer and after they did.  That would actually not be a good indication of the savings, because if the reason they replaced their fryer was that the old one was -- to use a technical term -- crapping out on them, or had died, the baseline is what standard new fryer they would have had to purchase, not the really bad fifteen-year-old one that they just got rid of whose consumption was reflected in the pre-installation period.

So again, it is the type of program you're analyzing has a significant impact on the applicability of billing analyses.

MR. SHEPHERD:  Okay.  So I want to -- that's very good, thanks.  I want to turn to another area and that
is -- you will see it in 8.CCC.6, you talk about -- and we heard some discussion about this the other day in questions of Enbridge, about the incentive to increase savings overall.

And this is a problem, as I understand what you have said, it is a problem of a target-setting system.  If you set targets, then you're only incented to meet targets; you are not incented to actually deliver results.

And this sort of -- that recommendation is completely unrelated to the type of the Michigan example, for example, or the absolute gas savings example.  This is not about -- this is not about absolute gas savings.  It is actually about how high do you aim, right?

MR. NEME:  I'm not sure I am understanding the question, Mr. Shepherd.  Can you repeat it?  I'm sorry.

MR. SHEPHERD:  I am trying to contrast three different areas of discussion.  One is absolute gas savings, which SEC has suggested.  The other is the Michigan example, which is gas savings relative to what would have happened to a counterfactual.

And the third is what you are talking about here, which is increasing overall portfolio savings rather than just aiming it to markets.  Those are different things, right?

MR. NEME:  Well, I think what you just articulated is very much related to the Michigan example that we just discussed.

One of our points is that the utility comes forward with a plan and a set of performance targets, the presumption is that the shareholder incentive -- the maximum shareholder incentive dollars that they can earn is the same as it was last year or in previous years, or may be the same adjusted for inflation, and then they come forward with a plan with metrics that show how they're going to -- that determine how much of that money they can earn.

There's no incentive in that construct to come forward with a plan that is more ambitious because from the get-go, the presumption is the amount of shareholder incentive we can earn is fixed.

And what the Michigan example that we just discussed kind of changes that.  It says if you come forward with this level of ambition in aggregate, the maximum shareholder you can earn is X.  If you come forward with a higher level of am ambition, the maximum amount of shareholder incentive you can earn is X plus.

MR. SHEPHERD:  Okay.

MR. NEME:  Does that answer your question?

MR. SHEPHERD:  I see that relationship.  Thank you.  I want to turn to another area, and that is electrification, and I will start by looking at 10a of CCC.11.

This is one in which you are talking about the Whole Home Program, and you basically said you shouldn't be incenting gas heating or gas space heating or water heating.

So the obvious question after that is, well, should you be incenting -- as a gas utility, should you be incenting electric space heating and water heating?

MR. NEME:  That is a thorny policy question.  The gas system over the long run -- well, not just over the long run.  It's starting now.  It needs to start materializing if we are to meet our climate goal.

So if you believe that is one of the things that the gas utilities efficiency programs ought to be supporting, and I believe it was one of the secondary objectives the Board had articulated, then that absolutely needs to be part of the considerations when you determine what types of measures ought to be promoted.

Enbridge has proposed promoting hybrid heat pumps that would be partial electrification using the electric heat pump down to a certain temperature presumably and then, during very cold periods, switching over to gas.

I think it is reasonable, in the current time frame for gas utilities to promote those kind of hydrocarbon heating systems.

Should they be promoting entirely all-electric systems, completely getting homes off of gas?  In -- at least in the context of IRP, where doing that could help to defer a substantial system upgrade, I would say that the answer to that should be yes.

I don't know if it's the -- absent the broader policy construct, I am not sure it is the place that would make sense for the utility to go, just in, you know, the overall service delivery with respect to DSM.

MR. SHEPHERD:  So if I understand what you are saying -- and I took this from some of your interrogatory responses, too -- somebody should be incenting electrification of space heating.


MR. NEME:  Yes.


MR. SHEPHERD:  The only question is, should it be Enbridge?

MR. NEME:  Yes.  Somebody absolutely should.  Whether it should be Enbridge I think is a broader policy question.  I will note that I've been involved over the last year or so in my home state of Vermont in developing a policy construct called the Clean Heat Standard.

The clean heat standard would essentially be a performance standard that would be applied to Vermont Gas, and to the wholesale suppliers of fuel oil and propane.

And it would require them to kind of like an electric RPS, an electric renewal portfolio standard, to demonstrate that they've earned a growing number of clean heat credits over time at a pace sufficient to ensure that the state meets its greenhouse -- commitments to greenhouse gas emission reductions, which in our one example of which is here, a 40 percent reduction relative to current levels by 2030.

In that context, credits can be earned for complete electrification, partial electrification, renewable gas, various other renewable district heating, various other measures, and in the context of that overall target-setting and an umbrella policy, absolutely, at that point the gas utilities have, should consider whether to invest in complete electrification as well as partial electrification of their loads.

I will note that Vermont Gas, as of February 1st the law has not yet passed.  It is moving its way through the legislature, but potentially anticipating Vermont Gas as of February 1st has started rebating and providing leases for heat pump, electric heat pump water heaters to get their gas customers off of gas water heating.

But that's not -- that's outside of just energy efficiency programming.  It's you know, part and parcel of a broader policy framework.

MR. SHEPHERD:  And it is something that the legislature has done.  Not a regulator?


MR. NEME:  Well, the legislature is considering this policy.  They haven't adopted it yet.

MR. SHEPHERD:  Yes.

MR. NEME:  Vermont Gas has anticipated that some of this is coming and has asked the regulators to approve some of the initial first steps in this direction, but we do not yet have that policy framework established.

What we do have is binding emission reduction targets that we know are going to force the gas industry and the fuel oil and propane industry in the state to have to significantly cut sales of fossil fuels.

MR. SHEPHERD:  Excellent.  I have two other areas of questioning.  Just as a time check, Mr. Murray, I will not have questions of the next three panels.  So I may use a little bit of that time to finish this, but then the next three I won't have any.

I want to turn to the concept of an independent third party managing DSM programs.  And this is not new, this is something that's been done elsewhere, in fact you have direct experience of that, right, Mr. Neme?

MR. NEME:  I do.  I worked for many years for the Vermont Energy Investment Corporation which runs Efficiency Vermont, and I was on the management team for both the EIC and for the Efficiency Vermont contract, which is a state-wide, independent delivery agent for electric efficiency measures, and some efficiency measures also targeted to unregulated fuels like propane and fuel oil.

MR. SHEPHERD:  Now, two things about that that you've said in your interrogatory responses.  One is that utilities have an inherent conflict in promoting conservation, because they're promoting reductions in their business.  Right?

MR. NEME:  Correct.

MR. SHEPHERD:  And the second is that if you have an independent third party, you can also give them fuel-neutral agnostic responsibility, which makes for better conservation programming.  Is that right?

MR. NEME:  That's also true, yes.

MR. SHEPHERD:  Do you know whether -- have there been any studies done of whether utility-delivered versus independent-delivered programs have been more successful throughout the United States?  It sounds like something that somebody would have studied sometime.

MR. NEME:  I would imagine somebody has written on that topic.  I don't recall a particular paper or report on it, but I would imagine if one did some digging one would find that that work has been done for the reasons you said.

I can speak to my own personal experience on it, but I don't have kind of an example of a report that I can point you to immediately.

MR. SHEPHERD:  You have -- you have sat on a number of committees and supervisory bodies and stuff like that, involved in programs throughout the United States that include both utility-run and independent-run --


MR. NEME:  I have.

MR. SHEPHERD:  -- programs; right?


MR. NEME:  I have.

MR. SHEPHERD:  In both gas and electricity.

MR. NEME:  Yes.

MR. SHEPHERD:  What is your experience?  Is the independent better or worse?  Does it depend on the people?  What can you tell us?  How can you help the Board with this?

MR. NEME:  Well I will say a couple of things.  One is that both approaches can be successful.  There are examples of very good utility-run efficiency programs and bad ones, and there are examples of very good independent agency-run efficiency program portfolios and others not as good.

I think in many respects what would -- what drives whether those programs, utility-run or independent third-party-run are good or weak or not has a lot to do with the kind of broader policy, regulatory policy construct.

Efficiency Vermont I think has been enormously successful, much more successful than the electric utilities were before it, but I think part of the reason for that is that the regulators have been very careful to give, to set kind of broad policy objectives and goals and to not -- to provide flexibility for Efficiency Vermont to be nimble in responses to things that they see in the market and change things quickly and move in new directions and not be micro-managed.

I think another reason efficiency --


MR. SHEPHERD:  Sorry, Mr. Neme, can I just stop you for a second?


MR. NEME:  Yes.

MR. SHEPHERD:  Is that one factor in choosing between independent and utility-run that is, is that an independent does not need to be as closely managed?  Is that a fair intuition on my part?

MR. NEME:  I think that that is probably true of both the independent and utilities that, having flexibility to adapt to market feedback is important to both.

I do take your point that conceptually you probably -- there's probably less of a need for regulators to be worried about the level of oversight that they provide for the independent entities.  You can say I don't have to worry about conflicts -- the same kind of conflicts of interest that might be inherent.

So, yeah, there might be a small advantage there.

MR. SHEPHERD:  But -- sorry, I interrupted you.  Go ahead and continue.

MR. NEME:  Yes.  So having that flexibility makes both approaches work better, but particularly the independent third party as you noted is probably easier to provide that flexibility.

In the efficiency Vermont case, they also have regular access on a highly kind of regulated and confidential basis to all of the customers' billing data.  That was a decision the regulators made, and that kind of eliminated one of the few advantages that exist for independent -- or for the utility-driven model.

I will say that, you know, I did work -- I was kind of on the management team for the delivery of efficiency programs through an independent entity that was hired in New Jersey,  where it was challenging and where the utility model was probably better.  And the main reason for that was state contracting that, you know, they put out a RFP to hire an independent third party.  They had 100 plus pricing line items and that method, every time you wanted to change a program design where it no longer had a rebate X, we're going to rebate some new measure, or we helped change the efficiency standard, or we want to add an additional level of scrutiny to make sure installations are being done right, you had to change a pricing item.

The state contracting process was so cumbersome that it meant that it was really, really challenging to change program designs in ways that it wouldn't have been when you didn't have to go through state procurement for the utility.

So I think the bottom line in all of this is that both approaches can work well.  There are -- and a lot of the determination of how well they work is a function of that broader policy construct.

All other things being equal, if you had the ideal policy construct, I would lean towards saying that the third-party delivery could be a little bit better, and especially if we have to move into more neutral, fuel-blind approach to things.  But a lot of it depends on the rules put in place for it.

MR. SHEPHERD:  Just as a follow up on that, you sit on the EAC right now, right?

MR. NEME:  I do.

MR. SHEPHERD:  Would it be a reasonable sort of transitional step, if you like, to have an EAC type of entity, like a supervisory entity, not for evaluation and verification, but rather for program design and program oversight and delivery and operational oversight?  Would that -- that is an independent group like the EAC that could make the delivery by Enbridge more independent-like.  Do you think that is a reasonable approach?

MR. NEME:  My first kind of gut reaction is that the devil would be in the details.  It is difficult to answer that question in the abstract.  A lot of it would -- you would have to be really careful to strike a balance between oversight and input on major new directions or highly problematic things that might arise, and not getting into micro-managing.

You know, you could very easily end up down a rabbit hole if you didn't set it up right where you could make things worse by not enabling the utility to be as adapted to the market as they should be.

MR. SHEPHERD:  Okay, very good.  So my last area is the issue of amortization.  Now, you haven't -- you haven't made a recommendation on amortization, have you?

MR. NEME:  No.

MR. SHEPHERD:  But you've seen the recommendations from others, and you have indicated in interrogatory responses that amortization can help with dealing with rate impacts -- not with rate impacts, but with bill impacts for non-participants, right?

MR. NEME:  Yes.  They can play that role, and it also better aligns the timing of the costs with the timing of the benefits of the system.

MR. SHEPHERD:  It is matching.  It is like in accounting, you are matching benefits to costs, right?

MR. NEME:  Yes.

MR. SHEPHERD:  Over time.  But you haven't recommended it and my sense is that -- and tell me whether this is right, that unless -- if what was being proposed was take the current budget and amortize it so it has less impact today, you would probably say no, that is not worthwhile.  Whereas if the amortization allowed you to increase the budget substantially today, you would be interested in that as a possibility.  Is that right?

MR. NEME:  Yeah, I think that's fair.  I don't think that there is anything inherently problematic with ramping budgets to capture all or much more of the cost effective efficiency potential and expenses of it, as we have historically done.

But if that is determined by the Board to be challenging, and that amortization could address that challenge, then by all means that's a reasonable tool in the tool kit to use.

MR. SHEPHERD:  Okay.  So here's my follow up on that, which is the main reason I asked the question.  You've said on a number of occasions, in this proceeding and elsewhere, that customers are more often today and in the future getting off gas entirely.

And that's generally a trend that we're seeing over the next ten, twenty years, right?

MR. NEME:  It is a trend we're going to have to see.  I think we're only just beginning to see a little bit of it in some places.

MR. SHEPHERD:  So then are you not concerned with the stranding of those DSM assets, the regulatory assets that haven't been collected yet, if people exit the system?

MR. NEME:  That's a legitimate concern, but so is the concern of stranding capital assets for investment in new pipe.

MR. SHEPHERD:  True, true.

MR. NEME:  My intuition is that that's a -- although the company hasn't provided that information, that that's a potentially much larger risk of stranded assets.

To the extent that efficiency programs that are more aggressive would reduce that amount of capital investment
-- and by the way, the efficiency programs would be amortized over a much shorter period -- then those assets would be, they may well have a -- they may well actually reduce the amount of potential stranded assets that you are worried about.

MR. SHEPHERD:  Excellent.  Okay.  Can you look at 5.PP.6, 5.Pollution Probe.6, GEC.1?  And I am on page 6 of that response -- actually, on page 6 of the document.  That is what I am looking at.

You see this big drop in annual gas savings in your chart?

MR. NEME:  Yes.

MR. SHEPHERD:  This is net, right?

MR. NEME:  When you say net, you mean?

MR. SHEPHERD:  Free riders.

MR. NEME:  Yes.

MR. SHEPHERD:  Is that big drop the result of a change in assumptions as to free ridership?

MR. NEME:  I'm not sure.  I don't recall the details about why the 2020 savings numbers dropped relative to 2019.

It could be.  It could also have been affected by COVID.  I'm not sure.  I don't recall.

MR. SHEPHERD:  So this is actually your graph, right?

MR. NEME:  I believe so.

MS. SHERWOOD:  Yes, it is.

MR. SHEPHERD:  Can you undertake to advise what, if any, impact free ridership assumptions had on the shape of this graph?

MR. NEME:  Yes, we can make a best efforts basis -- on a best efforts basis, we can attempt to do that.

MR. SHEPHERD:  Thank you so much.  That's my questions.

MR. MURRAY:  That will be undertaking JT3.1.
UNDERTAKING NO. JT3.1:  TO ADVISE WHAT IF ANY IMPACT FREE RIDERSHIP ASSUMPTIONS HAD ON THE SHAPE OF THE GRAPH SHOWN IN IR 5.PP.6.


MR. SHEPHERD:  Thank you, Mr. Neme.  Sorry, Stacy, I didn't have any questions for you.

MS. SHERWOOD:  That's all right.

MR. SHEPHERD:  I apologize.

MR. MURRAY:  Next on the list is Pollution Probe.  Mr. Brophy.
Examination by Mr. Brophy:


MR. BROPHY:  Let me just open this window so I can see better.  Great.  Can everybody hear me?

MR. NEME:  Yes.

MR. BROPHY:  It is good to see you again, Chris, and welcome, panel.

Okay.  So let me just pull up this list.  I might as well just jump in.  You may not need to pull up all of the responses I am referring to, but you know, if you feel like you do, then just let me know.  I think they're being pulled up in parallel as well.

The first question was in relation to BOMA.1, and in the response to BOMA.1, EFG indicated that the impacts of DSM programs, as with any other policy or programs, should be measured relative to what would have occurred absent the programs.  Do you recall that?

MR. NEME:  Yes.  This is the topic that Mr. Shepherd and I were just discussing, or one of them.

MR. BROPHY:  Yes.  I believe so.  Okay.  Good.

So you have been involved with EAC, as Mr. Shepherd mentioned, and some other things, including IRP and other things going on in Ontario.

So you would be aware that there is an increasing number of energy and emissions programs going on in Ontario, you know, including municipalities pledging net zero and you know, IESO, et cetera.

Are you aware that there are other programs and they have been increasing?

MR. NEME:  I am aware that there are other programs, but not intimately familiar with all of the details of all of them.

MR. BROPHY:  Okay.  Well, the question really relates to you know, with all of these programs going on -- and I will get into more specific detail about some of them that have been put forward in this application.  It's about how to deal with attribution with this more crowded field.

I think it was earlier this week we had indicated, you know, back decades ago Enbridge was the only game in town with DSM but now that is not the case so it makes it a little more difficult.

So how can Enbridge's contribution be measured on people's choices to go ahead with any of these measures or programs with so many of these factors affecting participant's decisions to act?

MR. NEME:  Well, Mr. Brophy that is a great question and a challenging one.  I think the industry is wrestling with it and has been wrestling with it on an ongoing basis for a number of years, but you are right that across North America this is a trend that's been getting more challenging as more parties and government agencies and others have gotten involved in the energy efficiency world.

I think the short answer is that when evaluators look at what was actually accomplished, they need to have mechanisms for understanding what was actually driving customer decisions, and while there is never any perfect way to do this, to assigning reasonable levels of attribution, I would even go so far as to say that it is also reasonable to, to the extent we can anticipate where some of those overlaps are going to occur, to establish rules ahead of the game for how much attribution would be allowed and kind of only change those things, those assumptions or those rules on a forward-going kind of prospective basis so the utility can reasonably plan for what it is attempting to do.

MR. BROPHY:  Yes.  And I note there is always the option to go back later and do assessments, and they take time; and sometimes the audit process and the evaluation lags sometimes even up to several years following program year, which can cause some issues.

But you know, driving Enbridge to do the right things in the year they're delivering, is there any way to try and deal with it up front so that they've got some clarity
or -- you know, they're driven to do the right things in advance?

MR. NEME:  Sure.  As I said, you can create rules around attribution for certain types of programs ahead of time.

There are -- I will note that I do a lot of work in Illinois, and in Illinois there's a lot of ongoing evaluation to look at -- that looks at net-to-gross questions among other things or a range of programs of measures.

And then the evaluators you know, present what their estimates should be for net-to-gross the following year for a given set of programs, and those are then discussed with the utilities and other stakeholders to see if there are refinements that might make sense, given kind of the collective input on the understanding of how the market is working.

And usually there ends up being consensus on those approaches and those values.  Then they get applied to the following year, so that the utility going into the following year has some assurance that if they run their programs in a manner that was consistent with what was being planned when those net-to-gross values were established, that they know what the net-to-gross adjustment will be.

You can do the same thing -- this is just an aspect of net-to-gross, attribution associated with multiple parties promoting efficiency to certain types of customers.

So there is -- there very well can be mechanisms for establishing agreement ahead of time, once everyone has the benefit of the sharing of market knowledge that different parties can bring to the table, and then only adjusting those on a prospective basis.

MR. BROPHY:  Okay.  I was pulling up my notes as Mr. Shepherd was finishing, so tell me if you have already answered this right at the end there.

So I heard him ask you if you are part of the OEB's EAC, and I think you said yes.

What's the role of the OEB's EAC on this issue?

MR. NEME:  Well, to date, the evaluation committee that is managed by the Board has gotten into net-to-gross issues in the form of studies, particularly for commercial and industrial custom projects, of what the -- what the actual or what the best estimate of the actual savings attributable to the company or custom projects has historically been.  And then those net-to-gross values have been applied prospectively until the studies have been completed.

I don't recall whether we've wrestled with the related question of attribution between Enbridge and other entities that are running their own separate programs.  It is possible I am just not remembering that having happened.  But that potentially could be a venue where that conversation takes place.

MR. BROPHY:  Okay.  I would like to actually just move to a specific program, so you have probably seen in the update and if you have been logged on for any of this week you would have heard Enbridge talking about the Greener Homes Program, the Greener Home Program.  They provided a slide update on their discussions and they're hoping to enter an attribution agreement with NRCan, once all of the provinces have finished their negotiations.

So in the past the OEB has accepted attribution agreements, as long as they don't double-count savings.  They have done it for Enbridge and for electric LDCs and in other places as well.  Do you see that as a potential solution?

MR. NEME:  It could be part of the solution, I guess is what I would say.  I have some hesitancy about saying that whatever deal on attribution that Enbridge works out with the federal government should automatically get adopted by the Board.

We haven't seen the details of what that agreement looks like yet, but from what we have seen, it sounds like it may be possible that what Enbridge might be doing is defraying some of the rebate costs that the federal government otherwise would have incurred, but with total rebate dollars not increasing.

If that were the case, let's say they cut the federal government's contribution in half and. you know, ponied-up half of the rebate dollars, and they struck a deal with the federal government to share attribution 50/50 based on the sharing of the costs, I would struggle with the notion that they should get 50 percent attribution in that case.

This is just a hypothetical because, again, we don't know what the details are.

Because in that example, they would simply be using gas utility shareholder ratepayer dollars to displace federal tax dollars that otherwise would have been spent in Ontario, with potentially not increasing participation or savings in the process.

So if you ask yourself the question, how much savings would have been realized absent the utility involvement -- which is kind of the fundamental question one asks when one is looking at free ridership or net-to-gross or attribution -- you may not get an answer that's consistent with whatever kind of negotiated agreement the utility may work out with the feds.

So I would be nervous about saying that the Board should absolutely adopt whatever agreement the company works out with the federal government on that front.

MR. BROPHY:  Okay, yes.  I think you are right, that the devil is always in the details and the previous examples that the OEB has endorsed is when the agreement has been filed, they reviewed it and said it is okay.  So they had a chance to review the wording in the proceeding, not just a blanket as long as there is an agreement they would accept it.

But unfortunately in this case, Enbridge isn't in a position to confirm the partnership or file the attribution agreement in this proceeding.  They're hoping that it will be in place by 2023, but you know how long these things might take, so it could take potentially years.

So right now, given it's not available and we don't have the information, what options do you see for the OEB to consider, you know, that kind of partnership and attribution in this proceeding for 2023, or starting in 2023?  If it is not available, what should they do?

MR. NEME:  That's a great question.  Stacy and I talked a little bit about this, and we're at a loss about how to answer that question because, in a way, the Board is being asked to approve a plan, including significant program design for a significant sector, without actually knowing what the plan is.  So I am not quite sure.

MR. BROPHY:  So I will tell you my thought and you can tell me if it sounds right or if it doesn't.  But without that kind of detail, the status quo is there would be two programs competing or being delivered in the market in 2023 in Ontario, and it would be very difficult to tell which of those are driving what portion of the results.

So I guess in this proceeding, we would have to just assume there is no agreement and the OEB would have to make a decision on that basis.  Does that sound right?

MR. NEME:  Absolutely, that sounds right.

MR. BROPHY:  Okay.  So in the line of partnerships still, as you have heard, it's been a challenge in Ontario to drive increased partnerships and Enbridge has been struggling to do some of that as well.  I think some of the partnerships have disappeared that used to happen in the past, say with the city of Toronto or even with the province of Ontario, and IESO and other partners.

So, you know, what other levers do you think the OEB has in order to push forward and get results on the partnerships that the province and the OEB's been asking for, for many years?

MR. NEME:  Well, that's a broad and challenging question.  And I am not sure that we've thought enough about it to give you kind of the full, clean, thought-through response.

So maybe I will just say a couple of things.  One is that more ambitious savings targets would require the utility to be more proactive in looking for ways to leverage other efforts, and so that could be a contributing motivator, probably not adequate by itself.  Thoughts?

MS. SHERWOOD:  None.

MR. BROPHY:  Sure.  There is -- I realize it is hard to think through it all right now.  If it makes sense, you can take an undertaking to provide any levers that you believe the OEB should consider to drive more partnerships.

Does that make sense?  Would that be easy for you to do?

MR. NEME:  It is not an area that we have addressed at great length in our evidence, but it is probably something that we could attempt to do, at least at a high level.

MR. BROPHY:  Okay, great.  Thank you.

MR. MURRAY:  So we will mark that as undertaking JT3.2.


UNDERTAKING NO. JT3.2:  TO PROVIDE A HIGH-LEVEL VIEW OF ANY LEVERS THE OEB SHOULD CONSIDER TO DRIVE MORE PARTNERSHIPS.

MR. BROPHY:  Okay.  I am going to move into the weeds, and I struggle with how not to spend a lot of time on this.  So I will do my best to stay at a high enough level, but still be effective.

I am referring to the Enbridge reply IR, GEC.20(b).  I can wait a second until it gets pulled up, if that is helpful.  It is the summary of Mr. Weaver's issues with some of the elements in your proposal and recommendations.

MR. NEME:  Yes.  I think I am familiar with this one.  You said part B, so can you scroll down?

MR. BROPHY:  Yes, down to the reply, if you wouldn't mind.

MR. NEME:  Oh, is this --


MR. BROPHY:  No.

MR. NEME:  This isn't the right one, I think.

MR. BROPHY:  GEC.20 in the Enbridge reply IRs.  Go down to the reply, the response.  Okay, perfect.  That is perfect right there.

As I mentioned, I'm tempted to walk you through every word, but I am not going to do that for the sake of time.  Hopefully, you are familiar enough with this.

Well, just first of all, a higher level question.  One of the issues brought up was related to budget differences.  So if all of the proposed adjustments -- well, you know, in my mind, budget -- they go up, whether it is in Ontario or elsewhere, results should go up.  I am going to place the budget issue aside in my mind.  We can come back to that in a minute.

But if all of the proposed adjustments, other than budget, as proposed by Mr. Weaver were made, do you believe that it would still be true that the jurisdictions' savings are dramatically higher than Enbridge's?

MR. NEME:  Yes, unquestionably.  Mr. Weaver suggested yesterday that we just picked a bunch of numbers for five utilities and put them out there out of context.  That was definitely not the case.

We looked at six utilities.  They were -- we only focussed on those that were in northern and colder climates, so we didn't include any California utilities.  We only included utilities that have been at this for quite some time.  So they have a long history, just like Enbridge.

We looked at utilities with one exception, that report savings on a net basis -- adjusted for free riders, in other words.  and the one utility that didn't, CenterPoint in Minnesota, we made an appropriate adjustment to translate its gross savings into net savings using a national average net-to-gross ratio that we didn't come up with but that an independent non-profit organization, the American Council for an Energy Affordable Economy has used when it does national benchmarking.

And then probably the most notably, one of Mr. Weaver's criticisms of our work was that we didn't account for the fact that some utilities run residential behaviour programs, which can produce substantial savings, albeit very short-lived savings.

But while we didn't explicitly make reference to residential behavioural programs, we did directly address the point that Enbridge has longer-lived savings on average than most of the other utilities that we looked at.

And that was kind of a proxy for dealing with the residential behaviour program issue, because that's the thing that drives the average savings life in those other jurisdictions down.  And that is why we noted in our report that even if you look only at the first year savings, they were two-and-a-half to three times higher for these other jurisdictions, but we noted in our report if you look at lifetime savings, it is more like doubling.

So we attempted to look at the factors that were both likely to be significant in terms of differences between jurisdictions.  Mr. Weaver has raised a couple of others, the high furnace standard in Canada that doesn't apply in the U.S. states, and therefore suggesting that furnace rebate savings in those jurisdictions should be removed; and the Massachusetts utilities' ability to claim savings from supporting stretch codes in residential and commercial new construction.

One could make adjustments for both of those things, but they would not change the fundamental conclusion that we arrived at.

In fact, in the bottom part of this, the last section of this IR response from Mr. Weaver attempts to make some of those adjustments for National Grid.  He significantly over-adjusted for those two issues.  So for example, he took out the entire residential rebate program for National Grid because he said that most of the savings in that program are from furnace rebates.  That is factually inaccurate.  Less than 20 percent of the savings in that program are from furnace rebates.

So the impacts of those other adjustments can be made, but they won't change the bottom-line conclusion that savings in these other jurisdictions are substantially higher, on the order of double, even when you adjust for longer-lived savings that results from the absence of residential behaviour programs.

MR. BROPHY:  So as I mentioned, there are a lot of kind of items on the list for regulatory and market issues that Mr. Weaver brought up.  Can EFG undertake to provide what impact, if any, the adjustments for the regulatory and market issues identified by Mr. Weaver would have?


I can list a few.  I am not going to go through the whole list because I will get in trouble with Mr. Murray by going over, but one would be remove XCel from the list of six leading utilities, because of the issue of net versus gross; remove residential furnace rebate savings from the utilities listed; remove residential behaviour program savings as appropriately, as you just mentioned; and then remove the stretch code savings from Massachusetts utilities.

Would you be able to do that?

MR. NEME:  Yes.  We could compute a adjusted savings as percent of sales for each of those jurisdictions with those changes for comparison to Enbridge.

MR. BROPHY:  And you'll notice I did largely leave out the budget item.  Is there any reason why there should also be adjustments to budgets that I have missed that you think would be relevant in that analysis?

MR. NEME:  No.  I think we acknowledged that, and part of the point of making the comparisons is that budget matters.  All other things being equal, lower budget should lead to more savings.

So part of the point we were making is that not only was the company's level of savings ambition pretty modest in comparison to leading jurisdictions, but that they would have to spend more money to be more aggressive and get more savings.

So I don't think there is any need for an adjustment there.  I think we all kind of accept that part of the way one -- the company could move from the level of savings they proposed to a higher level is by -- not the only way, but part of the way -- would be by spending additional resources.

MR. BROPHY:  Okay, great.

MR. POCH:  Can I interject?  if you are agreeing to an undertaking, I would like to modify it to say on a best efforts basis that EFG will seek to address Mr. Weaver's concerns by adjusting as necessary, or indicating where they have already done so.  I just don't want to impose on EFG a tremendous calculational effort.

MR. BROPHY:  That is entirely fair.  Sorry, I probably should have included that.  I think that's been almost in any undertaking taken so far, the best-efforts basis.  This shouldn't be a week-long process.

MR. MURRAY:  That will be undertaking JT3.3.
UNDERTAKING NO. JT3.3:  ON A BEST EFFORTS BASIS, THAT EFG WILL SEEK TO ADDRESS MR. WEAVER'S CONCERNS BY ADJUSTING AS NECESSARY, OR INDICATING WHERE THEY HAVE ALREADY DONE SO

MR. BROPHY:  Okay.  I am going to finish there, Mr. Murray.

MR. MURRAY:  Thank you very much, Mr. Brophy.  There has been a few changes in the schedule so I am making sure I get the right person.  I believe next on the list is Energy Probe.  Dr. Higgin, are you here?

DR. HIGGIN:  I am.  Can you hear me?

MR. MURRAY:  We can.
Examination by Dr. Higgin:


DR. HIGGIN:  I am having trouble with my video so you can only see my background at the moment, so I will turn off the video.  You know me, anyway, Chris.  Good morning, Ms. Sherwood.

MS. SHERWOOD:  Good morning.

DR. HIGGIN:  Good morning, Chris.  Good to see you both.  I only have a couple of questions.

Just a follow-up regarding your views on harmonizing with the federal program.  Can we start at page 35 of the EFG report, and look at paragraph A there.  No.  This is not -- page 35.  Right.  I am going to part A which is a bit higher up, please.  There we are.

So harmonizing with the Federal Greener Homes Program.  So you describe here your views on how that could or maybe should happen.

So my questions relate to this paragraph.  So please indicate for the Whole Home Program -- that is where my focus is -- what approaches you recommend for EGI relative to the federal program.

I will give you some examples coming from paragraph A:  matching rebates; separate or incremental measures; and thirdly, stacked incentives.

So could you give me your views on possible best approaches that you would recommend, using those or other methods of putting the programs together.

MS. SHERWOOD:  This is something that Mr. Neme and I were talking about this morning, actually, trying to figure out how to maintain the rebates maybe within that cap of $5,000.

And one thing that we came up with would be for Enbridge to approach the incentive measures, so the envelope measures -- window, doors, insulation -- to give a better shell to the home, and then use the federal rebates to focus on electrification efforts, such as heat pumps.

In that way, we can potentially stretch how far the incentives can go to get additional measures into the home, since the federal program is limited to $5,000.

In addition, as noted in our report, we have discussed that, you know, matching those rebates or offering above and beyond those rebates to further extend the ability to install additional measures potentially in the home is also another possibility.

DR. HIGGIN:  So coming to the latter one, which is my second one, which is separate or incremental measures, just could you expand on that, please?

MS. SHERWOOD:  So incremental measures, so this could be, you know, if we have additional monies that pay for the measures that are being installed, a homeowner on their own or a business may go ahead and install incremental measures above and beyond the efficiency measures installed due to the federal program.

So they could install -- I am trying to think of a measure.

MR. NEME:  We would have to -- Roger, we would have to --


DR. HIGGIN:  I will give you one measure that I am interested in and will talk about, which is the exterior installation or the envelope wrap.

MR. NEME:  Yes.  I think the conceptual point Stacy was making is that additional measures that may not be rebatable through the federal program could be supported by the company.

We would suggest that those be limited to the building envelope or the distribution system.  Whether exterior insulation would be appropriate or not, I want to think a little bit more about what its likely costs in savings would be and whether there is enough bang for the buck there.  But that would be one that one would at least want to look at.

DR. HIGGIN:  Right.  So just come back to that, because we're interested in that.  It is a very high cost measure for the homeowner, you would agree, especially going to R12 exterior?  It is an extremely expensive measure?

MR. NEME:  Yes.

DR. HIGGIN:  Now, the program allows for lower levels, say up to R9, which is more practical.  So do you think that that measure -- if it meets all of the TRC and other tests -- is something where $3,000 is not going to incent anybody?


MR. NEME:  Well, again, Dr. Higgin, I need to get myself more comfortable with the specifics on what that measure is likely to cost and save.

I would be a little bit cautious about conclusions on what's going to incent anybody to do something, even if it is a modest portion of the incremental cost.  Sometimes having some non-trivial incentive on the table is enough to get customers to think about something and get some of them to adopt the measure.

But again, I am speaking in the abstract and with respect to this particular measure, I would need to spends a little more time thinking about what its likely cost and benefits were before opining too much more on it.

MS. SHERWOOD:  I would add that the driver for the customer is also important to understand there.

MR. NEME:  Right.

DR. HIGGIN:  It is one of the measures that is part of the Home Energy Program, okay.  It is not like we've invented it.  It is there.

So I would ask if you would at least take a look at it for me, and make any comments that you may have about that measure and the incentive and so on.  I would appreciate that.

MR. POCH:  Mr. Higgin, I don't want to be difficult, but EFG's brief in this case didn't extend to that.  The Board asked us for scope and in the past they've been careful to look at that when dealing with eventual costs compensation.

I don't want to -- I don't want to put EFG and my client in a position of overstepping and getting down into the program level detail that I am concerned your question gets into.

EFG certainly has talked about the general areas for program emphasis and incentive structures and so on, but I don't believe that their evidence deals with, you know, detailed measure analysis, nor is it going to do.

So I will leave it.  I will say that and then let the witnesses respond what is easy for them.

MR. NEME:  I mean, it depends on the level of detail you want to get into, Dr. Higgin.

We could certainly take a high-level look at that measure and give a high-level take on it.  It would be helpful to have a sense of what your question is about that measure, what you would want -- what you would want us to opine about with respect to that particular measure.

DR. HIGGIN:  Cost-effective, cost-effectiveness.

MR. NEME:  Is it cost-effective?

DR. HIGGIN:  Yes.

MR. NEME:  Okay.  We could probably at least give a high-level take on that question.

DR. HIGGIN:  Okay, thank you.  Mr. Murray.

MR. MURRAY:  That will be undertaking JT3.4.
UNDERTAKING NO. JT3.4:  TO PROVIDE A HIGH-LEVEL VIEW ON COST-EFFECTIVENESS OF HOME ENERGY PROGRAM MEASURES


DR. HIGGIN:  Okay, thank you very much.  I am going to move now to paragraph B.  That is the one that talks about ending incentives.

It seems like we've got two different versions of your report, but it's the one about ending incentives for gas consuming equipment.  That is the one I am now going to ask about.  Okay?

And you indicate in this paragraph that you are not exactly on board with this measure, that is the furnace rebate and the boiler rebates.

So I just want to ask first of all, is that the case, that you are not really on Board with that, and then, if so, why.

MS. SHERWOOD:  I would say that that is accurate, given the current Federal Efficiency Standard.

The minimal amount of savings that is in addition to the standard so that incremental savings that would be obtained by going for a furnace that is higher than the federal standard is minimal.  And as a result, we should focus on other measures that would help support the efficiency of the furnace system.

DR. HIGGIN:  Thank you.

MR. NEME:  If I could add one quick thing to that, which is that in addition to that, we're now -- as we discussed with Mr. Shepherd earlier -- in a world where it is really important that customers begin to think as much as possible about electrification opportunities.

And in that context, that's just another reason why, on top of the first one that Ms. Sherwood just gave, that we should be hesitant about furnace rebates.

DR. HIGGIN:  So just try to understand your basis of your recommendation.  So what AFUE baseline were you assuming?  Is that the code?  Or what level of AFUE were you assuming as a baseline saying we don't need to do it, we don't need any more.

MS. SHERWOOD:  We were assuming a 95 percent AFUE.

DR. HIGGIN:  95?

MS. SHERWOOD:  Yes.

DR. HIGGIN:  So your analysis, then, is looking at the increment that is provided under the program, the $250 per furnace, to go higher, such as 96, 97 percent.  Is that what your analysis was based on?

MS. SHERWOOD:  Yes.  That is part of the analysis based on and indicated in our report.

DR. HIGGIN:  So did you do a TRC or a PAC analysis for that measure to support your recommendation?

MR. NEME:  I think if you scroll down a little bit, you will see that we did look at the level of economic benefit to the system from going from the 95 to 96 AFUE furnace, and found it to be worth about $110 in avoided gas costs and avoided carbon emissions, which is much less than the 250-dollar rebate that is being made available.

DR. HIGGIN:  Right.  That was the point I was going to come to.  Thank you for answering my next question, that it doesn't seem to meet the test, does it?

MR. NEME:  Well, it doesn't -- it's a significant overpayment for the level, from a program administrator perspective, relative to the benefit that's received.

DR. HIGGIN:  Yes.  As you may know, I asked -- I've asked in interrogatories for Enbridge to provide its analysis, and I haven't been able to get a TRC analysis.  So this is very helpful.

So thank you, Chris and Ms. Sherwood, for answering my questions.  It is nice to see you again.  Bye now.

MR. NEME:  Likewise, thank you.

MR. MURRAY:  Perhaps now is a good time to take the morning break and we will come back at eleven o'clock.
--- Recess taken at 10:52 a.m.
--- On resuming at 11:02 a.m.

MR. MURRAY:  Thank you very much, everyone.  We're back from the break.

Before we move on with the schedule, I was approached by Mr. Wasylyk indicating they had a short discrete question that he wished to ask this witness.  He's promised he is going to keep it short, so before we -- we will hand it over to OEB Staff, followed by FRPO and then Enbridge.
Examination by Mr. Wasylyk:


MR. WASYLYK:  Great.  Thank you, Mr. Murray.  Good morning, witness panel, Mr. Neme, Ms. Sherwood.

Just one question and a follow-up to your discussion with Mr. Shepherd this morning, as you were discussing performance targets and absolute gas reductions.  And we had a discussion with Mr. Shipley yesterday regarding the merits and usefulness of studies that looked at quantified potential.

I know you have been a participant on a number of those studies, and your evidence speaks to gas savings reductions and performance targets, so I am interested in your thoughts of the value of achievable potential studies being one way to establish performance targets, and if so, what is the best way to do so and to use those studies.

MR. NEME:  One small question, Mr. Wasylyk?  Well, let me start by saying -- and this may not be news to lots of folks -- that I'm personally not a big fan of achievable potential studies as they're typically constructed as a way to inform what savings goals ought to be.

The problem -- they're just rife with problems, almost all of which compound on each other to lead to under estimates of savings and overestimates of what it actually costs to acquire savings.

As I think we noted in our evidence, there are -- one could point to a variety of examples in which, when utilities -- or not utility, program administrators actually were required or determined it was in their interests to go after all cost effective savings, that they typically exceeded and often significantly exceeded what a potential study said was the maximum achievable.

And so that part of that, again it is just that these studies are really complex with thousands and thousands of assumptions built on other assumptions, built on some more assumptions.  They often construct program portfolios that aren't really -- don't really resemble how utilities would actually approach markets in designing programs to achieve savings.

So I think that we could actually save ourselves a lot of money by doing studies that look much more discretely at what could be accomplished in certain markets where savings potential exists through Optimal program designs, benchmarked against what many jurisdictions in those types of markets have attempted to accomplish, and acknowledging that there is uncertainty along with all of that about the future because we don't know what new technologies are going to emerge on to the market and/or what new innovations and program delivery will evolve over time.

MR. WASYLYK:  Okay, that's a helpful response.  I will leave it there just because I know I jumped into the Queue.  So I appreciate that, Mr. Neme.  Thank you.

MR. MURRAY:  Next on the list is FRPO, Dr. Quinn.
Examination by Mr. Quinn:


MR. QUINN:  Good morning, thank you, Mr. Murray, it is just Dwayne.

Panel, I would like to -- good morning, panel.  I would like, if Bonnie is still operating, for her to turn up GEC IR FRPO.  It was only the one.  If you could turn it up, just in case the parties want to reference it.

I think if you just move to page 2, that would be helpful.  Thank you very much.

So good morning, Mr. Neme.  It's good to meet you, Ms. Sherwood.   I have a few questions related to this area, specifically to the response that you provided -- a very comprehensive response, I might add -- to our question regarding independent third-party administrators.

Now, you explored some of these areas, our areas interest earlier with Mr. Shepherd.  So I don't want to replough that ground because it was very helpful.

But one of the things that you noted was the importance of access to customer data.  And of course it is protected by the appropriate privacy mechanisms and we understand that, but you had pointed that out as a key to success.

The one area we would like to clarify, in your experience for jurisdictions that have transitioned to this approach of using a third-party administrator, are there key learnings about the initial steps that would be taken that would inform such a transition from utility administered to third-party-administered programs?

MR. NEME:  Let me start by just quickly commenting on one thing you said in your preamble, which is related to access to data.

I just want to make clear that I believe you could have third-party administration that works very well without it, without access to customer data.  It is just that it would be more effective still if access -- on a confidential basis, access to customer data was made possible.  I don't think that that's like a go or no-go factor.  It is just, you know, the icing on the cake, so to speak.

With respect to your question about how would one transition, I think the first thing is you would have to, you would have to have some lead time to facilitate to allow for the planning, because continuity in the market for efficiency programs is really important to maintaining not just customer interest, but oftentimes more importantly program trade ally interests.

So if you say, well, we're going to shut down for six months while we facilitate this transition, you're going to engender a bunch of bad will among builders and key contractors and others who say -- who built their business models around some expectation of stability in the market for programs, and now you have pulled out the rug out from under them and said don't worry, we will be back in six months.  That's not the way their business operates.  There needs to be continuity.

So that would be kind of the first and, in some respects, maybe the most important point.

Then you would have to think through, well, what is the -- how are we going to identify, you know, who that third party is going to be.  Is it going to be a competitor of procurements and you'd have to build in, you know, a timeline that works backward from the date at which you want the transition to happen with allowing enough time for that new entity to staff-up and to be ready to kind of take the reins on some of the existing programs once -- on the date the transition takes place.

So you just need to make sure you build in enough time for the determination of who is going to play that role, enabling them to staff up and be ready, you know, enabling engagements, you know, a certain period of time during which that new entity would be charged with working with the utility to better understand their programs, what is happening in the market, to kind of shadow them almost so that when the transition takes place, they're kind of fully up to speed and ready to go.

MR. QUINN:  Okay, thank you.  I understand there is a series of steps and logistics and a critical path that would need to be formulated to make sure the end goal of efficacy in the program delivery was achieved.

I hesitate to ask this question, but it came to me as you were answering.  Briefly, in your experience, when jurisdictions have gone to a third party, an opportunity for third parties to be involved in delivery of a program, is there interest?  And whatever RFP, or whatever is produced by the jurisdiction to say we're going to allow other parties to be involved in this, in the administration -- not just program delivery, but in the administration of this, has there been sufficient response to allow for a selection of an appropriately equipped provider?

MR. NEME:  Yes.  To be clear, some jurisdictions that have gone down the road to an independent delivery agent didn't do it through competitor procurement.  They created a new non-profit organization, or a kind of quasi-public-private entity to do it.

But in the jurisdictions that did go down the road of competitive procurement -- and I've been personally involved in two of those, both in Vermont and in New Jersey -- there were, I don't know, something on the order of five or six different bidding teams and usually those bidding teams have multiple firms on the team to bring a diverse range of expertise to the table.

I would imagine that you would get, you know, almost anywhere these days, something in the four, five, six, seven types of proposals, depending on how much kind of consolidating of teams there end up being between firms.

MR. QUINN:  Okay, thank you.  That is certainly helpful.

Now, this is kind of a spin-off of that, but in your experience, are there any hybrid models wherein a third party is handling some of the programs with whatever necessary access to customer data is necessary, and the utility is providing other programs so that you're getting the best of both worlds?

MR. NEME:  Yes.  So just to give a recent example.  In New Jersey -- which transitioned in the early to mid 2000s from utility-administered efficiency programs entirely to independent third-party program delivery -- they maintained that independent third-party program delivery almost exclusively.  One of the utilities started getting a little bit involved in some niche areas, but almost exclusively for about 15 years.

And then made a determination to kind of partly driven by legislation, to -- but not entirely -- to change tacks a couple of years ago, and went through a process of assessing the range of efficiency programs that were being delivered and a determination of which of those should be given to the utilities to administer, and which of them should continue to be delivered on a state-wide basis by an independent entity that was hired by the state regulators
-- which had previously also been the state regulators.  The board of public utilities had previously also been the entity that contracted with and oversaw the state-wide administration of programs in the past.  So that is one example.

A little bit of a different one is in New York, where NYSERDA, the New York State Energy Research and Development Authority I believe is the acronym, NYSERDA, for years has been running some efficiency programs, and in recent years the utilities have been back in the game running others.  So there's efforts that have had to be undertaken in New York to kind of ensure that those things meshed well and that there wasn't duplication of effort, and so on.

I am sure there are other examples, but those are the two that come to mind.

MR. QUINN:  That's very helpful.  I was going to ask a different question, but based on your answer -- and I don't want to put words in your mouth, but in the New Jersey process of having the utilities come back in, you seem to be saying that there was some process of saying, what should we allow the utilities back into and what would be continue to be maintained by the third party.  I am not going to take the time today because I respect other people have opportunity.  Is it possible that you could put in, by way of undertaking, a reference to a website or specific references to that process?  I was looking for the key elements that were used to discern what would be potentially better by a utility and what would be potentially better by a third party.

MR. NEME:  I don't know if -- there may be but I don't know if there is documentation on process that they went through to arrive at that decision.

MR. QUINN:  Maybe we can --


MR. NEME:  I do know they have documented which programs fell into which bucket, so that reference can certainly be provided.  I just don't know about the extent to which it's been documented, you know, the process they went through to decide that and the reasons for their decisions.  I don't know the extent to which those things have been documented.

MR. QUINN:  It is the latter of what I am looking for, is what is the basis for that decision-making.  And if that is included in the decision of how they were going to divvy up the programs, that would be helpful.

I can accept with Mr. Poch's okay on this just to do it on a best-efforts basis.  I am looking for the link as opposed to you recreating and try to do all of that and figure out what they did and why.  I am not asking for that.  I am asking for some reference that we could do a little bit of research ourselves to understand that process; and especially, if it would be applicable to Ontario, recognizing different jurisdictions have different drivers.

MR. POCH:  I would just ask that the undertaking be worded best efforts to see if such information is readily available, so that we don't invest too much time in it.


MR. QUINN:  Fair enough, Mr. Poch.  Thank you.

MR. MURRAY:  That will be undertaking JT3.5.
UNDERTAKING NO. JT3.5:  ON A BEST EFFORTS BASIS, TO PROVIDE REFERENCES FOR THE BASIS FOR DECISION MAKING AROUND THE ASSIGNMENT OF PROGRAMS TO UTILITIES OR THIRD PARTIES


MR. QUINN:  Thank you, Mr. Murray.  This is my area, Mr. Neme.  I appreciate the contribution you have made to this proceeding.  But in answering Mr. Shepherd's questions which I was following, you talked about the NRCan program and the attribution impact.  I don't want to recount your words because I wouldn't be able to do it precisely.

But at the point of talking about a 50-50 model where the contribution was presumed to be 50 percent from the federal government and 50 percent from the DSM program, I will say it that way, you used both the shareholder and the ratepayer in your answer as to who was providing the other 50 percent.  And I thought, to clarify the record, I want to make sure that we have your answer right.  Which were you referring to?

MR. NEME:  Yeah, I think I initially said shareholder and then switched to ratepayer.  The reference to shareholder was the wrong reference.  I was intending to say ratepayer.

MR. QUINN:  Okay.  That is where I thought you were going.  I want to make sure the record was clear for everybody's benefit.  Thank you very much.  Those are my questions for this morning.

MR. NEME:  Thank you.

MR. MURRAY:  Thank you very much.  Last on the list is Mr. O'Leary.
Examination by Mr. O'Leary:


MR. O'LEARY:  Thanks, Mr. Murray and hello again, Mr. Neme and Ms. Sherwood.

I should start by saying our apologies you couldn't join us here in Toronto.  We just reopened and the hospitality would be as warm as ever, but we have to live with what we've got.

I just have a couple of questions arising out of some of the questions by the other parties and, in particular, I will call it the high-level academic discussion about actually outsourcing or undertaking DSM and CDM by either a third-party provider, a not-for-profit, or possibly a state.

You'd agree with me, Mr. Neme, that in this proceeding the Board, the OEB is considering a plan that was filed by Enbridge at the direction of the OEB; correct?

MR. NEME:  I understand.


MR. O'LEARY:  So one of the issues that is not on the table is whether or not other entities should be undertaking DSM in Ontario.  At least at this time.  Right?

MR. NEME:  Well, I guess I would defer to other folks who might have greater insight into where, you know, what level of latitude the Board is providing on this.  I will only observe that that it is my understanding that the Board, as Mr. Wasylyk indicated and I forget whether it was yesterday or the day before, has asked not only for a plan but for a framework.

I suppose one could suggest that the determination of who should be delivering the programs could be a framework question, but I'm not -- I don't feel like Ms. Sherwood and I are in a position to opine on that.

MR. O'LEARY:  And that may be very fair.  You wouldn't know of any statutory barriers that exist in Ontario for the OEB to actually oversee a third party to undertake DSM or CDM.  Would that be fair?

MR. NEME:  I think that is fair.

MR. O'LEARY:  It is an economic regulator and, therefore, you would not be surprised if I told you it doesn't have any jurisdiction over a third party?  It has to be a regulated utility.

MR. NEME:  Um..., my experience in Vermont was not that experience.  I just don't know how the OEB and its statutory authority differs from the Vermont -- what's now the Vermont Public Utility Commission, but what was then, when we switched to the efficiency utility model, the Vermont Public Service Board.

MR. O'LEARY:  Fair enough.  I understand you just are not familiar with the statutory regime in Ontario, and we can leave it at that.

Another little question that in part follows from some of the questioning by Mr. Brophy and others, and particularly the undertaking he asked you to give in respect of adjusting the baselines of several of the utilities in the United States which are referenced in the EFG report, to adjust for some of the baselines that are used in Ontario.  I am just curious if you have a view as to whether or not the spill-over effect is a factor that should or should not be included in baseline adjustments.

MR. NEME:  Well, let me first of all say that I believe that spill-over -- savings that are attributable to spill-over ought to be captured ideally in every jurisdiction.  But the extent to which that happens can vary a little bit from place to place.

That said, spill-over effects in my experience tend for most programs to be very modest, and therefore probably fit into the category of one of several things that can vary from place to place that probably doesn't have a material effect on the bottom line conclusion about the order of magnitude of difference in savings that we're talking about in our report.

Now, if you wanted to get precise about whether a utility savings that is equal to 0.4 percent of sales was truly different than another utility that was .45 percent of sales, that's not a small difference and you probably would need to look at a whole bunch of factors.

But when we're looking at kind of, you know, much more substantial differences, I don't think spill over is likely to be a big enough one to worry too much about.

MR. O'LEARY:  Do you have a view as to whether or not there has been sufficient investigation and analysis of spill over in Ontario?

MR. NEME:  There have been efforts within the C&I, commercial and industrial custom program net-to-gross studies to assess spill over.

I do think more work could probably be done in that area.

MR. O'LEARY:  Okay.  Thanks.  Could I ask -- Bonnie, could you turn to an interrogatory 2.LIEN.1.GEC/ED.1?  It is a response of -- excuse me.  I am not sure if my screen is working.  Give me one second.  Is it up on yours?

MR. NEME:  It is.

MR. O'LEARY:  Okay.  Give me a second.  Well, I am having some technical difficulties here, so I will have to do it from a hard copy, the old school.

In this, you were asked in the question from LIEN about your recommendations in respect of the low-income program offerings, and you are responding to questions about what your recommendations are in respect of the inclusion of gas equipment in the low-income program offerings.

Your response states in the first paragraph that:
"We recommend against replacing functional equipment before failure..."


So let me stop there.  Are you suggesting that the low-income program offering should not provide any incentives to low-income customers to increase or improve the efficiency of a furnace earlier than its failure?

MR. NEME:  Yes, with the caveat that by failure I don't just mean the thing has died.

If it's clearly on its last legs and is going to die in the next month or two, you don't want to kind of walk away from that house and have the customer in a difficult situation.

So upon failure or, you know, clear evidence that it's very close to failure.

MR. O'LEARY:  So if, for example, a low-income customer has an older furnace that is working fine, but that customer would clearly benefit from replacing it to a furnace that meets code or better than code, are you saying that Enbridge should not incent that customer to make an early decision in its replacement?

MR. NEME:  Yes.  That's correct.  For one thing, those kinds of early replacements tend not to be cost-effective.

For another thing, the money that's freed up by not spending money on that early replacement can be used to retrofit the building envelopes of additional low-income customers.

MR. O'LEARY:  And you would recommend that, even though there will be annual savings that that low-income customer would benefit from going forward?

MR. NEME:  Yes, because the more annual savings from retrofitting additional low-income customers with the dollars saved, then would be achieved in this way typically.

MR. O'LEARY:  And you are suggesting it is not or may not be cost-effective even using the lower TRC threshold for low-income program offerings?

MR. NEME:  Early replacement projects, that's typically my experience in the range of utility jurisdictions.

MR. O'LEARY:  In the next paragraph you say with respect to time of failure or close to failure, if it is not an emergency situation -- let me stop you there.  An emergency situation it's died.

MR. NEME:  Yes.

MR. O'LEARY:  Are you saying in those instances, it is appropriate to incent low-income customers to replace furnaces with a higher than AFUE 95?

MR. NEME:  If you have a situation where the furnace has died and the customer is at risk of not having heat, you have to make a quick decision -- the most important thing is that you deal with the customer's heating needs expeditiously.  And if that means installing a gas furnace, a new gas furnace, then that should be done and at that point you would want to make it as efficient as makes sense from a cost-effectiveness perspective.

MR. O'LEARY:  Then you go on to say:

"The program should consider the customer economics of switching to a heat pump or hybrid heat pump."


When you say consider the customer economics, I presume you are referring to whether or not the customer can afford to pay or contribute to the additional cost of a heat pump or hybrid heat pump?

MR. NEME:  No, I am not referring -- my presumption is that the capital cost of those measures would be borne by the utility program.

What I mean -- what we mean by this is that for low-income customers in particular, it is important that we don't do things that are going to increase their energy bill after the new heating system is installed.

MR. O'LEARY:  All right.  And how does that -- how does that factor into determining the economics of the more efficient furnace versus a heat pump or hybrid heat pump?

MR. NEME:  Yeah, you would have to look at the -- at the annual energy bills for space heating that the customer would incur with the hybrid heat pump system, the full heat pump system, and the furnace system and, you know, based on the electricity and gas prices that they're paying and are likely to pay going forward, and make that determination.

MR. O'LEARY:  So there is a possibility that the determination could be that the gas furnace replacement, with all installed costs, will be more cost-effective than the heat pump or hybrid heat pump.

MR. NEME:  Well, I want to be careful about the more cost-effective, because that term can mean different things.  Cost-effective can mean different things in different contexts.

What I mean here is that -- let me rephrase your statement.  It is possible that an analysis could show that continuing with the new high efficiency gas furnace would result in lower heating bills, given retail rates that customers are paying, than an electrification option.

And if that were the case, in the interests of protecting from an equity perspective the low-income customers, we would support going with that lower cost option for the customer.

That may be a very different question from the most cost-effective, under the TRC test.

MR. O'LEARY:  I understand.  Thank you, Mr. Neme.  Bonnie, could you please go to compendium 3?  You will have to tell me when it is up because my screen is not working.

MR. MURRAY:  Mr. O'Leary, has this been marked as an exhibit?


MR. O'LEARY:  I don't believe it has.  We sent over a list of the potential IRs that we might ask and three compendiums.  So perhaps we could mark it as an exhibit.

MR. MURRAY:  If you could just describe the first one, I will give it a number.

MR. O'LEARY:  This is simply a decision of the State of New Jersey, dated I believe it is October -- June 10th.  You do your dates backwards.  June 10th, 2020.

MR. NEME:  That's not the only thing we do backwards.

[Laughter]

MR. MURRAY:  That will be marked as Exhibit KT3.1.
EXHIBIT NO. KT3.1:  DECISION OF THE STATE OF NEW JERSEY DATED JUNE 10, 2020


MR. O'LEARY:  You have been up here enough, Mr. Neme, you should be doing it differently, but you are not responsible for the state of New Jersey.

MR. NEME:  I think not.

MR. O'LEARY:  I only wanted to ask you a couple of questions.

You referred to -- and I will just read it to you -- in your report at page 12 or 13, depending on which version you have, but you say:
"For example, in 2018 New Jersey enacted legislation requiring significant ramp-up of its utility funded efficiency programs, setting a minimum standard of 0.75 percent of sales for gas utilities, but allowing the board of public utilities, the state regulator, to set higher savings targets.  In 2020, the Board ordered that gas savings ramp up to 1.10 percent of sales over a five-year period."


And then your footnote 17, right at the bottom -- now you can go back, Bonnie, to the decision.

And you will agree with me, Mr. Neme, this is the decision you reference in your -- you have to say yes, not just nod.  For the reporter.


MR. NEME:  I was waiting for you to finish your question.

MR. O'LEARY:  My apologies.  It is the same one, okay.  So just for the record it is docket Q0190140 which is the reference there.

So if I could just take you through the next page, we only included the relevant portions.  Scroll down a little more, please.

So this report deals with six years, beginning with July of 2021, and year 6 would be up to and including June 30th, 2027.

So let's just keep that in the back of our mind.  So if you could then go to the next page, and the second paragraph states that
"Staff recommends there be no energy use reduction targets for year one."


So that would mean that in year 1 the ramp-up is not occurring?  Would that be a lay way to refer to it, if the Board accepts that?

MR. NEME:  No.  I don't think so.  Again, as I discussed earlier with Mr. Quinn, and I can't remember if we talked about this with Mr. Shepherd, New Jersey is going through a transition from 100 percent independent third-party delivery of gas- and electric-efficiency programs to a hybrid model where some of the programs can be delivered by independent third parties and some of them will be delivered by the investor-owned utilities.

My understanding is that the P.1.1 is likely to have been you know, that kind of transition period in the sense where they weren't stopping their programs or starting from scratch.  They had programs that had been on the street for years, it is just that they didn't set a specific savings target for that.

MR. O'LEARY:  Okay.  Thank you.  If you scroll down a little more, Ms. Adams, you will see there is, and this is for the second year and the recommendations in respect of gas utilities has an overall utility column, which is 0.5; then there is the state-administered, that is the third party that is operating aspects of gas conservation; and then the utility programs.  So that would be most analogous to Enbridge?

MR. NEME:  Correct.

MR. O'LEARY:  Okay.  And so for the second year they're setting a target of 0.34 percent.

Could you scroll down, then, to the next page, which I think is the tables.  So for year 3 the target increases to 51 percent for the utility program.  And then please continue scrolling down.  You will see that Staff recommended for the fourth year these numbers -- scroll down again, please -- and for the fifth year, these numbers.

Then keep going, please, Ms. Adams.  Keep going.  We will stop here for a sec.
"The Board accepts Staff's recommendations for establishing utility-specific and state targets for net energy use reduction as a percentage of load, as well as Staff's recommendations about what energy savings utilities may direct and may not apply in assessing compliance with their targets.  More specifically, the Board directs utilities to report on energy-use reduction in the first year and adopts the energy-use reduction targets and their associated weights for P2 and P3, being the second and third year."


So in fact is it not a fair interpretation of this decision that the regulator did not actually order the targets for the fourth and fifth years?

MR. NEME:  I'm not sure, Mr. O'Leary.  I would need to go back and review the entirety of the order.  It's clear from the area you have highlighted that they clearly had done it for years two and three.

I would have to double-check what the order says about the other years, but if it does not reference the other years, then that would be correct.

MR. O'LEARY:  Okay, thanks.  Could you scroll down a little further.  That paragraph.  It says "therefore Staff" -- in the middle:

"Therefore, Staff is recommending that a shift to net savings for measuring and evaluating energy savings is appropriate."


Then:

"The Board adopts Staff's recommendations on a net versus gross savings and directs State and utility program administrators to, one, report energy use reductions in both gross and net savings; two, use net savings for all aspects of program review, including compliance and cost-effectiveness testing; and three, use a net-to-gross value of 1.0 for all programs until New Jersey-specific net-to-gross values for specific programs are developed."


So let me stop there, first of all.

Are you aware whether or not as of today New Jersey has developed net-to-gross values?

MR. NEME:  I am not sure.  I do not know the answer to the question.  I will -- I note that historically New Jersey had focussed on gross savings and not net savings, and my presumption in reviewing this was that there needs -- there needs to be a transition period where they probably go program by program or sector by sector where they put studies in the field to develop net-to-gross assumptions for different program areas and that that's going to be a transition process.  I don't know the extent to which they are -- have embarked on that process yet.

MR. O'LEARY:  So it appears, based upon what we know now, that they're applying a net-to-gross value of 1.0 for the purposes of determining their savings results?

MR. NEME:  Until such time presumably as they have studies that would enable the application of a different net-to-gross value for different programs and markets, and again I don't know where they're at in that process.

MR. O'LEARY:  And are you aware of what the portfolio-wide -- I don't mean it to be portfolio-wide, but are you aware of the -- perhaps the average net-to-gross value that's used for the purposes of Enbridge plan?

MR. NEME:  I'm generally familiar with the net-to-gross values for different markets and what that roughly adds up to as an average for Enbridge's portfolio, yes.

MR. O'LEARY:  What is that figure, if you recall off the top?


MR. NEME:  Off the top of my head, subject to check, somewhere in the 0.5 range.

MR. O'LEARY:  Okay.  So if we just take the 0.5 range as, for discussion purposes, would it be fair to say that it makes the achievement of savings by Enbridge twice as hard as New Jersey?

MR. NEME:  While New Jersey still uses 1.0 for everything, yes.  But again this is a framework that the state was developing for a multi-year period, at least with staff recommendations to ramp-up to 1.1 percent savings and with the direction to convert from a gross savings regime to a net savings regime.

So you know, if you're looking at year zero or year one, then the answer to your question would be absolutely.

But my expectation would be that it's not going to take five years to get net-to-gross values adopted for all critical program and market areas in the state.  I may be wrong, but I would be surprised if it takes that -- it shouldn't take that long, let me put it that way.

So as you're getting to the outer years of this transition, I think that argument would go away.

MR. O'LEARY:  So as long as the 1.0 net-to-gross is still used across the board in New Jersey, it means that the savings targets from a utility perspective, when they say for the third year, 0.51 percent, in fact relative to Enbridge, the equivalent savings target would be using the same net-to-gross value would be something around 0.25 percent.  Would that be fair?

MR. NEME:  If they were still using 1.0 across the board in year 3, that would be fair.

I don't know whether that is likely to be the case.  I would be surprised if it's the case, but I don't know.

MR. O'LEARY:  And would you agree that it's this kind of thing, this drilling down into how a utility's results are actually measured is necessary for the purposes of doing a comparable apples to apples comparison between utilities?

MR. NEME:  I would agree that whether a jurisdiction uses net savings versus whether it uses gross savings, absolutely is a factor that should be accounted for when one compares jurisdictional savings ambition.

That doesn't mean that you would take the Enbridge 0.5 value and say we should adjust everybody else's by the same amount, because there is nothing inherent in Ontario that requires 0.5 to be the result of the net-to-gross assessment.

Net-to-gross is largely driven by program design decisions, and you could get the same level of savings with higher or lower net-to-gross ratios based on your program design.

But the -- so I would say that it's the concept of comparing net savings to net savings that should be captured in those kind of benchmarking exercises.  Comparing gross to net is problematic and, as we discussed earlier, that's why we adjusted the gross savings estimates from CenterPoint Energy in Minnesota to convert them to net for the comparison purposes that we use them for.

MR. O'LEARY:  Okay, thank you, Mr. Neme.  Those are my questions.  I appreciate it.

MR. MURRAY:  Thank you very much, Mr. O'Leary and Mr. Neme, and Ms. Sherwood.  Thank you very much for your time.  There's no more questions for you and so you are excused.

Next on the list is panel 5.  I just want to check, is Mr. Engel or Ms. Fraser here to introduce the panel, failing which I will introduce the next panel.  But if Mr. Engel or Ms. Fraser are on the line, please identify yourself.

MR. JARVIS:  This is Ian Jarvis.  I believe Mr. Engel and Ms. Fraser are not present and [inaudible] designated representative for BOMA in this hearing, so we can even introduce ourselves, if you like.  But whatever works.

MR. MURRAY:  I will just do a brief introduction.  Next on the list is panel 5, which is the evidence that's been sponsored by BOMA.  And it is from Enerlife Consulting Inc. and the representatives are Mr. Ian Jarvis and Ms. Gillian Henderson.

With that, I will pass things over to FRPO, who is first on the questioning list.
BUILDING OWNERS AND MANAGERS ASSOCIATION - PANEL 5

Ian Jarvis

Gillian Henderson


DR. QUINN:  Good morning, Mr. Jarvis. No disrespect, but I actually connected with Cherida last night and acknowledged this morning that I do not have questions for this panel.

MR. MURRAY:  Excellent.  We will move on to next on the list.

DR. QUINN:  I want to thank the panel while I have 10 seconds to thank you for answering our interrogatories and upon our growing understanding it wasn't necessary for clarification, but thank you for responding to our enquiries in the interrogatory section, thank you.

MR. JARVIS:  Thank you, Mr. Quinn.

MR. MURRAY:  Next on the list is Pollution Probe.  Mr. Brophy.
Examination by Mr. Brophy:


MR. BROPHY:  I will pull up my questions and I will be with you in a minute.  Can everybody hear me?

MS. HENDERSON:  Yes.

MR. BROPHY:  Super, yes.  Today seems to be going much faster with people dropping out of questioning, so I shouldn't take too long.  So that will keep the flow going, hopefully.

Welcome, panel.  I only had a couple of questions, so I will jump right in.  You don't need to pull them up, unless you want to, and just let me know if you need me to pause and wait and look things up, if you don't mind.

So the first question was in relation to 5.PollutionProbe.BOMA.3c.  And BOMA was highlighting the need for Enbridge and the OEB to embrace paid for performance programs.  I think you know that is one of the areas of your primary focus in this panel.

In the response to Pollution Probe IR number 3, you indicated that
"In our opinion, a DSM framework and scorecards which require and reward maximized cost-effective natural gas reductions across building portfolios and not just individual buildings measured at the meter rather than by assumptions and calculations will lead," and I am going to pronounce this wrong, "inexorably", I don't use that word very often, "to those benefits."


So the question is:  What needs to change in the programs and scorecards to realize the benefits of P4P and when I looked at your responses, you know, it was clear that, you know, budgets have to increase, there has to be more programs, there should be specific programs around P4P.

I get all of that.  But the OEB Panel would need specific recommendations.  So what scorecard metrics should be added, or changed, to the extent that you have specific programs that should be inserted that aren't there today, specific budgets as well?


So I am struggling to actually take what you have said at a high level and translate that into what the OEB could use specifically in its decision to add to the scorecard's budgets and programs.

I don't know if that is something that you can address now, if you want to try and walk through each of those items, the scorecard changes, the budget changes and the program additions.

I can walk through it in the weeds of detail with you, or if you want to take it away as an undertaking and come back with those specifics, that could be more efficient.

MR. JARVIS:  I think we responded to interrogatories along the lines of that this is seen as a very large area of remaining natural gas savings potential, which is not being completely addressed at this point in time.  Paid for performance is seen to be a market-friendly approach that is being developed in various ways in other parts of North America that come through.

The overall question about the framework and the scorecard, it fits nicely within the way the rules are set right now, except as you say for targets and budgets.  But the TRC plus test, the PAC test, all of these when we've done analysis like this before including for the work back -- I think it was in 2012 for the natural gas pipeline where we did develop a bit of an outline what would a program look like, what would the economics be from the customer perspective, what would the economics be from the DSM from Enbridge's perspective and we put some numbers around that.

The overall responses we provided say this is very cost-effective.  It has a high TRC value, and the current rules work.  More work would need to be done on a sector-by-sector basis to establish what would be the full savings potential.  And I believe Mr. Brophy, you were involved, as we were, in the latest 2019 achievable potential study where there is a lot of back and forth with Navigant at the time around try to reconcile the notional recommissioning measure and the advanced recommissioning measure, and all of these kind of nice constructs that we're trying to put together to explain the fact that, while there's growing evidence that achievable potential is much bigger than any previous models have come up with, it all lies in this whole area of operations and maintenance and controls and running buildings better.

But putting a construct around what would the magnitude of savings be, which sector should be affected, because there is pretty good data on most commercial and institutional and multi-family building sectors, that work has not been done and I don't think that could be done in a coherent way within the timelines that are available around this particular proceeding.

MR. BROPHY:  So how do you see the OEB using this?  Like, you know, I think you put a case that it is good and it's cost-effective, but I don't see a way that the OEB can translate any of that sentiment over to real budgets and targets.  They haven't been given that bridge to do it.  So it is likely going to get tossed in the trash before the decision is written.  So how do you see bridging that gap?

MR. JARVIS:  That's a good question.  We take heart from the number of questions along these lines from the questioning from OEB Staff.

I think given the history over the last three or four years there is a pretty good understanding of what this is, what it looks like.  There are previous pilots that have taken place over the last couple of years that both Enbridge and the IESO have been involved with.

I think the principles are well-defined, what we might -- so there is enough questioning going from a number of different stakeholders to give us the sense that it's on the agenda and it is moving forward.

In terms of framing, if you like, we have a pilot here for schools which is quite limited in scope, to a number of comments around the growth could be accelerated, this could be expanded in scope.  If that leads to direction of or request or an inquiry to put together a big picture, if this is the smallest, which is perhaps what Enbridge has proposed already, to this is how big this could be, that work we could provide an undertaking around, if so directed.

MR. BROPHY:  So just to kind of tie that in a bow, on a best-efforts basis -- and I understand that you won't be able to give precise numbers because the amount of work it's going to require to do that, would you able to provide the incremental program metrics and directional budget that would be needed in order to unlock these benefits from 2023 to 2027?


MR. JARVIS:  Yes.  I am speaking on behalf of Ms. Henderson, who will actually have to do the work, but absolutely.  I understand the basis for the question.  I think we're very interested in seeing this move forward, this part of the plan and putting more substance to the idea makes good sense to us, so, yes we can make that undertaking.

MR. MURRAY:  That will be undertaking JT3.6.
UNDERTAKING NO. JT3.6:  TO PROVIDE THE INCREMENTAL PROGRAM METRICS AND DIRECTIONAL BUDGET THAT WOULD BE NEEDED IN ORDER TO UNLOCK THESE BENEFITS FROM 2023 TO 2027

MR. BROPHY:  Great.  Thank you.  Okay.  Oh, so next question actually relates to a topic you brought up in relation to the potential study, and I know you were involved in some of those expert workshops and discussions there.

I don't know if you were on the line when Posterity Group was walking us through kind of what was in and what was out, but we had a discussion around some of the elements that weren't fully captured in the potential study just because they took a measure by measure approach to build it up and, therefore, there's some things that are outside that would be incremental to the results in the potential study.

So I think you kind of touched on it already, things like P4P, building recommissioning, some of the behavioural-based stuff that we mentioned.  Would you agree that those would be incremental to what ended up being finalized in the potential study?

MR. JARVIS:  Yes.  I believe the last half-day there was a fair amount of negotiation backwards and forwards to find a common ground.  Like I'm relating to what Mr. Neme mentioned earlier that achievable potential studies, because they assume like an archetypal building and very few buildings run the way the archetypal building does, have a bad habit of underestimating the savings potential and overestimating the costs.

Again, there was a lot of -- and there was also a comment earlier in this technical conference around the role of modelling.  And we are great believers in modelling, but we're even bigger believers in empirical data.  And the success that is happening with P3 hospital contracts is where empirical targets are set and the modelling is used to say how to get there.  That may sound exactly the same thing; it is quite the opposite.  In other words, you start with what is good standard based on evidence, and then you use modelling to figure out how to get there.

But coming out of the Achievable Potential Study we found a middle ground that would move the program forward.  A significant part of what's being talked about not just with paid for performance and recommissioning and advanced recommissioning is also work that Ms. Henderson has been heavily involved with, with the City of Toronto around strategic energy management.

And if anybody wishes to refer to the latest sustainable schools report on the actual energy use of the top performing boards, one of the major concerns is that in the year looked at -- which I believe was '18/'19 versus the previous year, even though perhaps 20 percent of schools across the province achieved gas savings, another 20 percent had unreported and generally unknown increases.  And the net effect was the overall gas use for the school sector in that year went up not down.

So strategic energy management is looking at whole portfolios and saying, how do we tackle the whole thing, including preventing creeping increases in one part and optimizing savings in the other part, and focussing on high savings-potential buildings, and so on.

So I would say our estimation from looking at data for a number of different building sectors at the time was the achievable potential was somewhat higher than was reported -- sorry to have such a convoluted response to a straightforward question -- and the difference lies in these areas.  Yes, the operations maintenance, and controls of buildings.

MR. BROPHY:  So just to parse it down so I understand correctly, through the involvement of you and others through the achievable potential study, the 2019 one, there was I think you called it middle ground where there were some adjustments made, but it is nowhere near to the full potential that, so that there will be incremental savings available than what's in that final document.

MR. JARVIS:  Yes.  "Nowhere near" is somewhat pejorative, but the idea that yes the paid for performance we believe offers incremental savings above and beyond what is in the current proposed plan.

MR. BROPHY:  Great.  I see Ms. Henderson nodding, so I take it that is a yes from Ms. Henderson.

MS. HENDERSON:  Yes.

MR. BROPHY:  Okay, great.  Thank you.  I only actually have one more question, maybe one or two parts, we will see how it goes.

You are aware BOMA's delivered energy efficiency programs in the past in Ontario?

MS. HENDERSON:  Yes.

MR. JARVIS:  Absolutely.

MR. BROPHY:  Yes, yes, okay.  And I think you had indicated that Enbridge hadn't consulted with BOMA for the 2023-to-2027 DSM plan, or asked BOMA to deliver any programs on their behalf.  Am I stating that correctly?

MR. JARVIS:  No, no.  We deferred to comment on that, that Enbridge knows best what conversations they had with BOMA.

We are consultants that are representing BOMA in these hearings, but Enbridge can comment best on whether they did or did not have conversations with BOMA.  We're not aware of that.

MR. BROPHY:  Do you think it would be, based on your knowledge, do you think it would be beneficial to DSM savings in Ontario if BOMA had the opportunity to deliver a program to its members?

MR. JARVIS:  There is -- that's a significant -- again, I will try to be as concise as I can.  The magnitude of gas savings potential and the associated emission reductions, which is what drives us, is such that -- and the degree of transformation and in the way buildings are operated and managed and how decision-making happens, all of these -- that is such a substantial area that it's -- and the urgency of getting things done to meet 2030, 2040, 2050 targets is such that we see this as a big tent and it is all hands on deck.

So I get a little bit bemused by important questions around attribution and so on.  Our belief from all of the data that we look at and it is what we do most of the time is that we're not getting the job done in achieving the readily available targeted savings in the majority of buildings across the province, and it needs to accelerate.  We just can't get there from here and the schools example I gave you where in fact even though we're making savings in some part of the schools, most aren't changing and others are increasing, which in fact is offsetting the gains.  We've got to kind of right that ship.

So we see initially Enbridge we regard as being very capable at delivering programs which have been affected in achieving results and very open-minded to explore alternative ways, and in fact with the IESO piloted the work leading up to this proposed pilot project in schools.

So Enbridge has been very open to that on a go-forward basis, as again we referenced in our responses, was this big tent.  We see utilities involved with BOMA, for example, around the race to reduce which is tackling office buildings where rather than sponsor, it is everybody at the table and let's talk about collectively how can we best recruit all of the building owners identified, the 25 percent of the buildings that have 70 percent of the savings potential, help them with technical support throughout the process, which again is what the city is working on right now with a strategic energy management program around the Green Will Initiative.

So it is really all hands on deck to help owners identify the -- first to engage owners, then to help them identify the savings potential, help them identify the buildings that have the biggest opportunity, and then help them manage their own on a portfolio basis.

There is so much to be done.  There is room for everybody.  I don't think it is either/or between third party and utility company delivered, but certainly BOMA, and we referenced in our evidence the city of Toronto's Step Program, the tower renewal office where they have hundreds of apartment building owners working on benchmarking.  And collaboration; we mentioned the climate challenge network programs, greening healthcare has a lot of hospitals working together, sustainable schools.

So there is a lot of this happening now, as I think you referenced in some of the earlier questions, Mr. Brophy.  And it is all hands on deck and let's collaborate around a structure which is how do we get people involved and how do we work them through the path to deliver real savings measured at the meter, and then see the whole system gas use coming down.

MR. BROPHY:  So you know, as you mentioned, if the DSM programs are not enough, more is needed, it is all hands on deck including partnerships with be it BOMA or whoever else you were referring to.

What's needed to make that happen that isn't happening right now?  What needs to change?  Because it is not happening today, right?

MR. JARVIS:  It's happening sporadically, I think.  Ms. Henderson, would you agree with that?

MS. HENDERSON:  Yes.  I particularly linked where Chris Neme was going around kind of a policy framework that brings these programs together.  I think that is something that is really needed, because there are disparate programs and individual programs here and there and bringing them all together would make sense, I think, from the customers' perspective.  But yes, it has often been used by the vast array of programs and policies and things out there.

And we know through our work, through the conversations with the city of Toronto that that's been a request time and time again, is simplicity and just streamlining this process for the customer.

The other piece -- so I think that is a huge piece.  Also to align intent and what's being - what's being addressed to the customer, what the customer reads and what they get is a streamlined package that kind of has the waterfront of all of the possibilities, electrical, gas, all of the other incentives and funding and grants that are available, so it is a kind of one-package deal to really cut down on the barriers.

MR. BROPHY:  To that point, Ms. Henderson, Pollution Probe had advocated for a hundred percent partnership across every program to achieve exactly what you were suggesting.  Not just within gas, but with others that deal with the same consumers, be it electricity or other things.

So what I am picking up is you support that as the best approach in Ontario?

MS. HENDERSON:  Absolutely.  And I think we've had very clear indication from BOMA staff that carbon reduction is absolutely their key target, a key piece -- a key primary policy for them right now.  That is what the members are saying, so anything that streamlines and expedites that, that is what we're looking for.

MR. BROPHY:  Great.  Thank you very much.  I will end there.  Have a great rest of the day.

MR. MURRAY:  Thank you, Mr. Brophy.

MR. ELSON:  Could I step in and ask a follow-up question?

MR. MURRAY:  Is it short?

MR. ELSON:  It is one question and it is for an undertaking.  I actually don't --


MR. MURRAY:  For sure. I am trying to keep us on schedule, but go ahead.
Examination by Mr. Elson:


MR. ELSON:  I wanted to follow up on Mr. Brophy's questioning.  I agree with his concern that we're setting up for a five-year DSM plan, 2023 to 2027, and if there aren't concrete specifics in place in terms of some of the programming that you are talking about, we'll be missing the boat for five years.

I think in JT3.6 you will be coming back with some specifics about the overall potential of the kind of programming you're talking about.

My request would be that you add to that, because from our perspective, we're not looking as much as, you know, what is the entire overall potential and let's do an entire huge potential study, but what should we be doing in the next five years.

So what would be a good starting point?  For us, it is, you know, particularly what do we do in 2023, 2024, but ideally all the way up to 2027.  And it's how much should the Board be putting towards this and what would the savings be.

I know that is easier asked than answered.  But if you could take that away on a best efforts basis, either roll it into 3.6 or as an additional undertaking, we think that would be helpful for the process because there is an opportunity now to make that change and I just wouldn't want to get set on a pathway where we lose that window.

MR. JARVIS:  Thank you for that, Mr. Elson.  We can take that on on a best efforts basis and would suggest it be added to JT3.6.
UNDERTAKING NO. JT3.6 (SUPPLEMENTAL):  ON A BEST-EFFORTS BASIS, TO DESCRIBE A STARTING POINT FOR THE NEXT FIVE YEARS, FOR EXAMPLE WHAT TO DO IN EACH YEAR FROM 2023 TO 2027; HOW MUCH SHOULD THE BOARD BE PUTTING TOWARDS THIS AND WHAT WOULD THE SAVINGS BE

MR. ELSON:  Thank you.

MR. MURRAY:  Thank you, Mr. Elson.  You were short, as promised.  I am now passing it over to Mr. O'Leary.
Examination by Mr. O'Leary:


MR. O'LEARY:  Thank you, good morning.  Just a couple of questions to pick up on the question asked by Mr. Brophy and then in the end, Mr. Elson, and perhaps I am just a little confused.

I thought at first in your discussion you were saying that there's lots of data out there, but there hasn't been the -- we'll call it sector-specific studies that have been completed to actually identify where the opportunities are and how to measure them and how to carry them out.

Am I understanding that correctly?

MR. JARVIS:  I don't think so.  I believe the response said that we've not pulled the available data together in the pay for performance construct as to what that would look like if the pay for performance was extended to other building sectors, and that is what we have undertaken in 3.6, to try to model.

MR. O'LEARY:  Okay.  So the data is there, it just hasn't been pulled together until this point.  So let me then understand your undertaking response.

Are you going to come back and propose specific commercial industrial sectors that the performance programs should be rolled out to?

MR. JARVIS:  We're not proposing anything around industrial.  This was always commercial, including institutional and multi-family buildings.  Not industrial.  Not residential.

And, yes, we will pull from a number of sources data around what the -- this version, if you like, of Achievable Potential Study is and how that might roll out over five years through the pay for performance framework.

MR. O'LEARY:  Is your response going to set the rules for eligibility, in terms of buildings?  Which ones require or meet a particular threshold so that they should be eligible and others are not?

MR. JARVIS:  Yes, it is.  And you will find that they reflect quite well what Enbridge has already built into its pilot project proposal.  That is the derivative of what we did with Enbridge previously, on the two projects that have already taken place.

MR. O'LEARY:  Are you going to include the scorecard metrics that the OEB would apply to such programs going forward?

MR. JARVIS:  We will suggest scorecard metrics that we would represent as being supportive of this kind of different approach to energy efficiency programs, yes.

MR. O'LEARY:  And what will that recommendation be based upon?

MR. JARVIS:  It will be based upon our knowledge of the current scorecards, and based upon how we see -- as Ms. Henderson referred to, the dynamics and the needs and the interests of the different commercial institutional building sectors.

MR. O'LEARY:  And will you your response include the specific incentives that would be available in terms of the types of measures and the amounts that the program will offer to participants?

MR. JARVIS:  Given timelines and the best-efforts caveat, yes.  Again, we've indicated already that we like the incentive structure that's proposed within the current pilot project proposal from Enbridge, and it's going to look a lot like that.

MR. O'LEARY:  And will your response include your views as to timing, in terms of how such a program could be rolled out on a calendar basis, when in the future, what staffing will be required to roll it out, and what industry partners or third-party delivery agents will be required?

MR. JARVIS:  I think where you're going is beyond what's -- staffing we would leave -- we will certainly describe, again as we did with the gas, the Toronto gas pipeline hearing, what kind of -- what the strategy would be that we've seen work well elsewhere, in terms of rolling this out.

How that resolves -- and we can certainly identify some of the partners out there now.  But the expectation is over time that this kind of, again, structure will be inviting others to step up in other sectors like retail that we haven't looked at, at this part.

So we can identify the kind of partners, some that might be interested now.  We would not be looking at Enbridge staffing requirements.  We would expect them to look at that.

MR. O'LEARY:  All right.  And coming back to timing, your evidence and your responses indicate that you believe that the pace could be accelerated for these program offerings.  What sort of pace do you think is reasonable?  Is that going to be included in your undertaking response as well?

MR. JARVIS:  We will absolutely be looking at that.  I think Mr. Elson's suggestion of the five-year timeline was very helpful.  So as you say, nothing turns on a dime.

So, yes, the intention would be to say here are our thoughts on how and where this might be ramped up over the five-year period and where we might be at the end of five years, yes.  We would endeavour to respond to that.

MR. O'LEARY:  And will your budget include -- sorry, will your response include a proposed budget for ramping up the program?

MR. JARVIS:  Thinking back to the model which we will build upon, again that we used back in the pipeline hearing, we know that we flagged that through to the kind of incentive level and we did develop all the way to what the TRC kind of numbers coming out of this would look like.

So we will replicate that model.  I haven't looked at it for a number of years now, but my expectation is -- and again, we're listening to Mr. Brophy's and Mr. Elson's comments on, if there is something specific for the Board to look at and reflect upon, we will lose the five years.  We don't want to lose the five years.  We will carry it to the greatest level of detail that we can within the time available.

MR. O'LEARY:  I am asking are you going to be proposing a specific budget?  Ultimately your members will want to know how much more they're going to be paying in gas rates, will they not?

MR. JARVIS:  We will be -- again, my sense is you're extending this to the implications that come out of it.

But in terms of carrying it all the way to what I think I am hearing you say around to the bill impact, no, we will not be carrying it that far.  We don't have enough information to do that.

We will look at the pay for performance program.  We will look at it across sectors.  We will quantify the savings potential.  We will develop the potential roll-out rates as to how might this ramp up over a period of time, and we will quantify the amount of incentives that would be paid out under this.

But in terms of carrying it all the way to what it -- what I think I'm hearing you say, around to the bill impact, we'll not be carrying it that far.  We don't have enough information to do that.


MR. O'LEARY:  So you will not be able to recommend to the panel the amount of additional budget that they should approve for the purposes of the plan in each year going forward to extend this out?  Is that what you're saying?

MR. JARVIS:  I'm saying we will have big elements of what that budget would look like, including the incentive payments, but I doubt that that would be complete enough to be able to carry it all the way through to what would the bill impacts be.

MR. O'LEARY:  One final question, Mr. Jarvis.  When were you retained in this matter?

MR. JARVIS:  The timeline was October of 2021, I believe.

MR. O'LEARY:  When did you file your report in this proceeding?

MR. JARVIS:  Our report is on the record.

MR. O'LEARY:  Yes.  Do you recall the date, approximately?


MR. JARVIS:  I don't recall the date.

MR. O'LEARY:  It was months ago; correct?

MR. JARVIS:  Yes.

MR. O'LEARY:  All right.  And you will agree with me that none of what you've been asked of in respect of Undertaking J3.6 was included in your report or your interrogatory responses; right?

MR. JARVIS:  I'm sorry, would you repeat the question.

MR. O'LEARY:  I said what you are proposing -- my question is, is it not correct that what you're proposing to include in your response to undertaking JT3.6 is not included in your report, nor in your undertaking -- in your interrogatory responses?


MR. JARVIS:  That is correct, that what we're proposing to produce here has not been produced to this point, but I believe is consistent with the interrogatory responses saying that the pace can be accelerated.

MR. O'LEARY:  All right.  Those are my questions.

MR. MURRAY:  Thank you very much, Mr. O'Leary, and thank you very much, Mr. Jarvis and Ms. Henderson.

That is all of the questions that are for you.

We are looking very good with our timeline.  We are four minutes behind schedule, which I think in the grand scheme of things and given the amount of work we've had, there has been great efforts on everyone's behalf.

I would ask people come back from lunch at 1:05.
--- Luncheon recess taken at 12:21 p.m.
--- On resuming at 1:06 p.m.

MR. MURRAY:  Welcome back from lunch, everyone.  The next panel is Green Energy Economics Group, and I have asked Ms. Seers to introduce the panel.

MS. SEERS:  Thank you, Mr. Murray.  So I would like a few others today joining us from the Green Mountain State are Francis Wyatt and Theodore Love from Green Energy Economics.

So I think that is all the introduction you need.  You have obviously their backgrounds and their reports in the record.  So, Mr. Brophy, you are up.
SMALL BUSINESS UTILITY ALLIANCE - PANEL 6

Francis Wyatt

Theodore Love

Examination by Mr. Brophy:


MR. BROPHY:  Great.  Welcome, panel, Mr. Love, Mr. Wyatt.  I guess my first question is -- I just want to make sure I am pronouncing things correctly.  So Green Energy Economics Group, is there an acronym I should use for that or just use the full name?

MR. LOVE:  You can go ahead and use GEEG.  We like to call ourselves the GEEGs over here, so –

MR. BROPHY: I didn't want to jump right to that.   Thank you.

Okay.  So first question or set of questions deals with Pollution Probe number 2 and number 3 in the IRs.  You don't need to pull them up, unless you want to.  I think the questions will be pretty self sufficient and obvious.  But if you need me to slow down or stop at any time, just let me know while you catch up or look things up.

So the first question relates to -- so GEEG confirmed that it is best practice for DSM programs to be coordinated with various partners in the industry to maximize results and cost-effectiveness.

Many small business programs are also direct install.  That's a type of program that applies probably more to small business than a lot of other places.

So would it be correct that, you know, partnerships with -- I don't know if you know IESO.  They do all of the electricity programs in Ontario.  There's municipalities across Ontario that do energy and emissions programs and plans, and other relevant organizations that have been talked about in this proceeding.

Would it be true that those kind of partnerships would be even more relevant for small business?

MR. LOVE:  Yes.  I believe so, yeah.  I think some of the barriers to entry for small businesses in energy efficiency programs is often how little time they have to address the energy use in their building.

So making sure that all services are coordinated is an important step for reaching these customers.  Also there is the cost to deliver programs to small businesses as well.

MR. BROPHY:  And I think I know the answer, but just to double-check, that would include also direct install programs where you put all of the measures in one place, deliver it through one program whether it is gas, electric, GHG reduction, the same would be true for direct install?

MR. LOVE:  Yes, that is correct.

MR. BROPHY:  Okay.  Thank you.  Okay.  In your responses and your report, you recommended increased programs and access for small business sector, which is hard to reach.  And, you know, I am aware, similar to what you pointed out, that small businesses are often disadvantaged in the utility DSM portfolio since it is easier to reach cubic metre targets tackling one large customer rather than 10 smaller ones or 20, or 30 smaller ones.

What kind of best practices approach should be considered to unlock the savings for small businesses and make sure that they're not skipped over in the search for the large business savings?

MR. LOVE:  Sure.  So I would like to point out that Enbridge has done some of these -- some of these practices in the design of their program, including going to the midstream for their prescriptive program design, as well as including a direct install program as you pointed out.

I would say that we also have some recommendations related to how these efforts could be improved.  So for instance, making sure that you're addressing all of the cost-effective measures when you address these customers, and not just the limited set of measures that the program is currently offering or proposes to offer.

Also, there needs to be an additional outreach efforts for these types of customers, and specific marketing and additional -- yeah, additional partnerships as well to reach these types of customers.

You know, I think our plan addresses many of these best practices -- sorry, our report addresses many of these best practices and, you know, I think the other aspects of it is addressing the first cost for these customers which is often something that they are -- have struggles with addressing.  They don't have the capital to invest in energy efficiency, or the ability to borrow money to invest in energy efficiency.

So making sure that the cost is as low as possible for them to participate is very important.

Francis, anything else to add to my --


MR. WYATT:  I am not sure if you mentioned they just need additional assistance as well, a little more hand holding.

MR. LOVE:  Yes.

MR. WYATT:  And to kind of guide them through the process, help them in identifying the potential measures and what is available to them.

MR. BROPHY:  Great, thank you for that.  If you were online earlier today, you would have heard some discussion and it was mentioned that the OEB is looking to determine a policy framework for DSM in Ontario through this proceeding, and not just look at the granular DSM programs proposed by Enbridge, but the broader, bigger picture framework as well.

Only the OEB can decide how much to raise the bar in 2023 and each subsequent year. However, it could provide incremental funding and direction to Enbridge to implement cost-effective partnerships for all its programs to result in incremental cost-effective DSM savings.

Would that type of approach make sense to increase DSM for small business customers?

MR. LOVE:  Yes, I would agree.

MR. BROPHY:  Well, that is a great short succinct answer.  Thank you for that.

The next question and it may link into some things that were discussed earlier today as well, but you recommended increased programs and access for small business.

The OEB's determining in this proceeding as well the plans, the budgets, the targets, the scorecards, and other elements for the next five years in this proceeding.

And unless specific recommendations are put forward for budget programs, metrics and targets, the OEB is not able to take that recommendation and think about how it would include it in its decision.

So when I read your responses to those IRs, there's a lot of good points highlighting the benefits of enhanced programs for small business, the cost-effective partner, all of those things.

But what I did not see was any specific recommendations related to incremental metrics, programs, or budgets that the OEB would be able to then take and think about for including in the decision.

So I realize on the budget question, you indicated that it's hard to come up with an exact number, even though you know, I think you were suggesting that it would be obviously higher than zero.  So I take it that some of these are hard.

But would you be willing to undertake, on a best efforts basis, to provide incremental scorecard metrics, targets and budgets that the OEB could consider to add to the 2023 to 2027 DSM portfolio to help small business?

MS. SEERS:  Let me ask the panel whether that is something that is feasible to be done.  Or we can confer, potentially?

MR. BROPHY:  Sure.  If you need to --


MR. WYATT:  I think it would be a super-rough figure if we did.  I mean, we don't have access to all of the cost-effectiveness models that are set up already, and so we're -- the two things are going to increase the budget would be increasing the numbers of measures and so some of those new measures would need to be screened for cost-effectiveness and only included if they are cost-effective; and then determine how much you are going to pay for an incentive for that.

And then hopefully there would be more participation as well.  And increasing the incentive levels are going to increase that.  So that's, I think it is kind of beyond the scope of what we could very easily do with much accuracy.

MR. BROPHY:  The challenge is currently the report you published and what you provided in responses is likely to end up in the waste bin when the OEB does its decision, because it can't take anything specific based on your recommendations and apply it to programs, scorecards or budgets.

So for any or all three, if you have suggestions on what should be considered and you know, the most specific the better, but I get there might be some limits.  You already indicated that obviously they should be in partnership which will reduce the cost -- or increase the cost-effectiveness all of that stuff.  But I am just wondering, what could you do to help with that?

MS. SEERS:  How about we do this.? If you could rephrase, just so we have it succinctly the question, and we will undertake on a best efforts basis to have a look.  And obviously, Mr. Love and Mr. Wyatt are wanting to be as helpful as possible, but at the same time there is a limit to how much information is available to them.

So we will take that away and make a best efforts undertaking to provide the information that is being requested.  If you could just rephrase the question, though, so we have it clearly.

MR. BROPHY:  Sure, okay.  I will try and if I miss anything we can sort it out.

It is on a best-efforts basis, to provide incremental scorecard metrics, programs, targets or budgets that the OEB could consider to add for the 2023-2027 DSM decision.

MS. SEERS:  Okay.  So we will have that on the record.  So we also have on the record my understanding, what we are agreeing to do on a best-efforts basis is to consider what can be provided, and if nothing can be provided or only a limited amount of information can be provided within the scope of the mandate, we will just say that.

Again, the intention is to be as helpful as possible, but there are limitations, obviously, given the scope of the mandate.

MR. BROPHY:  Yes.  And if there are some that you can't because of limitations, just if you can mention why, and you know, that you don't have the model, that kind of thing.  But, yes, sure that would be great.  Thank you.

MS. SEERS:  That's exactly what we will do, thank you.

MR. MURRAY:  That will be undertaking JT3.7.
UNDERTAKING NO. JT3.7:  ON A BEST-EFFORTS BASIS, TO PROVIDE INCREMENTAL SCORECARD METRICS, PROGRAMS, TARGETS OR BUDGETS THAT THE OEB COULD CONSIDER TO ADD FOR THE 2023-2027 DSM DECISION; IF THE INFORMATION CANNOT BE PROVIDED, TO STATE AS SUCH; TO IDENTIFY THE KIND OF BUDGET INCREASE THAT WOULD BE NECESSARY, AND ULTIMATELY THE NUMBER OF PARTICIPANTS YOU WOULD ANTICIPATE WILL BE GENERATED ADDITIONAL, INCREMENTAL AS A RESULT OF THAT BUDGET.

MR. BROPHY:  Okay, great.  That was quick.  Good, short answers and I will pass the baton, thank you.

MR. MURRAY:  Thank you very much, Mr. Brophy.  I understand Environmental Defence doesn't have any questions.  So next and last on the list is Enbridge Gas.

MR. ELSON:  Mr. Murray, I did actually come up with one question there, while we were waiting there, and I saw that I did have time in the chart, still, but I should be much less than 10 minutes.  If you wouldn't mind.

MR. MURRAY:  Please go ahead, Mr. Elson.

MR. ELSON:  Can I share my screen, please.
Examination by Mr. Elson:


MR. ELSON:  Perfect.  Okay, thank you panel my name is Kent Elson, and I represent Environmental Defence.

I just have one line of questions for you about electric avoided-cost figures and the ones that were used by Enbridge.  Just as a sort of level-setting, I think you would agree it is important to get electric avoided-cost figures right if you are comparing gas or electric options for space and water heating.  Would you agree with that?

MR. LOVE:  Yes.

MR. WYATT:  I would agree.

MR. LOVE:  Yes.

MR. ELSON:  So I am showing you on the screen right now the electric avoided-cost figures in Enbridge's evidence.  This was provided in response to our Interrogatory No. 16, attachment 1, Page 9.

You will see here that they have used the weighted average wholesale cost.  Do you see that there?

MR. WYATT:  Yes.

MR. ELSON:  And for 2023, which would be the first year of the plan, the cost is 15.7 cents per kilowatt-hour.  Do you see that there?

MR. WYATT:  Yes.

MR. LOVE:  Yes.

MR. ELSON:  And I would just like to compare that to attachment 2 of our compendium.  These are numbers from the system operator here in Ontario, the IESO.  You will see here that it is looking at the marginal costs, and in 2023 it is 24.4 dollars per megawatt-hour.

And that would be equivalent to 2.4 cents per kilowatt-hour.  Is that fair?

MR. WYATT:  Yes.

MR. LOVE:  Yes.

MR. ELSON:  So the wholesale price that we looked at was 15 cents and the marginal price is 2.4 cents.

Would you agree that avoided cost figures should be based on marginal costs and not on average costs?

MR. WYATT:  Yes.

MR. ELSON:  Do you have anything else to add to that?

MR. LOVE:  Well, we haven't examined the exact computation of these values here, so we can't tell you if this is the exact marginal cost or the other one includes some other marginal costs as well.  We're also not the supply-side expert here, and did not provide these numbers.

MR. WYATT:  Right.  But in general I would agree that marginal costs are the correct numbers to be using, not the -- we're not familiar enough with the electric avoided costs in Ontario to say whether these are good numbers or not, but.

MR. ELSON:  Got it.  You should look at marginal costs, not average wholesale costs.  But you can't confirm whether these marginal costs are accurate or not?

MR. WYATT:  Correct.

MR. LOVE:  That's fair.

MR. ELSON:  Thank you.  No more questions.

MR. MURRAY:  Thank you, Mr. Elson.  Mr. O'Leary, over to you.
Examination by Mr. O'Leary:


MR. O'LEARY:  Thank you, good afternoon, gentlemen.  My name is Dennis O'Leary and I am counsel for Enbridge, and it is nice to meet you.  I am wondering, Bonnie, could you pull up once again for us the interrogatory response that Mr. Brophy had up, which was 2.PollutionProbe.SBUA.2.

I seem to be having trouble again.  Is that one up for everybody else?

MR. WYATT:  Yes.

MR. O'LEARY:  There it is.  I'm afraid to say is all I had was a full screen with your picture, Mr. Love.

[Laughter]

MR. O'LEARY:  So I need some lessons on how to work this.  So you were asked a number of questions about how the Energy Board could help overcome some of the barriers that you have addressed in your report, and you start by saying, starting clear support for addressing this market when directing Enbridge to develop program plans and requiring reporting on small business segment.

So you are asking the OEB to recommend that Enbridge spend more time generating reports and doing an analysis which is specific to the small business segment.  Correct?

MR. LOVE:  Yes.

MR. O'LEARY:  And that goes along with what you said, is that there needs to be additional outreach initiatives and I think the words you used were hand-holding of some of the program participants?

MR. LOVE:  Yes.

MR. O'LEARY:  All right.  And can you give me a sense, these are additional steps of what your experience is in some of the other jurisdictions as to the incremental additional cost to undertake those activities relative to small businesses in comparison to other commercial businesses.  How much more are we adding on in terms of cost to administer the program?

MR. LOVE:  I'm not sure I have an exact number off the top of my head.  I would say that in general they're higher.  That being said, you know, it is something where the program design is usually around covering a certain percentage of the cost of doing an energy efficiency measure.

And that for instance the current program design for your direct install program covers around 75 percent of the incremental measure cost, and I believe 50 percent of labour costs.

You could consider program design that covers say 75 percent of all costs associated with doing the measure to help get small businesses including the labour costs, and that would be an incremental cost addition to that 75 percent to the labour cost portion.  But I don't have exact figures on that, for instance.

So I think it is more around, you know, what a specific recommendation might be for program design incentives levels more than I can tell you a specific number right now.

MR. O'LEARY:  All right.  So in terms of the incentive level, I take it what you are suggesting is that to attract and see more participation in the small business sector, that that sector will require higher incentives?

MR. LOVE:  Correct.

MR. O'LEARY:  Yes.  And do you have a sense, if there are jurisdictions that have successfully attracted small business participants at higher levels than is current in Ontario, as to what kind of level of an increase in the incentives is necessary to attract them?  Is it 100 percent?  Or is it twice -- or would you double what Enbridge is incenting as a percentage?

MR. LOVE:  Well, I don't think we could double.  I mean, if you are already at 75 percent, I don't think we would be covering more than 100 percent of the cost.

MR. O'LEARY:  What I meant was 75, add another 12 percent, so you're up to say 92 or something, part-way.

MR. LOVE:  I mean, yes, you could do that.

MR. O'LEARY:  Fine.

MR. LOVE:  I don't think we have a specific recommendation on exact incentive levels.

MR. O'LEARY:  All right.  And that is what Mr. Brophy was asking about, and which you are going to give some thought to.

Do you have a sense as to even directionally the additional budget that would be required for the Energy Board to approve to support the small business sector in a meaningful way?

MR. WYATT:  That is part of the undertaking that we will be making best efforts to respond to.

We believe it would be higher cost, higher budget, but what that exact number is we're not in a position to say right now.  And I think even later, we will come back with our best estimate, but it won't be precise, not having access to all of the information that we would need to do that.

MR. O'LEARY:  And will you attempt to indicate how many new participants would be attracted as a result of that?

MR. WYATT:  That's part of what we will be going through the thought process of.

MR. O'LEARY:  Okay.

MS. SEERS:  Mr. O'Leary, my apologies, could Mr. Murray note that last aspect for the undertaking just so it is clear on the record?

MR. MURRAY:  Perhaps if you could just restate the entire undertaking, I think that would be the easiest way or perhaps -- we will look at the transcript.

MS. SEERS:  I am not sure that is easy.

MR. MURRAY:  When we review the transcript, we will try to look at this page and include this aspect.

MR. O'LEARY:  Given the qualifications of Miss Seers, I am not sure that there really is an undertaking, but in the event there is a response at a high level, what I was asking is whether or not you would be able to identify the kind of budget increase that would be necessary, and ultimately the number of participants you would anticipate will be generated additional, incremental as a result of that budget.  You may not be able to do it --


MS. SEERS:  Mr. O'Leary, unlike yesterday, actually there is a clear undertaking and we have given it.  And I think that will be clearly shown on the record.

It helps me, though, when I get the transcript to see the bolding and the numbers to identify what the undertakings are and where they are in the transcript.

So my request is simply -- and this is a note perhaps for the court reporter -- to include a little bolded segment like you do to this last aspect of Mr. O'Leary's question.  And if it is not there, we will find it on the transcript, but that is what I was requesting.

MR. MURRAY:  Perhaps for the transcript we will say this relates to undertaking JT3.7.

MS. SEERS:   Yes, thank you.

MR. O'LEARY:  Correct.  And if I could look at the last bullet of the interrogatory response to Pollution Probe, you say to allow separate net-to-gross assumptions when treating this customer segment to recognize the lower levels of free ridership in this segment.

You may or may not be aware -- and if you are, then please confirm that you are -- that some of the difficulties encountered by Enbridge in respect to some of the measures that it would like to consider are not considered cost-effective because of the free ridership levels that are attributable to those.

So are you suggesting that you would look at the small business measures, the measures that are made available, and that there should be a different level of free ridership applied to those, and therefore a different net-to-gross?

MR. LOVE:  Yes.

MR. WYATT:  Though I would say that net-to-gross assumptions should not affect the cost-effectiveness from a TRC perspective.

It could affect it from a PAC perspective, but not from a TRC perspective.

MR. O'LEARY:  And is there a jurisdiction or a study of some sort that you could reference that would support the Board accepting and approving lower free ridership levels for small business customers?

MR. LOVE:  Off the top of my head, I can't think of a specific study.  But I would hope that your free ridership levels are based on studies for your jurisdiction, and that in any undertaking to examine those free-riderships you would disaggregate information for that class of customers and hopefully be able to apply separate free ridership values for that group of customers.

MR. O'LEARY:  I thought you were suggesting in your response that there is a lower level of free ridership and that you would have identified that in another jurisdiction.

MR. LOVE:  I am not saying that we could look into finding -- to looking into that, yes, we could.

MR. O'LEARY:  But your belief is that it does exist.

MR. LOVE:  Yes.

MR. WYATT:  The additional barriers that we have discussed sort of by their nature makes them less likely to be a free rider.  They're less likely to be putting these measures in on their own to start with.

And so that leads directly to a decreased level of free ridership in the small commercial sector compared to large commercial.

MR. O'LEARY:  Okay.  A couple of just additional questions.  In terms of the small business participants, is there any sort of a threshold or test that you would propose applying to determine if they're eligible, or is this strictly the volume of gas they consume?

MR. LOVE:  Eligible for what?

MR. O'LEARY:  To participate and to receive incentives at a higher rate than other commercial businesses.

MR. LOVE:  Yes.  I think our evidence said that I think we believe that the volume threshold is, for expediency sake, the easiest one to implement at this point.  But we do provide some additional recommendations around customer size and around the number of employees, and the revenue for the firm.

MR. O'LEARY:  But you are not suggesting some sort of a profitability means test?

MR. LOVE:  No.

MR. O'LEARY:  Okay.  Those are my questions.  Thank you.

MR. MURRAY:  Thank you very much, Mr. O'Leary, and thank you very much, Mr. Love and Mr. Wyatt.  Those are all of the questions for you, and we are moving on.

Next on the list is panel number 5.  Mr. Elson, are you here to introduce your panel?

MR. ELSON:  I am, yes, thank you, Mr. Murray and so I believe Dr. McDiarmid is here and can turn on her video.  There she is.

DR. McDIARMID:  Hello.

MR. ELSON:  I will introduce Dr. McDiarmid.  You have her report and you have her CV.  Dr. McDiarmid, are you ready to answer questions?

DR. McDIARMID:  I am.
ENVIRONMENTAL DEFENCE - PANEL 7

Heather McDiarmid


MR. ELSON:  Thanks.

MR. MURRAY:  Excellent.  First on the question list is Anwaatin, Mr. McGillivray.
Examination by Mr. McGillivray:


MR. McGILLIVRAY:  Thank you, Mr. Murray.  My name is Jonathan McGillivray, counsel to Anwaatin.

Hello, Dr. McDiarmid.  I would like to take you to the interrogatory responses, specifically 10.I.Anwaatin.ED.1.  Thank you so much.

And in this interrogatory we had asked about your conclusion that in many cases, it is more cost-effective to go all electric in lieu of installing new gas infrastructure for an existing community without gas service or to a new residential development.

And we asked specifically about how that might apply in the example of indigenous communities, and you provided some very helpful analysis in your response.

If we could go down this page just a little bit.  I am looking at the last sentence of that basically second paragraph where it says generally speaking for First Nations not on the gas system, electric heat pumps are likely to be far more cost-effective than a gas alternative.  And that is really backed up by the two case studies, for lack of a better phrase, that you did for Red Rock First Nation and for the Mohawks of the Bay of Quinte First Nation.  Is that correct?

DR. McDIARMID:  That is correct.

MR. McGILLIVRAY:  Thank you.  I would like to draw your attention to -- actually I think what is the previous sentence there, which says:

"There are many remote and near-remote Indigenous communities currently without gas service, and the risks and benefits for these may differ depending on the characteristics of the community."


You provided a few examples, like housing conditions, existing heating systems, the source of electricity I guess available in the community, and whether or not fuel was used to generate local electricity, and others.

I am wondering if you can provide a bit more colour as to how these characteristics would affect your analysis.  In particular, how they would affect that conclusion statement that is at the end of that paragraph, because I think that is the easiest way to go about this.

DR. McDIARMID:  Well, one of the things that I -- I had a difficulty finding when I was looking to answer your question is what are these communities using currently for heat.

And if they're using something like wood, then I imagine that could be a lot cheaper than heating with electricity.  It also has, it is biogenic, so it has a next to no carbon footprint.  So you know, that would be one factor.  But if they're using imported oil, then I imagine that would be a lost more expensive and have a much larger carbon footprint.

And also, if the local community is generating electricity with imported oil or propane, the efficiency of getting electricity from oil and propane is much lower than the efficiency of getting heat from oil and propane.  So that would have a much -- it would use a lot more fuel and it would generate a lot more greenhouse gas emissions.

So those are some of the things that I was trying to allude to, but I don't know enough about what is being used in those communities to say much more about that.

MR. McGILLIVRAY:  That is very helpful.  I think that provides some context for my next question, which is if I can add to the analysis here, the trend of lower electricity reliability in some of these remote and near remote Indigenous communities, would you expect something like poor electricity reliability to affect your analysis?

DR. McDIARMID:  Well, the thing with if you are bringing in gas into a community to put in gas heating, gas furnaces also require electricity.  So if you don't have reliable electricity, gas isn't going to solve your problem.

MR. McGILLIVRAY:  Because electricity is also required even if the primary source is gas?

DR. McDIARMID:  Yes.  So the gas furnace won't run if you don't have electricity.

MR. McGILLIVRAY:  So the short answer is, basically, if you don't have electricity available as a result of poor reliability, it probably wouldn't affect this analysis very much because the fact of the matter is you need that electricity available one way or the other.

DR. McDIARMID:  That is correct.

MR. McGILLIVRAY:  Okay, thank you, I think those are all of my questions, thank you, Dr. McDiarmid.

DR. McDIARMID:  Okay.

MR. MURRAY:  Thank you very much, Mr. McGillivray.  Next we have Enbridge Gas, Mr. O'Leary.

MR. O'LEARY:  Actually, Mr. Tom Grochmal is going to ask the questions of this witness.
Examination by Mr. Grochmal:


MR. GROCHMAL:  Good afternoon.  Am I coming through?  Can people see me.  I can't seem to see myself.

MR. O'LEARY:  Sorry I neglected to note that Ms. McDiarmid and ED sent through a revision to an interrogatory response yesterday evening, and I don't believe that the company has had an opportunity to review that in detail.  So there may be a number of questions that will arise in respect to that, and perhaps the witness could provide some clarification as to what was done.

But given the lateness of it, it may be necessary ultimately to consider other alternatives as to how to deal with any outstanding questions.  That may not arise so I don't want to go there yet, but I just thought I would point that out.

MR. ELSON:  Mr. O'Leary, I would be happy to speak to that.  The revised numbers that were sent through are explained in the cover letter, including the two specific interrogatory responses that they relate to.  And the only thing that has changed is some numbers, not any of the narrative.

That said, I am happy to follow up with you.  Feel free to send me an e-mail if there is some other sort of additional clarification, and we can endeavour to work that out with you.  I think we're on the same page as wanting to have as much accurate information on the record as possible.

MR. O'LEARY:  Okay.

MR. ELSON:  I should add, it wasn't -- I don't know if I said this, but it didn't impact any of the interrogatories you flagged as one Enbridge was going to ask questions on.

MR. GROCHMAL:  Mr. Elson, I want to confirm, it doesn't impact the original evidence exhibit L, does it?  And the [audio dropout] therein?


MR. ELSON:  Correct.  No.  That is because there were some -- probably Dr. McDiarmid can answer this better than I can, but some of the interrogatories asked about customer-facing prices whereas the report was not based on that.  So it only impacted the -- two of the interrogatory responses and not the evidence itself.

MR. GROCHMAL:  Nonetheless, maybe if you or Dr. McDiarmid can indulge me can I get a run-through, just in terms -- it seems of what those changes are?  Just so I can, you know, be comfortable with them and head off the potential for any follow-up?  Would that be possible?

MR. ELSON:  Sure.  Go ahead, Dr. McDiarmid.

DR. McDIARMID:  Okay.  I will have to bring those up.

MR. GROCHMAL:  Actually, before you do that, Dr. McDiarmid, maybe just an easy one, just to get warmed up.  I did have a glance at your updated evidence and I will admit, just from a presentation standpoint there is some confusion.  Bonnie, if you could pull up the revised evidence please, I will just point out an example.  Not Exhibit L, but the interrogatory responses that came through last night.

If you go to, are we there -- there it is.  Here is an example.  If you go to table 1 on page 16.  Scroll down.  Yes.  For example, Dr. McDiarmid, where it says 15-year operational cost table, there is a string of 10 digits.  I am assuming that is a track change that probably didn't come through properly when you pdf'd it, but it says --

MR. ELSON:  I am going to interject, Mr. Grochmal.  That is my mistake.  It must have been a Word generation issue, so I apologize.  I will send through another version that eliminates that duplication of figures.

On the plus side, it does show you clearly what was replaced.

MR. GROCHMAL:  I wouldn't agree with that.  I think you have to -- you have a 50 percent chance.

[Laughter]

MR. ELSON:  Exactly, that's correct.  I will send through a version that has the previous numbers deleted from it and the track changes print out.  Thank you for flagging that out.

MR. GROCHMAL:  No problem.  Back to you, Dr. McDiarmid.  First thing, quickly, if you could point out sort of what -- maybe just highlight what are those key input assumption changes you made for the purpose of the questions that were impacted, please.

MR. ELSON:  For the sake of Dr. McDiarmid, can we put the letter up on the screen because I think it lists those.  Please.

DR. McDIARMID:  Yes.  I believe it lists those.  So I've got something that is blocking the screen there on that.  There we go.

So there were, there was an issue with the electricity rate, and I missed -- so the electricity rate, when I averaged out the time of use over the course of the week, I somehow miss out Sunday.  I am glad Sunday exists.

There was also the gas supply charge was missing and there was no HST on the carbon amounts, and the facility carbon charges were lacking.

So my source of information where I got the original natural gas information was not clear and I found much clearer data later that clarified things for me, so that I was able to get the right numbers in there.

MR. GROCHMAL:  Okay.  Thanks.  Where would I find -- if I want specifics, where might I find them, Dr. McDiarmid?  Is it in that updated spreadsheet that was attached to the PDF from last night?

DR. McDIARMID:  So specifics in what sense?

MR. GROCHMAL:  If I could actually look at the figures and compare them to what they were previously, if I want to do a comparison, where would I look to find those numbers?

DR. McDIARMID:  So it changed some specific numbers in the Anwaatin.ED.1 and the OEB Staff.ED.1 on page 11 and 14.

So numbers that were related to customer-facing costs would have changed.

MR. GROCHMAL:  Is there anything behind those, like is there any spreadsheet analysis, any input assumption tabs, is there anything behind that that I can look at for verification?

DR. McDIARMID:  We shared the spreadsheet that was used.  Is that what you're asking about?

MR. GROCHMAL:  I think that is -- I am looking for confirmation.  Where can I find that information if I want to follow it up later and see how you account for HST and how you accounted for facility carbon charges, and the rest of things.  Show me where the source is, if you don't mind.

MR. ELSON:  Mr. Grochmal, I can give you the exhibit numbers because I updated the file names when I send them in through RESS and so the -- sorry, let me just pull that up here.  The original would have been ED_IRR_EVD_Attachment_A_20210119.  And then the updated version is ED_IRR_EVD_Attachment_A_Updated_20220301.

So those are the two before and after I think you were looking for.

If you are also looking for track changes, you know, we could provide a redline of the actual interrogatory responses, if that would be helpful for you.  I don't know if that is what you are looking for as well.

MR. GROCHMAL:  I think that was actually helpful, Mr. Elson, and as long as the court reporter got that, I can go back after and just -- I can dig into those spreadsheets and, if necessary, just do a comparison.

So all of the spreadsheets I believe you have -- because I am looking at it separately, you've got a data source tab, I think.  Is that where those updated assumptions would reside, then?

DR. McDIARMID:  Yes.

MR. GROCHMAL:  Okay.  Thanks, Dr. McDiarmid.  I appreciate that.

Sorry, just for one more confirmation.  Something like a facility carbon charge, I think was an example of something that you said was omitted previously.  Would that not impact avoided costs that would impact therefore all of your other answers in evidence?

DR. McDIARMID:  These are solely for customer facing charges.  So when it comes to avoided costs for the utility, I was using Enbridge's values.

MR. GROCHMAL:  Okay.  Fair enough, great.  Let's carry on here.

Bonnie, maybe if you could just go to -- if you go to Exhibit L.ED.1, I guess that is the file by Dr. McDiarmid here, page 10.

Most of my questioning here by the way, Dr. McDiarmid, just as a preface, is just around one of your key conclusions.  And just some of the underlying assumptions just so I understand sort of where Enbridge and Environmental Defence differ in their analysis.  I am trying to get to an understanding of that.

So for example, in this case I think the first sentence under the section is highlighted says at the current time an electric cold climate heat pump is operationally more cost-effective than a gas furnace with 13C series conditioner.  Do you see that reference, Dr. McDiarmid?

DR. McDIARMID:  Yes, I do.

MR. GROCHMAL:  Sort of just confirm for me -- I just interpreted that as, okay, so if I go and replace my traditional gas-fired furnace with an all electric heating system that I am actually going to lower my operating costs over the life.

Is that a fair way to put it, in layman's terms?

DR. McDIARMID:  Sounds right.

MR. GROCHMAL:  Okay, great.  That's what I wanted to understand a little bit, what is behind the table 1 analysis.

We did attempt to ask some questions on it -- Bonnie, if you could go to the interrogatory responses, I guess the most recent set that came through.  Go to page -- if we can go to page 20.  ED 2.ED 1.  Yes, try that one.  That looks right.

We had asked you here during interrogatories about this.  I think one of the differentiating factors has to do with the treatment of carbon tax in the analysis.

My understanding here is that Environmental Defence or yourself, sorry, just assumed that the trend line of a carbon tax increase just continues sort of ad infinitum whereas Enbridge Gas sort of just sawed it off at 2030.

What I am looking to clarify -- I just want to confirm, like, is there any like concrete policy reference, anything that is in writing that you can actually point to as the basis for that assumption?

DR. McDIARMID:  So the government has not made any -- has not said anything about what the carbon tax is going to look like after 2030, at least not to my knowledge.

So in both of our cases, we're sort of guessing what is going to happen with the carbon price.  It's my assessment that $170 per tonne is not going to be enough to decarbonize our society.  We have to reach net zero by 2050.

And you know, between now and 2030, we're going to be addressing a lot of some of those easy to address sectors and things will get more and more difficult to shift away from fossil fuels from some of the more difficult to decarbonize sectors, things like aviation and long distance trucking and shipping, some industrial processes, remote communities for example.  And it's going to take increasing pressure and it's my guess that a higher carbon taxis going to be part of that.

MR. GROCHMAL:  Okay.  Appreciate that.  That is helpful to understand that it is -- like you said it's an educated guess.  I respect your expertise on this, but --


DR. McDIARMID:  But there are --


MR. GROCHMAL:  You don't have a specific reference to anything in writing from a policy source?

DR. McDIARMID:  Not from a policy source.  But certainly things like direct air capture, which we know is going to be necessary if we're going to achieve net zero, is currently running at 250 to 600 dollars per tonne today.

So in order for that to be cost-effective, emissions will have to be more expensive.

There was an analysis done by -- oh, darn.  I can't remember the name of the group.  I can bring it up.

They were projecting that the carbon tax would continue to rise after 2030.  It was a Canadian -- I do have the --


MR. GROCHMAL:  I think you have answered the question sufficiently for my needs.  That is helpful, Dr. McDiarmid.

DR. McDIARMID:  Okay.

MR. GROCHMAL:  I just wanted to be sure that you didn't have --


DR. McDIARMID:  Clean process, yes.

MR. GROCHMAL:  And just that there is no specific like Canadian policy document or anything in writing that you can point to.  So it is your educated guess.  I can appreciate that.  That's helpful.  We can keep carrying on here.

DR. McDIARMID:  Okay.

MR. GROCHMAL:  Bonnie, maybe we can go just one page up to the previous interrogatory that was asked by Enbridge as well.  Yes.  Okay, so this is if we can go to the policy and begin -- getting a tad more technical here.  The devil is in the details, as you know with a lot of these analyses.

I guess what occurs to me is your analysis does rely on assuming a pretty high seasonal efficiency assumption, you know, for lack of a better word in your analysis.  I think you use a H of ten, correct, Dr. McDiarmid?

DR. McDIARMID:  I am using a H of ten, yes.

MR. GROCHMAL:  What occurs to me when we were looking at it is that the conclusions that you draw are sort of very sensitive to your choices, seasonal efficiency.  It is a primer.  Would you agree with that?

DR. McDIARMID:  Yes.  Although I would say that an HSPF of 10 is a bit of a conservative number because there are lots and lots of models available that have much higher efficiencies.  That would be seasonal efficiencies.

MR. GROCHMAL:  Okay.  Yes.  I was asked by Mr. Elson in fact I think on Monday about that exact question.  I think I was asked to confirm ranges up to 13 or thereabouts.  Is that what you mean, Dr. McDiarmid, in terms of your conservative take on this?


DR. McDIARMID:  Yes.

MR. GROCHMAL:  Okay.  It is interesting.  And I guess when you say that there is higher performing equipment out there, would that be, do you know is that equipment that would be appropriate to this discussion?  Like would it be, you know, ducted you can get in three tonnes?  Would you happen to know off the top of your head whether those ratings, those higher ratings, actually you can find them for the type of applications we're talking about here?

DR. McDIARMID:  Yes.

MR. GROCHMAL:  Okay.  If you don't mind, would you be able to undertake and provide me with some information to confirm that?  If we're saying -- maybe just to put a box around this, like could we say something higher than ten, you know, like because I think you used 10 and you're saying it could go up to 13.  I guess what I would be interested to know is you know is, is there actually, to your knowledge, equipment for sale that is like essentially ducted, you can get it in three tonne?  Essentially with the same assumptions that you are using in your analysis, because I don't want you to be using ductless and things that aren't appropriate.  Is that fair?


DR. McDIARMID:  Yes.  There is a list from NRCan.  There is another list from MEEPF (ph) that lists commercially available heat pumps and they list their HSPF values, and I believe three tonne is a fairly common size and they indicate whether they are ducted or mini-splits or, et cetera.

And absolutely ducted.  There are ducted versions available presumably at three tonnes in, for HSPFs of much larger than 10 on both of those lists.  Many, many of them.

MR. GROCHMAL:  Great.  All I know is that I have had a glance at this because you referenced it in an interrogatory to Enbridge and it is a long list.  I will admit I didn't slice and dice it.  I do know you can filter it.  It would help if you could attempt to do that for us and undertake to sort of provide a subset of that list, that -- like I said, I think you covered the parameters well; it is only ducted ones, they're available in three tonne; they're available for scale in Canada.

Would you agreeable to that Dr. McDiarmid?

MR. ELSON:  I think what we could provide is an undertaking on a best efforts basis to provide some examples of units with above a 10 HSPF, and it sounds like we can probably include whether those are ducted and the tonnage as well.  So I think that is something that we can work on.

MR. GROCHMAL:  Okay, great that would be helpful.  That was one of the areas I would like to clear up because, as you know, there are so many different types of applications and sizes, and my understanding --


MR. ELSON:  And you're looking for 10 and up, right?


MR. GROCHMAL:  I would say above ten.  Ten was assumed there, but Dr. McDiarmid suggested there is better performance systems on the market.  So I would like to see some examples of that from NRCan's list, if possible.

MR. ELSON:  Sure.

MR. GROCHMAL:  Okay.

MR. MURRAY:  So we will mark that as Undertaking JT3.8.
UNDERTAKING NO. JT3.8:  ON A BEST EFFORTS BASIS, TO PROVIDE SOME EXAMPLES OF UNITS WITH ABOVE A 10 HSPF, AND WHETHER THOSE ARE DUCTED, AND THE TONNAGE

MR. GROCHMAL:  Okay.  Great.  Thanks.  Moving on here.  I was just intrigued by your response to this IR because you say in the response that the analysis you did does not rely on assumed heat pump capacity, but it does rely on home heating requirements.

So I guess on that point about assumed home heating requirements, Dr. McDiarmid, what did you assume about the home's heating profile and by that, like, what did you assume about the home's heat loss?


DR. McDIARMID:  I was using the home profile that Enbridge used.  It was the newer home which was the home that they used for most of their analysis, and I simply used their heating profile.  Presumably if there was a home that had a higher heating load, they would use a higher tonnage heat pump.

MR. GROCHMAL:  That is helpful.  That confirms what I suspected you did.  You somewhat alluded to that fact.  You essentially were trying to compare it to the Enbridge scenario for the newer home, so you have assumed the same home profile.

I guess with that, that might actually answer the next question, but I will ask it anyway.  I wanted to ask you about the concept of the balance point, and I think being an expert in home heating, you are probably familiar with it, right, but for everyone else it is a bit more of a technical conversation.

The balance point of a heat pump is the temperature at which you need to switch, you know, to, say, a less efficient backup because the heat pump runs at a capacity as you get colder and colder at some point, and then you need to start relying on that electric resistance backup.

So a higher balance point in your heating system needs to rely more on that backup system.  Do you follow me so far in this concept, Dr. McDiarmid?  Are you familiar with it?

DR. McDIARMID:  Yes.

MR. GROCHMAL:  Okay, great.  So I guess what did
you -- did you actually rely on a balance point for the purpose of your analysis?

DR. McDIARMID:  So I was -- yes, because I was using the home that was modelled by Enbridge, I was trying to keep the analysis parallel so that we could compare what the results that you've gotten and the results that we got.

We were using that newer, the values from that newer home and we -- yes.  So we mirrored their analysis.

When heating -- when the heat pump is properly sized for a home, the HSPF for the average seasonal efficiency will take into account the time where it's on the backup heating, so that the you know, that is factored into the seasonal heating system efficiency.

MR. GROCHMAL:  How do you know it is factored into this particular scenario?

DR. McDIARMID:  So if Enbridge was using a HSPF of 10 for that system, so the HSPF of 10, assuming that that heat pump was sized appropriately for that home means that in that home it will have over the course of the season that average efficiency.  Including -- taking, also taking into account the times when it was on backup.

MR. GROCHMAL:  So do you know if the heat pump was appropriately sized in this analysis to know if in fact it is appropriate to just blanketly assume that that HSPF 10 is appropriate?

DR. McDIARMID:  It is in a reasonable ballpark, but I think that is something ultimately more of an installer's area of expertise.  A three-tonne heat pump is sort of a common size for a home of that era.

MR. GROCHMAL:  Yes, I don't dispute that.  I think probably a little lower, but let's go with that for argument's sake.  I guess what I am coming back to it is not installation, is more I'm curious about design principles, the basic design principles here.

I will play back what I heard.  I think in terms of heating load, you said, I think you used the -- maybe I can ask you to confirm.  You used the gas consumption from the Enbridge example as your basis for your calculation.  Correct?

DR. McDIARMID:  Yes.  Just figure out the heating load.

MR. GROCHMAL:  But you didn't actually, but you didn't actually look at the heat loss, like sort of the peak heating requirements, did you?

DR. McDIARMID:  No.

MR. GROCHMAL:  Okay.  And you didn't actually attempt to model the balance point to know sort of how much is that house relying on a backup system versus on the heat pump, did you?

DR. McDIARMID:  No.

MR. GROCHMAL:  Okay.  And I guess that leads me to questions, how can you be sure that the use of your seasonal efficiency assumptions is appropriate for this type of home?

DR. McDIARMID:  I would certainly hope that an installer installing a cold climate air source heat pump is installing the right size that would ensure that it should perform at around an HSPF 10, as rated.

MR. GROCHMAL:  Okay.  Would you agree with me that if you take a certain system and you take the same system, three times, four times its size and put in, say, two different homes, is it possible you might get a different result?

DR. McDIARMID:  Yes.  But if it is sized properly, it shouldn't be very different.  You're going to get a different result with two furnaces in two different homes, too.  There is variation.

MR. GROCHMAL:  Okay.  You know what, I think that concludes my questions.  Thank you, Dr. McDiarmid, for your time.  I appreciate it.

DR. McDIARMID:  Okay.

MR. MURRAY:  Thank you very much, Mr. Grochmal.  And Dr. McDiarmid, I think that is all of the questions we have for you.  So we thank you very much for your time.

Moving right along, I would like to get started on our last panel before the break, just so we can hopefully finish a little early today.  So this last panel relates to Optimal Energy's evidence, which was sponsored by OEB Staff, and we have here today Mr. Mosenthal and Mr. McDonald, who are available for questions.

First on the list is Enbridge Gas.  Mr. O'Leary, over to you.
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MR. O'LEARY:  Thank you, Mr. Murray.  Gentlemen, hello.  Nice to meet you.  I am Dennis O'Leary, counsel for Enbridge Gas.

Can I ask Bonnie to turn to -- it is an interrogatory 3.EGI.4.OEB.Staff.2.  That's it.  Thank you.

The question relates to the Enbridge whole building pay-for-performance program.  And your recommendation is to expand to include all large commercial and industrial customers.

If you could scroll down a bit.  Enbridge asked could Optimal Energy please indicate which leading jurisdictions currently undertake this approach.

And your response was -- if you scroll down a little bit more -- was Optimal has not performed this analysis, but jurisdictions offering similar programs include Massachusetts, Rhode Island and Vermont.

I guess my first question is -- my understanding was part of your objective was to compare program offerings of the company to other jurisdictions.  Was there a reason why you didn't do that?

MR. McDONALD:  I'm sorry.  So I guess I think we interpreted the question as all leading jurisdictions.  You know, we did identify in the answer some leading jurisdictions that have elements of that, you know, offering similar programs and I guess -- does Massachusetts, Rhode Island, and Vermont not sufficiently answer that question?

MR. O'LEARY:  Well, we'll go on a little further.  In B, in fact we asked for those jurisdictions listed, being the three you have just spoken of, provide broken out -- we would like to have you break it out by utility program administrator the following items and there is a list of them.  And you indicate that you have not performed this analysis.

So there doesn't really give us much to go on.  But first let me ask are you generally supportive of a pay-for-performance program.  It appears that you are, since you propose the expansion.  Right?

MR. McDONALD:  Yes.  That's correct.

MR. O'LEARY:  Can you give me a sense directionally of what sort of budgetary increase would be appropriate to achieve the objectives you believe are appropriate here in Ontario.

MR. McDONALD:  So we did not attempt to give specific budget and savings recommendations.  We didn't get into that level of detail of analysis.  We stuck to more of the program design recommendations.

MR. O'LEARY:  Okay.  And from the analysis that you did Perform, and what you know of Massachusetts, Rhode Island, and Vermont, are there any specific sub sectors of the commercial/industrial sectors that you would recommend that the program be rolled out to first?

MR. McDONALD:  Large customers.  So you know, this is more focussed on kind of multi-year agreements to save a certain amount.  And if and when those agreements are met, they get a certain rebate per units saved.

So you know, that recommendation would be focussed especially on large facilities.  I don't know that you need to limit it more than that, but you know, kind of large buildings, industrial facilities, universities, those types of buildings.

MR. O'LEARY:  Okay, thank you, that is helpful.

If you could now turn to 3.EGI.5.OEB.Staff.2, you state in the first paragraph of the preamble that at page 3 of your report, you ensure that the small business direct install program effectively integrates with the electric side and focus the gas program on envelope measures, as is done in the residential sector.

Then on page 28, you note:
"While in theory there are small business direct install measures that do custom measures, including those related to envelope and ventilation, in practice there is rarely significant penetration for these measures."


So my question really is -- there seems to be some inconsistency with what you are saying.  Perhaps you could explain to me how you compare what you have said here and how I can understand it.

MR. McDONALD:  Yes.  Sure.  So I mean, in my experience, I am not familiar with any gas-only small business direct install programs, and I was not able to find any in the research for this report.

And I believe, if I am remembering right, your program even though you are proposing expanding it some, but it is historically focussed on warehouse storage -- door closers or door installation for warehouse doors, and that just seemed to me -- that seemed a niche, like a niche in an application that it would be surprising to me that you could build a cost effective program around it, as a cost effective small business direct install program with it.

So you know, I guess our main recommendation to this is that it should be integrated with the electric side, where there is -- which is what is usually done.  But you know, also to the extent that you are doing a bunch of gas measures, you know, ideally you want to -- you want to expand beyond, you know, that kind of niche measures, warehouse garage automatic closers into measures that are more broadly applicable.

MR. O'LEARY:  But given your -- and your understanding of what other small business direct install programs have done, are there incentive levels for such measures which you can recommend as being cost-effective?

MR. McDONALD:  I mean, we do not have specific incentive levels.  That's done on the residential side with some regularity and in the small business sectors, a lot of times the buildings are quite similar to residential buildings.  I don't see why there should be any theoretical reason that you shouldn't also be able to do something similar as to what is done with homes by Energy Star with custom envelope measures.

MR. O'LEARY:  But you can't help me with any details.

MR. MOSENTHAL:  I was just going to add that typically where small business direct install programs do a variety of measures, they offer a consistent percent of total cost rebate for all of the measures.

So I would envision this would be a similar scenario where you would -- if you are paying 50 percent of the cost, then you would pay that for these additional measures as well.

MR. O'LEARY:  Okay.  But you would agree with me that if you are adding more measures and paying half of the cost, that is going to increase the cost of the program per participant.  Correct?

MR. McDONALD:  Per participant, not necessarily per savings.

MR. MOSENTHAL:  It should increase the cost and the savings.

MR. O'LEARY:  Fine.  But you are aware that one of the issues that is current to this proceeding is the impact on a customer's bills and that by increasing costs, it will have an impact on rates that not all members of that rate class will ultimately enjoy in terms of the savings.  You would agree with that?

MR. McDONALD:  Yes.  Go on, Phil.

MR. MOSENTHAL:  Yes.  You know, if Enbridge spends more money on efficiency programs in general, that is likely to lead to increased rates.  Bills should collectively go down for all customers, but rates are likely to go up unless it is a particular constrained area that is otherwise avoiding a major supply investment.

MR. O'LEARY:  Sorry.  Bills will go down for all customers?  Bills will go down for program participants, I believe is what you meant to say, Mr. Mosenthal.

MR. MOSENTHAL:  Well typically bills from efficiency programs, bills will go down collectively for all customers because they're less costly than the alternative.

MR. O'LEARY:  All right.  I think we're at a disagreement there, but let's turn to interrogatory 10g, EGI.14.Staff.2.  And in this your interrogatory response relates to the Energy Homes program.  You're suggesting a restructuring of it, a revamping of it.

In your answer to A, you talk about the incentive of $1500 for residential new construction does not seem like it would be sufficient to motivate additional Energy Star homes.

And then at the bottom, it reads:
"While the scope of the report did not include suggesting precise incentive levels and design for Enbridge or modelling how these changes would impact program costs and savings, see below for more information on how incentives in MA programs are determined. Incentive is determined by..."

And you have fifty cents per kilowatt-hour.  At the very bottom you say:
"Our strongest recommendation for this would be to eliminate the restriction that a builder can only receive incentives on one home per year, or increase that cap."


So I am wondering if we could now turn to the evidence, Bonnie, at Exhibit E, tab 2, schedule 2.

It is the prefiled evidence as opposed to theirs.  My apologies.  Exhibit E, tab 2, schedule 2, page 12.

There we go.  You see right above paragraph 30 we're talking about Energy Star for new homes.  If you would scroll down a little bit.  You will see that in fact the incentive is up to $1,650.  At the bottom of the line it says, "and receive incentives of up to a maximum of 50 homes."


So for the Energy Star for New Homes Program offering, in fact the incentive is higher and it is more than one.  Was that something -- first of all, has that incentive increased over the 1500 you thought it was?  Is that enough?

MR. McDONALD:  Yes.  I would have to go back and look to see where in the filing that came from or if that was a change in the update.

MR. O'LEARY:  No.

MR. McDONALD:  But builders will only be able to participate once per year.

MR. O'LEARY:  We're going to come to that.  There is a difference between, there is a difference between Energy Star for new homes and the Net Zero Discovery Home Path.  We're going to come to that.

MR. McDONALD:  Okay.

MR. O'LEARY:  So --


MR. McDONALD:  It is possible that is what I was conflating.  I don't know -- you know, and I would have to look into, I would have to -- you know, I would want to think about that a little more, whether 1,650 is enough.  To me it doesn't seem, off-hand, like a super material difference over $1,500.

MR. O'LEARY:  Is it fair, then, to say in response to your strongest recommendations that a builder can receive incentive on more than one home, the fact they can receive an incentive on 50 would address that concern?


MR. McDONALD:  Yes.  That is certainly helpful on that concern.

MR. O'LEARY:  Then if you scroll drown a little bit further, Bonnie, you may have to go into the next page, this is the NetZero path, and the fourth bullet you will see NetZero discovery home incentive of $15,000 per home.  Quite a bit higher than the 1500.  You won't have any comment on this, because I guess this wasn't noted when you reviewed the program offerings?

MR. McDONALD:  Is that a question?


MR. O'LEARY:  Yes.  I just wondered, do you have a comment.  You see the same bullet; it says the builder will only be able to participate once and receive a single incentive.  That appears to be the program you are referring to, but it is a much higher incentive.

MR. McDONALD:  Yes.  I mean certainly you would need I think a higher incentive for net zero homes, so that seems appropriate, that it would be higher.

MR. O'LEARY:  Ms. Adams, can you now turn back to the interrogatory 5.PollutionProbe.4.Staff.1.  If you could just scroll down a bit to the response.

It states that you do not -- right at the beginning, "We do not recommend targets be adjusted based on EM&V results," and a little further on, you indicate that:

"Enbridge should respond to the results by changing the measure mix of their programs or updating the design in ways to manage the new EM&V information.  If Enbridge does not feel this is possible, they should make that case formally in a mid-term adjustment process."

And I think you have said elsewhere -- I can take you to it, but I will just read it to you -- in your report at page 4 Roman numeral IV, your recommendation is:

"We recommend a process to allow updates or midterm modifications.  This would be a stakeholder regulatory process resembling a streamlined version of the process used to approve the current application."


So do you have much familiarity with this application and the steps that have been taken by the parties to reach this point?

MR. McDONALD:  Yes.  We're somewhat familiar with that.

MR. O'LEARY:  There was a filing in May of last year.  There have been reports that have been filed by various parties.  There have been a series of interrogatories asked and answers.  There's been reply evidence.

We are now close to a year following the initiation of this process.  We followed a stakeholder process.

I am just curious if you believe that recommending a streamlined process is something that is, as a practical matter, achievable.

MR. McDONALD:  I mean, it's done in a lot of other jurisdictions that we work in, including Massachusetts and Rhode Island where they have kind of you know, large multi-year plans, but then somewhat routinely file and approve mid-term updates.  So, yes.

MR. O'LEARY:  Sorry I didn't mean to interrupt.

MR. McDONALD:  No, no go ahead.


MR. O'LEARY:  There is a proposal for a mid-term update, but, proposed by the company but it is very limited.

Are you suggesting that that is the way to proceed, that if there is a mid-term update, that only the company should have the ability to request approval for updates?

MR. McDONALD:  Right.  Yeah.  I will let Phil chime in too but what you know, this would happen -- if EM&V results come back and the company feels that they can no longer reach their goal, they would initiate a mid-term update where they would make a case on how and why the goals would need to be adjusted.

MR. O'LEARY:  So when you say mid-term, it could happen at any point during the five-year term of the plan?


MR. McDONALD:  That's correct.  Yeah, I mean, you know, the policy details could be ironed out you know, I would imagine.

MR. O'LEARY:  All right.  But some of the --


MR. MOSENTHAL:  Some of the places I am familiar with do it as an annual update.  So they have a multi-year filing and instead of targets, but they can come in prior to the beginning of the next program year and say, you know, here's a bunch of changes that happened, and therefore we want to adjust our goals for these reasons.  And it is discussed amongst the stakeholder parties and typically some consensus is reached around some new numbers.

MR. O'LEARY:  So it starts off as a stakeholdering and then they reach a consensus?

MR. MOSENTHAL:  Well, typically it would be the company that makes the proposal.  But it would be, in a stakeholder sort of collaborative process, there might be discussion around it and whether there is alternative measures that could be substituted and those kind of things.

MR. O'LEARY:  And if there is no consensus reached, does it turn into an adjudicated function?

MR. MOSENTHAL:  Yes, I guess it could.  Generally speaking, parties seem to work it out.  But yes, that would ultimately be the solution if you couldn't reach consensus and a party wanted to bring it to the OEB.

MR. O'LEARY:  And if the various factors that are of concern to the company are raised by the company, but intervenors want to take the position that other factors, other targets that perhaps have been exceeded, if they want to raise that to open up those, would those be permitted as well?

MR. MOSENTHAL:  I'm not aware of any jurisdiction where an intervenor could come in in the middle of a plan cycle -- at least that I am aware of -- and propose higher goals than have already been approved.

MR. O'LEARY:  What I am suggesting is that if the company initiates the request, the mid-term assessment, can intervenors suggest that any of the other targets and measures that have been approved previously are open for reconsideration?

MR. MOSENTHAL:  Well, most jurisdictions that I have been involved in, the company has a fair amount of flexibility.

So you have a plan.  You do some modelling around how much of what measures you think you're likely to do, for what segments.  But your actuals generally diverge from that plan.

You don't know exactly how many of each type of widget you are going to end up rebating and who is going to participate and so on.

So I think that is kind of the basis for some of our recommendation is that the targets, at least as they're currently proposed, you know, are significantly shy of all achievable cost-effective potential, and that there is opportunities for the company to respond to EM&V results by shifting some focus, maybe going after, you know, more aggressively some measures that save a lot cost effectively and back off on a measure that maybe EM&V indicates is not that worthwhile any more.

MR. O'LEARY:  I was simply asking administratively whether or not you would recommend some sort of a process like we're going through now to be repeated, perhaps every year during a five year plan.  I would suggest no one would want that.  Is that fair to say?

MR. MOSENTHAL:  Places that have done it that I've been involved in, it hasn't been that onerous.

I think ideally you probably wouldn't want to do it every year, but I think it would be preferable to the target adjustment mechanism where if the company simply performs poorly, they kind of get a pass the next year in terms of their assumed costs for money saved.

MR. O'LEARY:  Thank you.  Let's move on to 3.EGI.9.OEB.Staff.2.  The preamble is taken from your report, Staff 2, page 6:

"The Massachusetts program has been successful at driving significant participation and deep savings.  EverSource in Massachusetts saved 48,182 lifetime cubic meters per participant in its program in 2020, compared to 12,404 for Enbridge."


So before I go to your response, you included that in your report for the purposes of attempting to demonstrate that EverSource was more successfully achieving results relative to Enbridge Gas?

MR. McDONALD:  It was an example of a number, yes.  I mean, you know, that specific example -- I think this is what you are going to get at -- it was misstated in the text.  That was National Grid in 2019, not Eversource in 2020.

But you know the larger point is kind of independent of the specific numbers in Massachusetts that the program should strive to maximize savings per participant.

MR. O'LEARY:  Yes.  Fair enough.  But you picked out specific numbers here, leave aside the fact that the utility was mis-identified, but you called this out because, in fact, the recorded, according to your numbers, savings are four times greater than Enbridge.  You were trying to demonstrate that there was a significant gap between what Enbridge is doing and what that utility is doing.  Is that fair to say?

MR. McDONALD:  Based on these numbers, there's a gap and, yes, that's why we said it.  The 2019 numbers for National Grid indicate that they're doing something that they are getting more savings per participant.

MR. O'LEARY:  Okay.  Could you scroll down, then, please, Bonnie?

So you do identify in the response the text in the report should say "National Grid" and that wasn't why I am going to this question, saved the same number.  But that it should also indicate that it was the 2019 program year, not 2020.  Correct?

MR. McDONALD:  That's correct.

MR. O'LEARY:  Yes.  You then go on to say a little further down, fifth line -- you explain that it is National Grid and where to look and you say:
"In this line, you can see that the program served 4810 participants, for total net lifetime savings of 81.28 million therms."

  Then you do the conversion that works out to 48,182, which is the number you compare to Enbridge.  Right?

MR. McDONALD:  That seems correct.

MR. O'LEARY:  All right.  And you say:
"We used 2019 results as a better specific comparison in this case, due to significant disruptions in the 2020 coordinated delivery program caused by COVID-19.  The numbers cited above for 2020 are correct, with a caveat that we used a conversion rate of 2.85."


I think you mean the numbers cited above for 2019 are correct.  Right?

MR. McDONALD:  I think I meant -- if you scroll up a little, I think I meant the numbers you cited in the question for 2020.

MR. O'LEARY:  Okay.  But let's just continue on.  Could you, Bonnie, pull up compendium 1, please?  If you could enlarge that a bit.

Could you confirm for me, Messrs. McDonald or Mosenthal, that this is the table taken from the National Grid reference that you cited in your report.

MR. McDONALD:  That looks correct.

MR. O'LEARY:  All right.  And so I am looking at the first line and it reads "Planned", so that is in the fourth column, reporting period 2019 plan.  Would that be similar to a target or what they're hoping to achieve?

MR. McDONALD:  Yes, that's correct.

MR. O'LEARY:  And the participants are 32,907.  Could you move over a little bit, Bonnie, to the right.

So they're hoping to get 32,907 participants and generate lifetime natural gas therms of 60.4 million.  Correct?

MR. McDONALD:  That's correct.

MR. O'LEARY:  That's their plan.  If you could then go down to the next line and you will see 2019 evaluated.  Would that be what was ultimately determined to be the actual?

MR. McDONALD:  Hmm-hmm, yes.  That's correct.

MR. O'LEARY:  And you will see the participants are 4,810.

MR. McDONALD:  Yes.  That's correct.

MR. O'LEARY:  Yet the net lifetime natural gas savings are 81.3 million.

MR. McDONALD:  Hmm-hmm.

MR. O'LEARY:  Did you question at all as to how 90 percent of the participants could generate savings that are 25 percent higher than what they were targeting?

MR. McDONALD:  Look, I mean, so we did not do a comprehensive analysis on this.  You know, I just pulled that number from the 2019, out of curiosity, and saw that it was much lower.  In a deeper look it might be an outlier.

The point remains that, you know, I think the fundamental point that we are making remains that it is good to maximize savings.

You know, we didn't necessarily -- we didn't necessarily mean this as a huge criticism on your program.  I think overall we said this in the report the residential portfolio is pretty good that you are offering, but we're offering some points of improvement and one of those points of improvement was to structure the programs to try to increase savings per participant.


And you know, that kind of remains, whether this is outlier or not we didn't -- you know, the point of this report wasn't to do a comprehensive analysis on the savings per participant in Massachusetts.

So you know, this was one data point and in digging it might be an outlier.

MR. O'LEARY:  So what you are saying --


MR. McDONALD:  We didn't do a comprehensive look at that.

MR. O'LEARY:  So you didn't do a comprehensive analysis and review.  It seems to me that it is pretty clear that it is an outlier, which means that your comparison to Enbridge in this respect is inappropriate and unfair.  Would you agree with that?

MR. McDONALD:  I would have to dig -- I would have to dig into why that was an outlier or if it's an outlier.  I mean 2020, yeah, I don't know I would have to dig into what is happening there.

MR. MURRAY:  Mr. O'Leary, Mr. O'Leary, it is Lawren Murray here.  It strikes me that some of these questions are not so much clarification questions, more as cross-examination.

So I would ask that you keep your questions to kind of technical questions to resolve or clarify the evidence.  There is a time and place for cross-examination and that is before the Panel later this month.

MR. O'LEARY:  Well so the clarification I am looking for is for Optimal Energy to acknowledge that their comparison is inaccurate.  If they were to make enquiries with National Grid, they would determine that in fact there were 37,000 participants in that year.

Perhaps I could get an undertaking for you to contact National Grid and therefore you would be able to recalculate your comparison.

MR. McDONALD:  Yeah, I mean I don't think that would be in our scope and I don't think it is particularly relevant to the conclusions of the report.

MR. O'LEARY:  We're not going to be given an undertaking for you to confirm?

MR. McDONALD:  I guess I would --

MR. O'LEARY:  Or withdraw the statement?  Or the portion of your evidence which has been shown to be an outlier?

MR. MURRAY:  Mr. O'Leary, you seem to be well acquainted with what you feel the number is.  If you want to put something on the record at the hearing, that is Enbridge's right to do so.  I would suggest that we move on.

MR. O'LEARY:  Ms. Adams, could you turn to EGI.2.Staff.2.  3.EGI.2.OEB.Staff.2.  I don't think that's it.  It is 3.EGI -- there we go.  Thank you.

So you were asked some questions about your jurisdictional analysis due diligence, and the question you were asked was, as part of its evidence Optimal Energy compares Enbridge Gas's program designs and performance to those from other jurisdictions.  You were asked would Optimal Energy agree that in order for a fair comparison between different jurisdictions, both generally and specifically with respect to savings as a percentage of sales, that several factors need to be taken into consideration, including, and weatherization.


And your response, I will go to in a minute but you agreed to this.  I thought I would ask you about a couple of these.

So weather normalization, new building codes and standards. Equipment measures and base lines, these are all things that would be appropriate to look at if you were going to do a fair comparison?

MR. McDONALD:  Is this a question?


MR. O'LEARY:  Yes.

MR. O'LEARY:  I am asking if you would agree.

MR. McDONALD:  Yes, this stuff would impact the specifics.  You know, if we're talking order of magnitude, there's a question of how much it would impact.  It is very difficult -- for these reasons, it is very difficult to make exact comparisons of savings from one jurisdiction to the other, but you know, that does not mean they're useless.  They can still tell you key data points and takeaways, even though they're imperfect and they're not completely equal in every aspect.

MR. O'LEARY:  All right.  So if we go down to the bullet where it reads:  "Approach to and manner of EM&V net-to-gross calculations", we learned today from Mr. Neme, he accepts that New Jersey, for example, uses a net-to-gross across the board value of one.  Were you aware of that?

MR. McDONALD:  I am very familiar with New Jersey.  It is using a 1.0 net-to-gross in the short term for the first program year, while the programs are transitioning to the IOUs.

There are evaluation results expected starting April of this year, I believe, subject to check that -- and once those results start coming in, they will begin using a net-to-gross ratio reflecting of those results.  And so that should start happening imminently and you know, I am familiar with the actors there and everyone is expecting that going forward the net-to-gross ratio won't be one.

So that is yes in the short term, that's true.  But it is not you know, that's just kind of a function of this short-term transition and expansion of efficiency efforts in New Jersey.

MR. O'LEARY:  And are you aware of what the net-to-gross factor is used on an average in respect of Enbridge Gas?  How it compares to the 1.0?

MR. McDONALD:  I mean it is lower, yeah.

MR. O'LEARY:  Would you accept that it's at least half?

MR. McDONALD:  At least half?

MR. O'LEARY:  Mr. Neme advised that he understood it was around 0.5.

MR. McDONALD:  I mean I think its around 0.5 for the custom programs and higher, which is admittedly the majority of your savings and higher for some of the other programs, but I would have to check to get an exact answer on that.  I don't know the total net-to-gross of Enbridge programs off-hand.  I can provide --

MR. O'LEARY:  Am I correct that in Minnesota the utility targets are based on gross savings?

MR. McDONALD:  In Minnesota they are based -- I would have to check that.  That is subject to check.  You are probably right.  I am not very familiar with Minnesota off-hand.

MR. O'LEARY:  All right.  But if we could go to the next page, Bonnie, you say in your response to A, we agree.

So I didn't go through the entire list of all of the adjustments that you might consider, but you say:
"We agree that all of these items can have influence on the cost-effective achievable efficiency potential and can therefore also impact savings as a percentage of sales when pursuing savings targets approaching all cost-effective achievable potential.  In addition, we agree that baseline assumptions and TRMs can directly influence the amount of savings a utility can claim and therefore impact the savings as a percentage of sales being achieved."

MR. MURRAY:  Mr. O'Leary before we continue perhaps we could just clarify.  I believe you forgot to mention the word some, they can some have some influence.

MR. O'LEARY:  I didn't mean to do that.  If I missed a word, my apologies.

MR. MURRAY:  I just wanted to say "some influence".

MR. O'LEARY:  Then you were asked at question B, if you scroll up a bit, Bonnie -- you were asked, as it relates to the comparisons made in this report:

"Could Optimal Energy indicate what efforts/adjustments, if any, were made for the above-mentioned factors when conducting the analysis and presenting comparisons."


You scroll down; your answer to B is:

"The quantitative comparisons in the report were given as a high-level benchmarking exercise, and not intended to prescribe precise levels.  The report does qualitatively discuss many of these differences".

So let me ask you first of all there.  So from a qualitative perspective, what are you trying to tell the Energy Board should take from your comparisons of the jurisdictions with Enbridge Gas?

MR. McDONALD:  I mean, I think we -- I think we give that in the report, give the recommendations in the report on that.

MR. O'LEARY:  But it is a high level without a --


MR. McDONALD:  Right.

MR. O'LEARY:  Without a baseline adjustment comparison.  So you're saying that the Board should go away and take the position or the -- adopt the view that your comparisons show that Enbridge is -- its programs are not operating as effectively as these other jurisdictions?

MR. McDONALD:  I do not believe we said that in the report.

MR. O'LEARY:  All right.

MR. MOSENTHAL:  I think, just if I could add, I think this really goes more towards the overall targets as opposed to the effectiveness of any given program.  And you know, this information is sort of one other thing to look at in addition to the potential study, which indicates that there is more achievable cost-effective potential.

So I think we were trying to show that there are jurisdictions that have more aggressive levels of savings that they're pursuing and that the OEB might want to consider that.

MR. O'LEARY:  Well, could we now move to compendium 2, please.  And the first few pages are taken out of your report.

And table 1 and 2 deal with residential.  And table 5 and 6 then deal with custom industrial.  Please go back up then, Bonnie, to the first table, table 1.

I am not going to take you through these, but you have presented a table entitled "residential overview" and you've got a column with Enbridge Gas in Ontario, and then you have a column with CenterPoint, Minnesota.

And the third row is percentage of sector sales saved.  And you are comparing your calculations of 0.15, 15 percent to that of CenterPoint of 98 percent.

So I take it the impression you are trying to leave is that Enbridge is not as effectively delivering savings on a percentage of sales basis as CenterPoint.  Right?

MR. McDONALD:  This is a factual statement of the percent -- you know, the sector sales.  It is just a reported savings divided by the residential sales.  There's factors that influence it that we do qualitative discuss in the proposal, but we're not -- you know, this is laying out just that math of those numbers.

MR. O'LEARY:  I understand, okay.  If you go to the next table, please, in this one you go into a little more detail.  You are actually looking at the various CenterPoint, Minnesota, program offerings.  And the biggest one, so that is the middle group, the biggest as a percentage of their budget is the home efficiency rebates which is about half of their budget and according to this table, generates more than half of their first year annual savings.  Right?

MR. McDONALD:  That's correct.

MR. O'LEARY:  Okay.  And I take it you just took these numbers from the CenterPoint Minnesota website and included them in your report, without any further analysis as to whether or not they are comparable to what Enbridge does?

MR. MURRAY:  Mr. O'Leary, once again Lawren Murray.  Can you point us to where in an interrogatory this relates to, because this strikes me once again as cross-examination and not related to interrogatory responses and trying to clarify the record.

MR. O'LEARY:  If you would go back to interrogatory 3.EGI.2.Staff.2, we asked -- first of all, the witness has agreed that these baseline adjustments are appropriate and we then asked if, in question B, whether or not -- what efforts were made.  And I am trying to determine the extent of the efforts that were made to understand ultimately what is the message that Optimal is trying to make to the Board in terms of the results that have been presented.

MR. MURRAY:  But it doesn't respond in terms of efforts made.  Isn't that provided in B?

MR. O'LEARY:  I'm talking about the quantitative comparison, and trying to understand what it is qualitative that they've done and they're expressing to the Board.

So I am taking the witnesses to the specific data that is in the report and asking how it can be converted to Ontario.

MR. McDONALD:  So I mean, you know, I don't think that -- I don't think that is necessary at a high level to make every single little adjustment in order to, you know, in order to compare to Ontario.  You know, when you are looking at high level data, you know, high level things like net versus gross might be important, but it's not feasible or that helpful to just go through and say, oh, well, we can offer this measure, but you can offer that measure.  Our net-to-gross for this one is higher than your net-to-gross for this one, but yours is for this other measure.

That is just not a very useful exercise to adjust that, to make those adjustments quantitatively.  So that is the reported -- that is the reported cost and savings from Minnesota CenterPoint.

MR. O'LEARY:  Well, I appreciate that is your view.  That is not ultimately, when one reads the report, necessarily the way that the regulator and others will interpret that.  That is why I am asking, to determine whether or not the comparison is fair and I want to get some clarity as to the extent to which you have actually drilled down and considered the impacts of these things.

So if you go back to compendium 3 -- sorry, 2, the next page.  Sorry.  Go through the tables, Ms. Adams.  Keep going through.  And stop there, please.

So, Mr. McDonald, Mr. Mosenthal, first of all you will appreciate or -- first of all you will accept the fact we forwarded these to you on Monday.  Have you had a chance to review them and to confirm that the data source is correct?

MR. McDONALD:  I have not since Monday checked, double-checked that data source in those highlighted numbers, no.

MR. O'LEARY:  Subject to check, and we have tried to identify in the documents the actual source of the information, but subject to check -- and it is only fair to go back and confirm this -- we have highlighted.

So we are looking at the Home Efficiency Rebates program.  And these numbers will align with -- you will see the 9858 million, that in fact is the same budget number that is included in your table 2.  And the energy savings figure that is in your table 2 is in the second last column, 11.7 million cubic metres.

So I just wanted to confirm we're coming from the same source of data.  Can you go to the next page, please.

MR. MURRAY:  Mr. O'Leary, maybe a point of clarification.  I have been under the impression these are actually kind of snippets from the evidence already.  Are these documents that have information that is not currently in the evidence?  If so, then we should probably mark them as exhibits.

MR. O'LEARY:  We should.

MR. MURRAY:  And we haven't.

MR. O'LEARY:  And we should.  Some of it are snippets from the evidence and some of it is not.  So this is compendium 2.

MR. MURRAY:  Compendium 2, maybe you can just describe the title on the first page and then I will give it an exhibit number.

MR. O'LEARY:  The compendium consists of from Exhibit L, Staff 2, tables 1, 2, 5 and 6.

Then the next page is taken from the CenterPoint home efficiency rebate data.  It is from their website and the reference for the next page is similarly CenterPoint.

Then there are several tables that have been prepared by us to compare the results for with appropriate adjustments.

MR. MURRAY:  Perhaps we will -- the file titled "Compendium 2" Exhibit KT3.2.

MR. SHEPHERD:  Jay Shepherd.  Mr. Murray, Mr. O'Leary, who is filing this new evidence?

MR. O'LEARY:  It is being used for cross-examination, Mr. Shepherd.

MR. SHEPHERD:  You can't just put stuff up for cross-examination.

MR. O'LEARY:  It is on the public record.  It is taken from the CenterPoint, and then the numbers I am going to ask these witnesses to review and confirm that they're accurate in terms of the calculations.

MR. SHEPHERD:  These are tables that your witnesses have produced, right?

MR. O'LEARY:  No.  The first four tables are the evidence of Optimal.

MR. SHEPHERD:  The one I am looking at on the screen appears to be something from your witnesses.

MR. O'LEARY:  The top portion are the figures taken from CenterPoint's data.

MR. SHEPHERD:  And.

MR. O'LEARY:  The bottom I am going to come to and explain what it is, I am going to ask the witnesses if they agree with what's been done.

MR. SHEPHERD:  Are they Enbridge witnesses that have produced these?

MR. O'LEARY:  The calculations have been performed by us, yes.

MR. SHEPHERD:  Then why didn't your witnesses present them so that we could ask some questions about them?

MR. O'LEARY:  And when would we have done that?

MR. SHEPHERD:  Well, apparently you filed this on Monday.  So you could have filed it as evidence prior to the technical conference.  We could have asked you questions about it.

MR. O'LEARY:  It is in aid of my examination today.  It is not our evidence.

MR. SHEPHERD:  I am very concerned that your entire examination appears to be cross-examination, which the rest of us are not allowed to do, and Mr. Murray has already complained twice about that and you appear to be ignoring him.

And now you are putting in new evidence -- which is fine; as an aid to cross-examination, that's great.  As an aid to technical conference, it is not great.  You are not supposed to be cross-examining.  I am registering my objection to this, and I will leave it at that.

MR. O'LEARY:  All right.  Well --


MR. BROPHY:  Mr. Murray, it is Mr. Brophy.  I had the same concern.  Mr. Shepherd just jumped in ahead of me.  I with going to recommend these compendiums be struck from the record, and if Mr. O'Leary wants to take us to the evidence that is on the record, that's from the panel, that's being asked the questions in the technical conference, that would be more appropriate, in my view.

MS. SEERS:  Mr. Murray, it is Ms. Seers.  I would echo everything that Mr. Shepherd and Mr. Brophy have just said ,on behalf of SBUA.

MR. MURRAY:  Mr. O'Leary, do you have anything else to say?

MR. O'LEARY:  I will request that you, witnesses, your witnesses give us an undertaking to review the calculations that have been performed and to respond with their views as to whether or not they have been completed accurately.  And that the source material has been stated accurately.  And if there is some concern about the calculations that have been made, to respond with those in your undertaking.

MR. MURRAY:  Is there in reason why your client couldn't have put this in evidence at the beginning of the technical conference?

MR. O'LEARY:  It is not our evidence.  It is from CenterPoint.

MR. MURRAY:  But it is evidence you wish to put in the record?

MR. O'LEARY:  They are calculations that I could ask these witnesses to do, which I will ask them to do step by step if need be, but this was to assist in my understanding of the depth of their analysis of the figures they are presenting to the Board to compare Enbridge to CenterPoint.

MR. ELSON:  Mr. Murray, the question that would be helpful for me is why this wouldn't have been included in the reply evidence, which there was a whole step for.

MR. MURRAY:  I think that is a fair question, Mr. Elson.  Mr. O'Leary, do you have a response to that?


MR. O'LEARY:  I am not here to answer questions.  I am entitled to ask questions and it is completely and utterly appropriate for us to determine, for the purposes of understanding Optimal's report, the extent to which they have done appropriate analysis and adjustment for baselines.

MR. MURRAY:  Mr. O'Leary, the other concern I raise is to the extent you wish to put these calculations to them, is there a reason they weren't put during the interrogatory process that was available to your clients?


MR. O'LEARY:  They are the result of ultimately detailed analysis that we asked and had requested to come from Optimal, which did not come in an interrogatory response.  So I started by taking the parties to -- the witnesses to the interrogatory response.

MR. MURRAY:  But they said -- are you referring to the one interrogatory response?  You're saying that is the one that led to these calculations?

MR. O'LEARY:  It is the one that generated my questions about the extent to which they did undertake an analysis before they made presentations to the Board in a report that makes comparisons without the baseline adjustments.

MR. MURRAY:  I guess the concern I have is like CenterPoint, if you had some concerns about CenterPoint and how it was referenced in the report, that is something you could have brought up in the interrogatory process.  The questions you are asking are very broad and general.  These are very specific related to CenterPoint.

MR. O'LEARY:  We asked for specific answers and we did not receive them.  So what you are saying is that it is appropriate to not respond to interrogatories and to deny the applicant, then, a right to ask questions about the specifics and the concerns that should have been identified?

MR. MURRAY:  I guess what I am having trouble is -- I am having trouble tying the interrogatory and the interrogatory response to the information that you are now see seeking to put on the record.  That is what I am having trouble drawing the line.  These strike me as the sort of questions you could have asked as part the interrogatory process if you wished to have clarifications or wished to put these to them, and now I really don't see the link to the interrogatory which you seek to rely upon, saying you are following up on that.

MR. SHEPHERD:  I might add, Mr. Murray, that if Mr. O'Leary wanted to challenge the witnesses on whether what they're saying is correct, that is cross-examination.  That is what we have hearings for.

MR. O'LEARY:  I am not -- Mr. Shepherd --


MR. SHEPHERD:  If Mr. O'Leary is not challenging, if he is asking questions of clarification, then he's free to do that.  But these are not questions of clarification as you have just described, Dennis.  You described cross-examination.  You are entitled to challenge.  That is what you just said.  And I'm sorry, you are not allowed to do that here.

MR. MURRAY:  In light of that, what I think what we are going to do is we are going to strike Exhibit KT3.2 from the record at this point, and Mr. O'Leary, I realize we spent the last few minutes having a debate about this, but even before that, I think you were close to time.  I just want to get a sense of how much longer you think your questions will be for this panel.

MR. O'LEARY:  Can you please mark Compendium -- did we mark Compendium 1 as an exhibit?

MR. MURRAY:  I don't recall whether we talked about Compendium 1.  I can tell you the decision of the State of New Jersey, that was marked as an Exhibit KT3.1.

MR. O'LEARY:  That was this morning.

MR. MURRAY:  Yes.  Nothing else has been marked as an exhibit.

MR. O'LEARY:  Then can I please have the compendium that we did ask questions about, and then I moved on to the current compendium.  This one should be marked as an exhibit.

MR. MURRAY:  Can you just clarify --


MR. BROPHY:  It is Mr. Brophy.  I would suggest anything that is new evidence should not be brought in at this time.

MR. O'LEARY:  It is the plans and update that were taken from the website of the utility, National Grid.

MR. BROPHY:  But it is not the evidence --


MR. O'LEARY:  They are.  It is the specific numbers that underlie the very evidence of these witnesses.

MR. BROPHY:  So why don't you take us to the evidentiary record on, that they in their evidence or the interrogatory, instead of filing the new evidence?

MR. O'LEARY:  I did.

MR. BROPHY:  Then we don't need the compendium

MR. O'LEARY:  You need the compendium because it shows the numbers that were relied upon by the witness for the purposes of giving the evidence.

MR. SHEPHERD:  I am not sure that there is much value in this harangue back and forth, even though I take the blame for it.  But I think it is left, after this discussion, it is left to Mr. Murray to advise his witnesses whether they're going to answer these questions or not.  And it is up to Mr. Murray, and if you don't like it, Mr. O'Leary, then you have your remedies.

MR. O'LEARY:  I understand that, but I had -- I have already asked my questions on this document, and it is all on the record, so we need to give it an exhibit number.  Everybody can object all they want later, if they think that it hasn't been properly proven, but it is something that we've been talking about.  We spent a good deal of time on this and it needs to be given an exhibit number.

MR. MURRAY:  Mr. O'Leary, it's Lawren Murray here again.  I guess the confusion I had based on the title, the 3.EGI.9.Staff, I thought it was actually some sort of portion of the record that you had reproduced.  It wasn't clear to me this is actually information that is not coming from the evidentiary record itself.

When you didn't ask that it be marked as an exhibit, I had no reason to think it wasn't already in the evidentiary record itself.  That is the concern I am left with.

MR. O'LEARY:  I actually thought we had marked all of the compendiums as one exhibit this morning, but I now realize, when you say the last compendium needed to be marked, that that didn't happen.

So the record needs some reference.  So you can mark it as an exhibit that is under dispute, but you need to have some reference to it for the purposes of understanding the record.

Similarly, the same should also relate to the compendium that is in dispute.

MR. ELSON:  Well, I guess -- in the interests of time, maybe we can mark it as a lettered exhibit.  I agree with Mr. O'Leary that it does need to be marked somehow or another. I am hoping we can move on.

MR. MURRAY:  Perhaps just to move things along, so tab 2 -- is this tab 2 or tab 3 of the compendium, the one we are looking at now, 3 EGI?

MR. O'LEARY:  The compendium -- what I called compendium number 1 is this document.  But we called the earlier exhibit compendium number 3.  They weren't opened up in the order that I have called them.  So it is a little confusing.

MR. MURRAY:  So Exhibit number 1 is KT 3.1 and that is the decision from the state of New Jersey. Which tab was that of the compendium?

MR. O'LEARY:  That is compendium number 3.

MR. MURRAY:  Compendium 3, the decision of the State of New Jersey will be marked as Exhibit KT3.1.
EXHIBIT NO. KT3.1:  DECISION OF THE STATE OF NEW JERSEY DATED JUNE 10, 2020

MR. MURRAY:  Now let's move on to the second document, or second tab of the compendium.

MR. O'LEARY:  Go to compendium 1 next.

MR. MURRAY:  Compendium 1, can you please read the title out.

MR. O'LEARY:  It is, the reference is:  "Plans and updates M.A. Energy Efficiency Advisor Council, state-wide data tables."  And it is from National Grid.

MR. MURRAY:  And putting aside the issue of admissibility and whether it is in dispute for now, at least for the purpose of identification we will mark that as Exhibit KT3.2.
EXHIBIT NO. KT3.2:  DOCUMENT ENTITLED "PLANS AND UPDATES M.A. ENERGY EFFICIENCY ADVISOR COUNCIL, STATE-WIDE DATA TABLES"  FROM NATIONAL GRID.

MR. O'LEARY:  Thank you.

MR. MURRAY:  And the third document?

MR. O'LEARY:  The third document which I described earlier -- there is many pages, let's not repeat that.  But it would be -- we've described as compendium number 2 which consists of four tables from Optimal Energy's report, several pages of data taken from the CenterPoint website and calculations.

MR. MURRAY:  That were performed by Enbridge?

MR. O'LEARY:  Calculations that were performed in-house for the purposes of asking these witnesses -- and I will have further questions -- to respond to the calculations to confirm that they're accurate.

MR. MURRAY:  That will be marked for present purposes, subject to issues about dispute and admissibility, as Exhibit KT3.3.
EXHIBIT NO. KT3.3:  DOCUMENT ENTITLED "TABLES FROM OPTIMAL ENERGY'S REPORT, SEVERAL PAGES OF DATA TAKEN FROM THE CENTERPOINT WEBSITE, AND CALCULATIONS THAT WERE PERFORMED IN-HOUSE FOR THE PURPOSES OF ASKING THESE WITNESSES TO RESPOND TO THE CALCULATIONS TO CONFIRM THAT THEY'RE ACCURATE.

MR. O'LEARY:  And so I appreciate that you have objected to any further questions being asked on this particular exhibit, but I, in fairness, would request that you instruct your witnesses, Mr. Murray, to review it and to confirm the accuracy of the data from CenterPoint and to consider the calculations that are contained therein, so that they will be in a position to respond to this exhibit at the hearing.

MR. MURRAY:  So in terms of the calculations, can you just provide a bit more explanation of what was done by Enbridge?

MR. O'LEARY:  I am not going to be answering questions unless I am entitled to walk these witnesses through and ask them to either agree or not to agree to it.

MR. POCH:  Gentlemen, if I may, this document now has basically the status of advanced notice of material you plan to put to the witnesses at the hearing for cross-examination.  I don't think it -- in fact, I don't think it needs an exhibit number in this hearing at this stage, and of course you and counsel can go back and forth and clarify as needed so that it will serve your purpose in cross, Mr. O'Leary.  I don't think we should be spending time on this now.  It is pointless.

You have already relegated this to the status of advance notice of what you are going to be doing later.

MR. MURRAY:  Mr. O'Leary, can we just move along.

MR. O'LEARY:  We can.  Those are my questions.

MR. MURRAY:  Thank you very much, Mr. O'Leary.  Next is Mr. Elson.

I forgot about the time.  We will have a short break and come back at 3:20.
--- Recess taken at 3:11 p.m.
--- On resuming at 3:22 p.m.

MR. MURRAY:  Welcome back to the technical conference after the afternoon break.  Next on the list is Mr. Elson.
Examination by Mr. Elson:


MR. ELSON:  Thank you.  My name is Kent Elson.  I represent Environmental Defence and I have a couple of questions for you.

The first ones are similar to some questions I asked earlier this afternoon, about electric avoided-cost figures, and I am going to share a screen here.  Just again to level-set a little bit, I assume you would agree that it is important to get electric avoided-cost figures right if you are comparing gas and electric options for space and water heating?  Is that fair to say?


MR. McDONALD:  Yes, that is fair.

MR. MOSENTHAL:  Yes, I would agree too.

MR. ELSON:  On the screen you will see the answer to Environmental Defence Interrogatory No. 16, attachment 1, page 9.  These are the avoided cost figures used by Enbridge.  Do you see that on the screen?


MR. McDONALD:  Yes.

MR. MOSENTHAL:  Yes.

MR. ELSON:  They're using the IESO wholesale weighted average, year to date?


MR. McDONALD:  Hmm-hmm.

MR. ELSON:  And in 2023 that would be 15.7 cents per kilowatt-hour?

MR. MOSENTHAL:  Yes, I see that, yes.

MR. ELSON:  And if I turn now to the numbers from the IESO, which is the Independent Electricity System Operator, these are ED compendium attachment 2.  These are the weighted average marginal costs, forecast and historical.  You will see for 2023, they're 24.4 dollars per megawatt-hour.

MR. MOSENTHAL:  Yes.

MR. ELSON:  And so that would be 2.4 cents per kilowatt-hour.

MR. MOSENTHAL:  Correct.

MR. McDONALD:  Correct.

MR. ELSON:  So comparing them in an apples to apples, these marginal costs figures for 2023 are 2.4 cents per kilowatt-hour whereas the wholesale weighted average cost is 15.7 cents per kilowatt-hour.  Are we on the same page?


MR. McDONALD:  Yes.  Assuming -- go ahead.

MR. MOSENTHAL:  I was just going to say I mean that's what we're seeing.  My sense is these probably came from very different data sources or analysis, given their discrepancy.

MR. ELSON:  Well, I mean let me take you back, then, because I think we're not on the same page.  These are marginal costs you are looking at here, from the IESO.

MR. MOSENTHAL:  Okay.

MR. ELSON:  I will go back to Enbridge's numbers.  They're also from the IESO, but instead of being marginal, they are average costs.  Do you see that there?

MR. McDONALD:  Okay.

MR. MOSENTHAL:  Well, they're both weighted averages.  It is just one is presumably a weighted average of their entire load, and one is a weighted average on the margin.

MR. ELSON:  Exactly, that's right.  Would you agree that avoided cost figures should be based on marginal cost, not based on total cost or average cost?

MR. MOSENTHAL:  Yes.

MR. ELSON:  And would you agree that overly high avoided electricity price figures will make gas options look artificially cost-effective, in comparison to electric options?

MR. MOSENTHAL:  I'm sorry, could you repeat the question.

MR. ELSON:  Sure.  Would you agree overly high avoided electricity price figures will make gas options for space and water heating look artificially good in comparison to electric options?

MR. MOSENTHAL:  In terms of a TRC cost test, yes.

MR. McDONALD:  Yes.

MR. MURRAY:  Okay.  I am going to turn now to -- Mr. Elson, before we go on, perhaps given the challenge we were having earlier in terms of what is and isn't on the record, I want to confirm both of the documents, they're either part of the evidentiary record.  You mentioned one was a from a compendium.  Was that the compendium you had marked as an exhibit earlier?

MR. ELSON:  This is Exhibit 1.3, ED Attachment 2.

MR. MURRAY:  It is an exhibit from the first day of the technical conference?

MR. ELSON:  That's correct, yes.

MR. MURRAY:  Okay, thank you.

MR. ELSON:  So now I will turn to attachment number 1, and this is Exhibit 1.2, if I recall correctly.  And these are avoided cost figures.  Again, all of these figures originated from the IESO.

I would just like to walk through the kind of calculations you might do if you are using these kind of avoided cost figures where you have a megawatt- or a kilowatt-hour figure and then also a kilowatt per month figure for capacity.  And I --


MR. McDONALD:  Yes.

MR. ELSON:  I assume that what you would first do is take your kilowatt-hour figures from whatever equipment you're talking about and multiply it by the energy costs?  Is that fair to say, Mr. McDonald?


MR. McDONALD:  Yes.  That's fair.  There might be nuances.  Oftentimes you have a load shape for a measure that, and it distributes the annual savings into, you know, winter and summer, on and off peak.  But, yes, in general, yeah, that's, that is how you would do it.

MR. ELSON:  And for avoided capacity costs, you would apply the kilowatt-per-month figure to the peak load reduced by a diversity factor, is that fair to say?


MR. McDONALD:  Yes.

MR. MOSENTHAL:  Correct.

MR. ELSON:  And if we're talking about electric heating with a heat pump, do you have any comment on what the diversity factor is going to be?

MR. McDONALD:  I would assume that a winter -- you mean for a winter peak?

MR. ELSON:  Yes.

MR. McDONALD:  I guess either -- you know, I know, I often see you know, for kind of HVAC measures in the summer a diversity factor of around 0.8, just under the assumption there's some cycling even during peak times.

So you know, I would presume a similar consideration would apply in the winter.  So you know, I would say in the range of 0.8 to one.  Pretty high, because the peak is going to happen during times of peak heating and heating or cooling needs in general.

MR. ELSON:  Got it.  And I guess that would be 0.8 or 1.2 depending on which side you have on which diversity factor?


MR. McDONALD:  Sorry between 0.8 and 1.0, yes.

MR. ELSON:  Yes.  Okay.  I could like to take you now to -- just to confirm, you apply that to downgrade your diversity factor and then if you are talking about a winter peak, calculate it by your six months of winter.  Is that fair to say?  Your capacity?

MR. McDONALD:  Typically, I mean typically you would only apply it once.  You wouldn't multiply that by six, you know.  If the value is that it avoids the, a capacity investment.  You know, you would typically only apply that you know, that is an annual value, that value.  But it does depend a little bit on how those specific avoided capacity costs were derived.

MR. ELSON:  That's fair.  You're thinking if it is kilowatt, here, and I am talking sorry you're thinking kilowatt --


MR. McDONALD:  You're right I see now that is kilowatt-month.  Oftentimes that is units of kilowatt-year, so yes.  But you're right, in in case since it is kilowatt-month it should be applied per month.

MR. ELSON:  Okay.  And now I would like to turn to ED.10.OEB.Staff.2.  Let me just pull that up here.  We had a discussion about this question earlier with Enbridge and I just want to clarify if you understood it the way we meant it.

And so we had said:

"Market transformation programs are inherently forward-looking.  In this light, please comment on the prudence of developing a market in more efficient gas equipment, i.e., gas heat pumps and hybrid systems, versus electric cold climate heat pumps."


We were intending to ask about the prudence of developing a market in more efficient gas equipment versus cold climate heat pumps as an all-electric option.  Is that how you understood the question?

MR. McDONALD:  Yes.

MR. MOSENTHAL:  I mean, it seems there is two parts.  One is asking about gas heat pumps and then one is asking about hybrid electric heat pumps systems with gas backup, versus all electric.

MR. ELSON:  And your answer when you say we think it makes more sense to develop a market for electric cold-climate heat pumps, would you say that you think it makes more sense to develop a market for electric cold climate heat pumps in the sense of an all electric option, which is the one item that is off the list of items that Enbridge has proposed?  Mr. McDonald?

MR. McDONALD:  Yes.  That's correct.  You know, I think we think that -- you know, it depends a little bit on the cost-effectiveness.  There might be some cases especially in an interim where it may make sense to do a hybrid system.

I am skeptical that that gas heat pumps are going to develop to anything more than a niche given the current state of the technology compared to electric heat pumps and given the relative greenhouse gas savings between gas heat pumps compared to electric heat pumps.

MR. ELSON:  And when you say in part 3 it is currently thought to be easier to decarbonize the electricity supply than the gas supply, can you elaborate on that a little bit.

MR. McDONALD:  Yes.  So to decarbonize a gas supply, you would need a source of renewable natural gas, a significant source of renewable natural gas, which isn't impossible, but it is not as far along in the technology learning curve as solar and wind and storage on the electric side.

You know, anecdotally -- subject to check, anecdotally the greenhouse gas, the carbonation pathways that I am familiar with, even the routes maintain a role for the gags system assume a lower role.

They're not assuming gas systems are continuing to expand.  They're assuming some smaller role even if it does maintain a role.  So, yeah.

MR. ELSON:  Such as a role for high intensity industrial uses as opposed to heating floor space --


MR. McDONALD:  Right, yes, exactly.  I don't think there is widespread agreement that there is the technical potential to maintain current loads of gas and make it all renewable natural gas is there.

MR. ELSON:  Got it.

MR. McDONALD:  Subject to check on that, but certainly on markets further along on the electric side.

MR. MOSENTHAL:  I am familiar with an American Gas Foundation study that analysed the potential for renewable natural gas and also synthetic gas, and even their high scenario estimated, you know, a relatively small fraction.  I think, subject to check, it was in the eleven percent range of gas load was potential.

MR. ELSON:  Got it.  That is helpful.  Thank you.  I have one last high level question which relates to what procedural next steps the Board might want to take if Enbridge is going to be directed to achieve greater savings or to move dollars from one area to another, such as let's say they take the recommendation that it doesn't make sense to invest in gas heat pumps, where should that money be spent will be a question that will need to be answered.

But our challenge is that there isn't much time before 2023 happens and we don't have specific proposals on the table.

So how can the Energy Board say, you know, we would like you to spend additional money to achieve additional cost savings and move money from here to somewhere that is more cost-effective?

From a procedural standpoint based maybe on what you have seen in other jurisdictions, does that need to be on the table now?  Or could we wait until August when the Board decision comes out if we're thinking about 2023?

MR. MOSENTHAL:  I mean certainly, the more time Enbridge has to plan, I think the better.  You know, given that their potential study indicated significantly more cost-effective achievable potential than their current plan is pursuing, I think there is lots of opportunities for areas that they could ramp-up and spend that money on something else.

MR. ELSON:  But I assumed that to spend more money, they would need to have new targets and different incentives because they already have the ability to spend 15 percent more than their budget if they had successful programming.

So they can't just put more money into the same programming.  They need to have deeper incentives which would reduce free rider rates, and increase uptake.

What kind of time do you think would be reasonable for them to come up with ways to increase the gas savings and let the Board know what that cost would be?

MR. MOSENTHAL:  I think they could analyze it relatively quickly.  Typically, there are a lot of different numbers and models that need updating and obviously they would want OEB approval on new targets.

So you know, I don't really want to throw out an estimate.  But, you know, there is certainly time before 2023 at this stage.

MR. ELSON:  If the Board were to say in August, we would like you to achieve, let's say, 25 percent greater gas savings, would Enbridge have time to figure out how to do that before the start of 2023?  Or do they need to be putting something on the table now as an option?

MR. MOSENTHAL:  I think they would have time.  Maybe not as much as they would like, but you know, I think they could manage it.

MR. ELSON:  And in terms of additional time were they to ramp up even higher in 2024, have you seen in other jurisdictions where a utility is sent back to improve its plan for the following year, such that the Board might say in August, we also want you to work on 2024 to 2027 in the midst of 2023?

MR. MOSENTHAL:  Yes, I guess.  You know, typically a multi-year plan gets approved all at once, but I've certainly seen situations where there was a contested proceeding over a multi-year plan and the commission ordered higher targets at a relatively late date, such as August for example, and the utility was able to modify their models and do a compliance filing before the end of the year for, you know -- for all of the years that the plan covers.

MR. ELSON:  Would you be able to provide a bit more detail on that either verbally now or by way of an undertaking?

MR. MOSENTHAL:  I am not sure what more detail you mean.

MR. ELSON:  Just what the utility was, how much the increase was, that sort of thing.

MR. MOSENTHAL:  I could probably do that.  I am not sure off the top of my head I have a perfect example, but I could consider it.

MR. ELSON:  Best efforts is fine for me.

MR. MURRAY:  It is Lawren Murray here.  Mr. Elson, obviously I think the intent is for Optimal to be as helpful as possible.  That being said, sir, our direction to them is we don't want them in engaging in entire new lines of research for parties at this point.  If they have something that is quick at hand or won't take a lot of work, that is something we can look into, but we don't want to engage in whole new levels of research that will take significant periods of time at this point.

MR. ELSON:  Absolutely.  I would say only if there is something that is quick at hand and not a lot of work, and leaving it at the high level you just described would be sufficient when you go back and think about it if this would be expanding it.  So if it could be marked as a number and whatever you come up with --


MR. MURRAY:  Just for the record, can up summarize again what you would request at a high level and best efforts.

MR. ELSON:  Examples of utilities quickly amending their plans to increase savings targets.

MR. MURRAY:  That will be marked as undertaking JT3.9.
UNDERTAKING NO. JT3.9:  TO MAKE BEST EFFORTS TO PROVIDE AT A HIGH LEVEL EXAMPLES OF UTILITIES QUICKLY AMENDING THEIR PLANS TO INCREASE SAVINGS TARGETS


MR. MOSENTHAL:  And an example, I don't know if this exactly --


MR. O'LEARY:  I am a little late coming in here, but I have to object to the line of questioning, because none of this relates to any --


MR. ELSON:  Mr. O'Leary, I don't think it is your place to object.
MR. O'LEARY:  I think it is.  I absolutely have every right to object to the questions and what you are doing is you're asking --


MR. ELSON:  If you can put this to the Board.

MR. O'LEARY:  I want to get it on the record now.

MR. MURRAY:  Okay, go ahead.

MR. O'LEARY:  So that if ultimately these witnesses are looking for some sort of a cost claim, but more importantly from a procedural fairness perspective --


MR. ELSON:  Excuse me, did you just threaten that you would object to their costs if they answer my question, is that what you're suggesting.

MR. O'LEARY:  I'm saying there is a great deal of additional work that is undertaken and it is not ultimately let in by the Board, then I think that is an appropriate thing for the Board to consider.


But more importantly, it's the procedural fairness of this.  You're asking them to undertake to actually generate new evidence on the eve of the hearing, something that we will get maybe on the 16th?

So where is the procedural fairness in this happening now, Mr. Elson?  These are the sort of questions that you should have asked in your interrogatories.

So I object strenuously to this line of questioning, and will object at the hearing.

So I am just putting you on notice and I will also object to any evidence coming in by means of this undertaking, because there is no way for the utility or any other party to have an opportunity to ultimately challenge or question this and look into it before the hearing.  There is absolutely no practical opportunity there.

MR. ELSON:  With all due respect, Mr. O'Leary, your objection would apply equally to any kind of undertaking, because any kind of undertaking is something that comes in before a hearing.  But your objection has been noted on the record, and I am happy to deal with it at the hearing should it come up.

MR. MURRAY:  Mr. O'Leary, I want to also mention something.  It is Lawren Murray here.  As I indicated, our instructions are not for Optimal to generate entire new reports, entire new lines of research.  If they have something quickly at hand or something that will not take a significant amount of time, or that will take a short amount of time something they can do quickly, that is fine; but we're not intending to this to be an entirely new research project.

MR. O'LEARY:  Simply cloaking it in terms that it didn't take a lot of time to do doesn't change the procedural unfairness of what is happening here, is that in a sense what is happening is they are being asked to generate new evidence, which the utility will not have had had a proper chance to deal with in terms of interrogatories or even any investigations.

So it should not be allowed at the hearing.

MR. ELSON:  To be fair, Mr. O'Leary, I think Mr. Murray was getting at the second point you made.  You made two points.  One was procedural fairness, and one was a suggestion that Enbridge is going to challenge a cost claim by Optimal if they answer this question, which I first of all think is an improper thing to state.

And it is relevant to that suggestion that specifically baked into the question was that whatever is provided should only be what is quick at hand and not a lot of work.  I tend to think we should move on, but your comments are on the record.

Mr. Mosenthal and Mr. McDonald --


MR. SHEPHERD:  Sorry, can I interrupt.  Was there an undertaking number given for that?

MR. ELSON:  I think 3.9.

MR. SHEPHERD:  Okay, thank you.

MR. MURRAY:  I believe it was.  I was just double-checking.  If not just for the record, I believe I already marked it, but that will be undertaking JT3.9.

MR. SHEPHERD:  Thank you.

MR. ELSON:  I hope Enbridge doesn't object to my cost claim for asking the question, but I will have to deal with that later.

Mr. Mosenthal and Mr. McDonald, one last question or set of questions.  We had some earlier discussions with Enbridge about potential ramp-up periods and you might have heard those on the record.

Do you have any comments on ramp-up periods that are feasible from what you have seen in other jurisdictions?  And by that I am not talking about how much budget is appropriate or how much savings are appropriate, more in terms of the rate of growth that is feasible.  Because even if your potential is very high, if sometimes takes a couple of years to get up to that potential.

Do you have any direction or commentary that you can provide us in terms of feasible ramp-up periods from what you have seen in other jurisdictions, as in like percent growth per year?

MR. MOSENTHAL:  I would -- well, one example, in I think it was 2007, Massachusetts passed a new law, Global Warming Solutions Act, and that significantly raised the requirements for efficiency from levels they had been at to, you know, mandating all cost-effective efficiency be pursued.  And Massachusetts was already a leading state in terms of their depth of savings, but over -- I think they basically ramped up over a three-year period to I think something in the range of double the savings they were getting, at least on the electric side and probably something similar on the gas side.

MR. ELSON:  So that was three years to go from the existing rates up to all cost-effective DSM; is that right?

MR. MOSENTHAL:  Yes.

MR. ELSON:  Thank you.  No further questions for me.

MR. MURRAY:  Thank you very much, Mr. Elson.  Next on the list is Energy Probe.

MR. MURRAY:  Dr. Higgin.
Examination by Dr. Higgin:


DR. HIGGIN:  Thank you.  I hope my video will work, but if not, you will hear me.

So Energy Probe, Roger Higgin.  So I just have first of all one clarification.  It is a simple clarification on one of your responses to our interrogatory.

I think the camera has just gone kaput, so you will just hear me.  It is -- the interrogatory is I.8.EP-5-OEB.Staff.1.

MR. MURRAY:  Dr. Higgin, are you still there?  Dr. Higgin?

DR. HIGGIN:  Yes.

MR. MURRAY:  Are you still there?  Please turn off the camera

DR. HIGGIN:  Yes.  I am having trouble with the camera, so I am going to try and see if my audio will continue to work.  Okay.

MR. MURRAY:  Okay.  If it stops working what we will propose to do is have you log out we may go on to Pollution Probe then you come back and go next, but we will see how this goes.

DR. HIGGIN:  Let's see if I can go with audio.  I am asking for

MR. MURRAY:  It appears Dr. Higgin has gone out.  What I propose to do is move on to Pollution Probe when he gets back on he will go next.  Mr. Brophy are you able to go now?
Examination by Mr. Brophy:


MR. BROPHY:  Yes.  No problem.  Good afternoon, panel.  My name is Michael Brophy and I am here on behalf of Pollution Probe today.  Nice thing about video is I can usually tell, we're still kind of moving if things are frozen or not at my end, so hopefully that all works fine.  Probably going to be a little less exciting than some of the questions from Enbridge, but sometimes boring is good as well.

The first question I have is in relation to 3.FRPO.2.OEB.Staff.1.  So it is FRPO number 2 on OEB Staff evidence.  Just while Bonnie is pulling that up, I thought I would, I thought I would say if I hadn't already, thank you for pulling these up so quickly.  This new numbering on interrogatories is much more problematic for me.  I don't know about others, than it used to be when it was all bundled by intervenor and some of the responses are like that.

We will go down to the answer down there.  Sure.  Okay.  So in the response you indicate -- you have that up Mr. Mosenthal and Mr. McDonald?

MR. McDONALD:  Yes, we see it on the screen.

MR. BROPHY:  Okay.  Terrific.  It says we think it is appropriate to provide some rate-of-return for successful efficiency investments, to put them on a relatively equal footing as supply-side investments.

So my first question is in relation to that.  So I don't know if you were on earlier this week, but Enbridge reminded us that they don't actually invest in energy efficiency or DSM.  It is a pass-through, a pure pass-through from O&M from ratepayers.  So it is not like it is a utility investment.

So I was struggling with that response, particularly the rate of return.  Wouldn't it be better to call it a performance payment, based on providing excellent DSM results performance?

MR. McDONALD:  Yeah.  I tend to agree that is a more appropriate way to frame it, especially if the program costs aren't amortized and there is no actual investment from the shareholders.

MR. BROPHY:  Okay.

MR. MOSENTHAL:  I would agree.

MR. BROPHY:  Thank you.  Out of scope to this proceeding, there was a separate one on IRP, integrated resource planning, where they may do targeted DSM that is capitalized or something, but Enbridge has made that clear it is separate than their broader DSM portfolio.  So I will stick to the issues in this proceeding.

Okay.  So I just have some questions.  I am not going to go through all of your incentive proposals and issues in there.  But you know, there's been a lot of water under the bridge in Ontario over the last three decades for DSM, different incentives, structures, et cetera, et cetera.

Generally budgets have grown and results have grown --maybe not so much lately, but certainly over the three decades.

So there was a shareholder incentive that the OEB had in place which rewarded excellence and it was symmetrical.  So I don't want to get into this whole thing of symmetrical-asymmetrical, because that could be a hour right there.  But symmetrical means you do well, you prosper; if you do purely, you get penalized.

So as I recall, it was above 75 percent was a performance bonus, and then below I think it was 50 percent or it might have been 25 you know, there was a reciprocal penalties because you would have spent the ratepayers' money, but not achieved, you know, anything like what you should have.

Do you think something like that is still relevant today for the OEB to consider?  Or is that old thinking?

MR. McDONALD:  Yeah.  I will let Phil chime in, too, but what makes -- having a penalty in place makes me nervous because in my experience, utilities are very risk adverse and if there is a possibility of a penalty, they are just very unlikely to propose ambitious goals and budgets and, you know, that is, to me in my opinion, a large benefit of having a performance benefit.  It is helping to get the utility on board with larger goals and larger budgets and I think having a penalty for poor performance beyond just, you know, not earning a return for good performance, you know, I think that, that significantly undermines that benefit of having the PIs in the first place.

MR. MOSENTHAL:  I would tend to agree with Cliff.  I am familiar with one state, New York state, had penalties at one point, and I think it kind of backfired on them and they ended up removing them simply because it degraded the utility and other political support for the program so much that it kind of created more problems than it helped.

Having said that, I think, you know, a dollar is a dollar, and one could view not earning a dollar you expected to earn as kind of equivalent to being penalized a dollar.  And so I think that, you know, the incentive to perform well is still there, as long as you put money on it.

MR. BROPHY:  Yeah, and I agree with what you have stated, that the goal is whatever incentive the OEB lands on, or other conditions, it is to drive the best results for Ontario given the money you are spending and to drive that success.  So thank you for that.

Okay.  So on that same line of thinking, so if you have been listening to the technical conference or even just reviewing the material in the proceeding, you are aware that there's been continued direction from the province of Ontario and the OEB to increase partnering for DSM over -- it's the last decade or more.

There's been a real challenge to do that and, you know, some programs that used to be done in partnership have gone away and there is one or two that are front and centre in this proceeding, but largely the majority are not being done, you know, in full partnership or collaboration.

So, you know, I won't go through all of the benefits of the partnering; I think you probably heard that.  Based on your knowledge, what's the best practice incentive for a regulator to ensure that effective partnering is done across the entire DSM portfolio?  What would be the best way to get as close to 100 percent of the programs being done in cost-effective partnership?

MR. MOSENTHAL:  Well, I guess it is a little tricky in Ontario because I don't know what OEB's role in terms of regulating the IESO is.  But if it were simply two regulated utilities, one electric and one gas, a regulatory commission could simply order them to work together to deliver joint programs.

MR. BROPHY:  So that directive is in place already, but even with that directive, it's not happening.

So, you know, within the context of this proceeding, is there anything else you can think of that would help raise the bar and make it happen?

MR. MOSENTHAL:  I suppose putting some kind of performance incentive on that activity could encourage it.

Generally, I am opposed to performance incentives that simply reward, you know, performing an activity as opposed to the outcome of capturing savings or net benefits.

But I would imagine it would get the utilities' attention.

MR. BROPHY:  Okay.  And so in Ontario, the electricity programs are done by IESO, gas -- well, almost 100 percent of the -- actually 100 percent of the gas DSM is done by Enbridge in Ontario, because the other small utility doesn't have DSM yet.

So IESO has done, you know, for some time now open RFPs and expressions of interest to engage other parties, you know, be it municipalities, customers, other things that they couldn't have maybe thought of themselves to come up with energy conservation and demand response.  Is that a best practice in DSM as well that you know of?

MR. MOSENTHAL:  It is certainly a practice that I've seen, often referred to as like an RFP program where customers can bid projects in to the utility.  Generally, it's most appropriate for very large customers or it can be open to aggregators.  So for example, a demand response company could go and find lots of smaller participants and aggregate them together and bid that in.

MR. BROPHY:  Okay.  So for large customers and aggregators, yes is what I heard.

What about organizations like municipalities?  So you know, there's municipalities -- well, Toronto is over 1 million people.  There's other municipalities that have energy and emissions plans in place and programs to reduce energy use and achieve net zero emissions, usually by 2050 but some are even earlier.

So they already have infrastructure for building it out in programs that aren't leveraged for DSM results right now.

Could you see something like that being leveraged, or have you heard of things like that?

MR. MOSENTHAL:  Yeah.  Perhaps I misunderstood the question initially.  I thought you were referring to a customer, you know, sort of going to the utility and saying I can do this efficiency project if you give me X amount of dollars.

I certainly would encourage Enbridge to collaborate with other entities such as municipalities to the extent that they're running programs, or that Enbridge could encourage them to run programs and possibly jointly work together.

And I think if they do that, they deserve some savings and then it becomes a question of attribution and, you know, how much of the savings produced are appropriately attributable to Enbridge's activities versus the other entity.

MR. BROPHY:  Okay.  And then just to go back on a point you made earlier, on the discussion of why incentive penalties don't always make sense and you had indicated that it may cause a utility to set targets that are lower so that they are at less risk.

Why wouldn't that happen regardless of the incentive put in place?  How is it different?


MR. McDONALD:  It does happen, but you know, just in practice it seems like, like the negative incentive of the penalty is much stronger than just the, the risk of getting a penalty is much stronger and more potent than the risk of not getting a benefit, even though economically you could make a case that they should be the same or very similar.

MR. BROPHY:  The last question I have and I am going to try to stay fairly high-level so we don't get too far into the weeds, but I don't know if you were online listening to some of my questions about the interest rate with First Tracks.  Were you on for that or no?  Did you hear any of that?


MR. MOSENTHAL:  I think I may have heard some of it, but I may have missed some of it as well.

MR. BROPHY:  So I was referring to, you know, to their figure 5 in their report.  We don't have to bring it up, but it shows the rate impact if you were to amortize DSM versus expense it, and you know, First Tracks is proposing weighted average cost of capital, I think it was 5.7, 5.8 somewhere in there percent.

I had seen what you propose initially, I think I said 1.17.  First Tracks said you had updated that number to like somewhere around 4 percent.

So I just wanted to clarify.  What is it currently proposing?

MR. McDONALD:  So our recommendation would be, would be that you know, if amortization goes forwards, the interest rate should be set to cover, to cover their cost of debt and no more.  So you know, just you know, we are, we're not experts on utility financing, and you know, but they should seek to kind of, to figure out how to fund the efficiency you know, as low, with as low a rate as possible.  And that is kind of what should be baked into the amortization.

MR. MOSENTHAL:  Just to add to that.  I think the key recommendation we had was that rather than simply giving them a rate of return or some, you know, incentive, shareholder incentive for spending the money, that they are -- that the return that shareholders earn should come from performance and scale based on performance.

So, therefore, the amortization would not include that rate of return, the shareholders' piece and just sort of cover their carrying costs of those funds.

There are some models out there that could also be considered such as in Illinois and New Jersey where there's sort of a base rate of return, and then the performance incentive scales it up or down based on performance and it kind of gets you a similar situation.

One negative aspect of that that exists in Illinois is that you get some kind of perverse incentives where, particularly if you are ramping up, if you are going to hit a year where you don't earn a lot and then a year where you do, you know, by getting the higher rate of return the next year in Illinois they get that on the entire unamortized balance.

So there can be sort of an end effect where a utility might want to push a big custom project from December to January to maximize their earnings or something like that, and in ways that aren't helpful.

MR. BROPHY:  Okay.  Well, you helped me understand that difference and really it is okay taking out and particularly the shareholder equity part because it is not meant to be an incentive.  You already have a shareholder incentive and that is dealt with.  It is really the lower rate that you are proposing.

So maybe -- I just want to make sure I am using the right rate for you.  I had 1.17 in my notes and First Tracks said that was wrong.

So I don't know if it makes sense to have an undertaking just to confirm what the current

[Technical interruption]


MR. BROPHY:  Geez, now I feel, I know how Roger feels.

So I was just saying I thought it was 1.17 percent.  First Tracks said that wasn't correct anymore.  So I wonder, does it make sense to have a quick undertaking for you to confirm what that number, what the number is that you are proposing?  Based on today's information?


MR. MOSENTHAL:  Mr. Brophy, just to clarify.  What number do you want?

MR. BROPHY:  It is the cost of capital, right it is -- I think it was the short-term cost of capital rate, right?  That is what I was asking Mr. Weaver and First Tracks about.  And I found that in the evidence.  It is 1.17 percent.  He said that is not accurate, per the Optimal evidence.  So if it isn't that, I guess which one should I be referring to?

MR. MOSENTHAL:  I guess our recommendation is not so much a specific number, but that it covers the utility's cost of, you know, carrying that debt.  And you know, absent a shareholder return.

MR. BROPHY:  Okay.

MR. MOSENTHAL:  And --


MR. BROPHY:  Well I guess --


MR. MOSENTHAL:  Interest rates can fluctuate.  So I don't know what that number should necessarily be.

MR. BROPHY:  The point I was trying to understand and maybe I don't need the real number for it, is the higher cost in you know, First Tracks number is that equity number, right.  That is what drives it up to that 5.8 percent.

MR. MOSENTHAL:  Right.

MR. BROPHY:  I am thinking it would be significantly lower than what First Tracks is proposing, that would be correct, right?

MR. MOSENTHAL:  Yes.

MR. BROPHY:  Okay.  Great.  Okay.  That's fine.  I think that is all I had and I will finish there.  Thank you very much.

MR. MURRAY:  Thank you, Mr. Brophy.  Dr. Higgin, are we back?

DR. HIGGIN:  I hope so.  I have disabled my video camera, which is causing --


MR. MURRAY:  No video.  No video.
Examination by Dr. Higgin (cont'd):

DR. HIGGIN:  No video.  If I can be heard, that's fine.  So could I start by asking to bring up an interrogatory response, which is 8.EP.5.OEB.Staff.1.  Okay, thank you.

Just by background, as you would remember, this is asking about the threshold and cap for percentage of the performance incentives.

And the question that I put to you was does Optimal suggest that the scale of rewards should remain as at present or be increased.  I.e., more reward for 110 percent achievement, et cetera.

So the response is below.  And I just have a simple clarification.  So in making the response, are the net benefits you referred to as proposed by Enbridge, or different?  For example based on m-cubed, multi variant, and whether you mean annual or cumulative.

MR. McDONALD:  So I mean we would mean kind of a net present value of net benefits as defined by the program administrator cost plus carbon test was our recommendation.  If it is not that exactly, that is okay but it would be kind of the net present value of the future stream of net benefits.

DR. HIGGIN:  So just to clarify for me in a simple way, how does that differ from proposed by EGI?

MR. McDONALD:  I think that the key -- the key recommendation here is that we like the 75 percent threshold more than the 50 percent threshold.

So you know, whether or not -- whether or not the Board or whoever ends up adopting the recommendation on net benefits, you know, we think 50 percent threshold is very low and that the original, you know, 75 percent it's been at 75 percent and that is a more reasonable number and it is more in line with the other jurisdictions that we have reviewed.

DR. HIGGIN:  Thank you.  Just to clarify.  I understand the threshold.  Are you calculating the net benefits exactly the same as EGI, or not?  That is the question.

MR. McDONALD:  Yes.  So I mean I think just as -- just as -- you know, just as Enbridge currently proposes a savings target, they would propose a net benefit target, given certain avoided costs and lifetime assumptions and so that would kind of, you know -- so it would be calculated the same way as originally proposed by Enbridge.

MR. MOSENTHAL:  I think it is a little bit different, in that you're sort your default cost-effectiveness test is TRC, and we had recommended a program administrator cost test net benefits value for the metric, simply because, you know, it provides a more objective way of calculating the number, because utilities certainly track their costs and they count the savings and they know what their avoided costs are when they file the plan.

But you don't always know things like customer contributions.  So it might be a different net benefit.

DR. HIGGIN:  Okay.  That was my next question.  You anticipated it.  Thank you very much.  So I will move on now to look at Optimal Staff 2.  That is the second part of the report, and page 57 specifically of the PDF.

I don't see pages that I can reference, so I am looking at the PDF, page 57, and the topic here is the executive summary, which is -- it should be pretty clear.

I want to talk a bit about the residential sector.  So if I've not got the reference -- let's see if we can get ourselves to that page which is dealing with the residential recommendations.  Mine was PDF -- Ms. Adams, PDF 57 on mine.  Maybe the updated one may be different.

MR. MURRAY:  Dr. Higgin, is it before or after table 1?

DR. HIGGIN:  It is 2.

MR. MURRAY:  So then it is further down.

DR. HIGGIN:  I had 57 and we're only at 30, 59, Ms. Adams is trying to find it.  It is the executive summary, if the gentlemen can help us.

MR. McDONALD:  It would be further up then.  I think this is passed the executive summary.

DR. HIGGIN:  Right.  There is the table.  And there it is.

MR. McDONALD:  Okay.

DR. HIGGIN:  Finally.  I just wanted to talk a bit about the residential sector and specifically if we could just pull that up a little bit to the number 5 that you have in there.  Okay.

Now, if you have been listening, we have been asking a lot of questions about furnaces and boilers and so on, and the various positions that are being taken as to keep or remove the measure that Enbridge has.  So that is the context I am asking for.  Do you understand the context that I am trying to explore here?

MR. McDONALD:  I believe so.

DR. HIGGIN:  Good.  So the first thing in number 5 that I wanted to ask you is this question of saying:  They are now code baseline.  Okay.  So that's where I am going to ask the question.

The question is:  What AFUE did you mean for that in Ontario?  What is code baseline?

MR. McDONALD:  Yeah, that is fair.  I mean you can go a little bit above code baseline, but the increase is relatively marginal.

DR. HIGGIN:  So what is code baseline?  It was discussed with Mr. Neme and it was 95 percent.  Do you agree with that?

MR. McDONALD:  Yes, 95 AFUE, that's right.

DR. HIGGIN:  Okay.  So as you have just mentioned, the EGI whole home program incents above the code baseline.

You said above.  So have you done any TRC or tests to see to support this recommendation which is to remove this measure?

MR. McDONALD:  We have not -- you mean look at the TRC of just incrementally going from a 95 to 97?

DR. HIGGIN:  Yes.  That was discussed with Mr. Neme.

MR. McDONALD:  So just offhand, I think there would be a very high degree of uncertainty in trying to figure out what the incremental cost is between a 95 AFUE and a 97 percent AFUE.

I wouldn't expect to be able to get that number would any degree of confidence, but we do kind of know the savings are marginal.  On a retrofit basis, I would not expect it to be cost-effective compared to -- compared to just a code replacement as is.  But on a lost opportunity basis, I think it would be very hard to derive out what that incremental cost is just going from a 95 to 97.

There is a lot of variation between model and model and installer and installer with several additional features.  It is hard to do that kind of detailed tear down of, you know, what does this one additional percentage point inefficiency mean in terms of incremental cost.

That said, the savings are marginal enough going from 95 to -- I think the highest you would get is a 97 maybe 98.  But going from 95 to 97 produces enough marginal savings that it doesn't seem that worthwhile, you know.

The code minimum is at 95 percent.  I suspect that the average installation without the program is somewhat higher than that.  So you know, it may even be less of a difference that the program is making and so, you know, that marginal savings, to me, is likely not worth kind of an incentive dollar paid for by ratepayers especially if there is any concern about, you know, creating a lost opportunity for electrification for a heat pump, or something of that nature down the line.

DR. HIGGIN:  Okay.  That was my next question.  Several of my questions then -- looking at the second part of number 5, the lost opportunity for electrification that you just referenced.

So a lot of my questions on this were answered to Mr. Elson.  So I only have a couple of other ones, just to complete the picture.

Can you confirm that in your view, they would not be in the residential EDG residential portfolio and they'd be more appropriate for the federal Greener Homes Program or for the IESO programs.

MR. McDONALD:  You know, I'm not sure that I would want to take a view on where it is appropriate to offer electrification incentives versus where it is not at a policy level.

DR. HIGGIN:  So do you think they could be in the gas portfolio?

MR. McDONALD:  There are policy models where it could -- it could make sense, yes.  In some sense it is a reduction in gas use.  So you know, if we're talking traditional efficiency, there could be an argument that it makes even more sense for a gas utility to pay for it than the electric utility where it would be an increase in load.

There are models, there are other models being developed in North America that at least allow for the possibility of gas utilities to promote electrification.

So you know, I will state that in my opinion that is a desirable thing.  We want to be moving towards more electrification.  In terms of where it's most appropriate to promote, I'm a little bit more agnostic about, especially when it comes to the Ontario policy environment.

DR. HIGGIN:  Okay.  So I should have prefaced my question or remark by the fact that I am talking about all electric heat pumps, not hybrids.  And so just to say, is that your response was for all electric heat pumps?

MR. McDONALD:  Yes, it would apply to all electric, my response.

DR. HIGGIN:  So one last question.  Are you aware of the proposal in Quebec to do electrification?  It is called bioenergy (ph).  Have you studied that?


MR. McDONALD:  I am not very familiar with that, no.

DR. HIGGIN:  That's okay then, thank you.  So those are my questions.  I said most of my questions I had on electric heat pumps and so on were answered.  So thank you both for your answers.

MR. MURRAY:  Thank you very much.

MR. McDONALD:  Thank you.

MR. MURRAY:  Madame Court Reporter, we are close to the end.  I just wanted to check on you in terms of timing do you need, we have 40 minutes and hopefully.  Why don't we all come back at 4:30.
--- Recess taken at 4:25 p.m.
--- On resuming at 4:30 p.m.

MR. MURRAY:  Welcome back.  Next on the list is Mr. Shepherd from School Energy Coalition.  The floor is yours.
Examination by Mr. Shepherd:


MR. SHEPHERD:  Thank you.  Hello, gentlemen.  I am not sure I have ever met you before.  So welcome to the proceeding.

My first questions are on 8.CCC.7.Staff.1.  What I am trying to do is -- 8.CCC.7.Staff.1.

You were talking about this earlier, and I also looked at your example on page 42 of your second report.  Basically what you are saying is that -- in your example, you say make the incentive 7 and a half percent of the net benefits, right?

MR. McDONALD:  Yes.  So you know, I think this recommendation was really made under a presumption that there is an agreement that is desirable to pursue all cost-effective efficiency.   So you know, I think in the current environment where that is not necessarily the case, it may not apply.

But, you know, what we are saying is try to aim for an incentive around a 5 to 10 percent of the budget, not necessarily the net benefits.

MR. SHEPHERD:  Sorry, 5 to 10 percent of budget?

MR. McDONALD:  Of the program budget.

MR. SHEPHERD:  Okay.  Sorry, I misunderstood.  I guess I understood you to say don't pay an incentive until at least 75 percent of target is reached, number one.  You said that, right?

MR. McDONALD:  Yeah.

MR. SHEPHERD:  And then pay a flat incentive, a percentage of the PAC test plus carbon --


MR. McDONALD:  Right.

MR. SHEPHERD:  -- for everything above that.

MR. McDONALD:  Right, yes.  So I guess there is -- I think we're conflating two different issues.  There is one, you know, what are the scorecard metrics based on.

And then, you know, what are the metrics that you use to determine whether or not you've reached your target and that is whether it is -- it could be annual savings as proposed, it could be lifetime savings as has been done in the past, or it could be kind of net benefits is what we recommended.

Then there is kind of a separate question of how do you set the total amount available for performance incentive.  Then the second question is what we're saying that should aim around, you know, that is ideally kind of based on a percentage of the proposed budget.

MR. SHEPHERD:  Not a percentage of the benefits.

MR. MOSENTHAL:  Well, if I could clarify.  I think what Cliff is trying to say is the report did suggest a possibility of setting the total amount of incentive based on a percent of net benefits.

But what I think Cliff is saying is that he tends to think a reasonable range is in the, you know, 5 to 10 percent of spending of program budgets, but that if you articulated that, did the back calculation of what does that come out to as a reasonable percent of net benefits, it would give the utility a better incentive to maximize their targets for the budget they have available.

MR. SHEPHERD:  All right.  So let me ask you about that.  You see it talks about this, the utility incentive to overestimate budget and/or under estimate savings.  By under estimate savings, I take it you mean under estimate targets?

MR. MOSENTHAL:  I think so.

MR. McDONALD:  Yes.

MR. SHEPHERD:  It is not actual savings.

MR. McDONALD:  Under estimate what savings they can achieve.

MR. SHEPHERD:  Exactly.

MR. McDONALD:  Yes.

MR. SHEPHERD:  And that is a pretty common thing when a utility is doing it.  They want more money and they want an easier target.

MR. McDONALD:  Yes.

MR. SHEPHERD:  It is human nature.  And so I understood that you were saying that you didn't need to have a maximum incentive or even a target incentive.  You could simply have a percentage that is of the net benefits, because if they achieve really well, then they will get more.  And the targets just sort of don't matter.  They matter to the threshold only, right?  Was that not what you were saying?

MR. MOSENTHAL:  I don't think that is what we were saying.  I think the -- you know, right now there is a set number of maximum earnings that the utility can earn, regardless of what targets they propose.

So the recommendation was, if you took that dollar amount -- let's just say the current dollar amount is the amount you wanted to do, you could say, okay, given this target spending, that would translate into five percent of net benefits, let's say, in terms of a reasonable cost effective portfolio.

If you then said, okay, the target is going to be 5 percent of the net benefits of your plan, the utility has a disincentive to, you know, propose lower targets because their future incentive maximum would be lower.

MR. SHEPHERD:  Yes.

MR. MOSENTHAL:  But that is a separate thing from how you award the incentives, which would be based on some sort of scorecard metrics, whether it's savings, net benefits or something else.

MR. SHEPHERD:  All right.  I then went to 8.EP.5.Staff.1, which you just talked about with Dr. Higgin.  And it looked to me like you were saying whatever your percentage is, whatever the percentage of net benefits is, is simply, you establish what your base incentive is and if you get 75 percent of the net benefits you were going after, then you only get 75 percent of that base incentive and so on all the way up.  Is that right?

MR. McDONALD:  I think we said in the report that we do kind of like the current structure where it starts -- where you don't just get a windfall of 75 percent right at the threshold of 75 percent, but that it kind of starts scaling from a lower number and then goes up to the, you know, 100 percent, 100 percent of the planned incentive at 100 percent of the target and then you go potentially higher up to 125 or so.

MR. SHEPHERD:  So you're still agreeing that there is a maximum incentive.

MR. McDONALD:  Yes.

MR. SHEPHERD:  Because it doesn't look like you are saying that here, and I guess maybe I was confused with your answer.  110 percent of plan net benefits means you get 110 percent of your base incentive.

MR. McDONALD:  Right, because that would be under the cap.  But there would still be a cap.  Right now it is 150, I think.  I think we recommended moving it down to 125.  But, yes, there would be a cap.  We're not recommending like an infinitely scaling performance incentive.

MR. SHEPHERD:  You are also not recommending what it appears to be here, which is that the incentive is calculated -- the actual incentive each year is calculated based on the net benefits.  You are not recommending that.

MR. McDONALD:  That's correct.  We're not recommending that the actual amount of the incentive be -- the net benefits recommendation pertains mainly to the metrics which you use to determine what the incentive -- you know, what portion of the max incentive or what portion of the planned incentive is given.

MR. MOSENTHAL:  I think you are -- I am not sure how clear that was there.

The sort of target amount of incentive, let's say, if you met exactly 100 percent of all your performance incentive metrics, that setting of that would not fluctuate based on actuals.  It would be set based on the plan as some percent of net benefits.

Once that number is set, just like it is set now, you can earn more or less for any given performance category that you have a scorecard for.

MR. SHEPHERD:  Subject to a threshold and a cap?

MR. MOSENTHAL:  Exactly.  Yes.

MR. SHEPHERD:  And then you're interposing linearly from threshold to cap?

MR. MOSENTHAL:  Cliff, I am --


MR. McDONALD:  Not necessarily.  My recollection is that we, you know, if we think -- you know, it is a little bit different in Ontario you kind of think of a max incentive at 150 percent.  In a lot of other jurisdictions you think of a target incentive at 100 percent of goal and you can maybe go above that up to a certain cap.

But if you um..., you know, we were -- I think what we had said in the report was that, you know, our ideal would be to kind of scale from zero starting at 75 to 100 percent of the target at 100, and then from there scale to the max incentive.  And so it might be a different slope which, you know, you might earn more slowly once you reach 100 percent.  So it is not -- it wouldn't necessarily need to be linear.

MR. SHEPHERD:  But you haven't made a recommendation to that effect.

MR. McDONALD:  I don't think we made a recommendation to that effect.

MR. SHEPHERD:  You just said 75 percent of the bottom and 125 at the top, and variations in between.

MR. McDONALD:  That's correct.  I think we did, you know, I think we did mention in the report that we liked the approach, the current approach where it starts, it doesn't start immediately at 75 percent with a windfall of 75 percent of the target incentive, but it starts at some lower number.  But we didn't, we did not make specific suggestions.

MR. SHEPHERD:  Now, you are familiar with other jurisdictions where there's no incentive until a particular percentage of gas sales, for example, that's the typical.  Like for example is it Michigan that's .75 percent?  That if you don't save that much, then you get nothing.  Are you familiar with that?

MR. MOSENTHAL:  I am not terribly familiar with it, but I heard a little bit of the discussion with Chris Neme so I understand that there is that target, although one could, for example, take Enbridge's annual savings metric and, you know, back into what percent say of load that is, and it's essentially the same type of metric.  It's just articulated as a percent of their target as opposed to a percent of load.

MR. SHEPHERD:  Well, no.  I agree with you.  I understand that.  The difference is that the Enbridge number is like 0.18, not .75.

MR. MOSENTHAL:  Right.

MR. SHEPHERD:  So.

[Laughter]

MR. SHEPHERD:  That's why we're talking about it.

MR. MOSENTHAL:  Right, right.

MR. SHEPHERD:  Okay.  Let me go to 9.D.BOMA.2.Staff.1, please.  And BOMA is interested in, BOMA are building owner association, so they are office buildings, basically, and they're interested in using billing analysis to assess whether savings are really happening.

And I take it that you have some cynicism about billing analysis.  Am I read reading that right?


MR. MOSENTHAL:  Well, I think billing analysis is a term that can mean a few different things.

So I think what BOMA was referring to is simply looking at actual consumption levels and rewarding the utility based on those absolute consumption levels.  You know, getting them down to a certain level.

You can also do billing analysis on a given efficiency program, where you have a control group of people that didn't participate but are otherwise very similar in terms of household size or, you know, commercial segment to try and statistically tease out the savings from the program.

So I think that second category is an entirely appropriate evaluation approach for certain situations.  Generally you need, you know, some decent percentage savings to really, you know, statistically estimate it from the noise of random fluctuation and you need a sufficient sample size.  But that can be done, and I think that is fine in terms of evaluation of a program.

What I think we are not necessarily a fan of is simply saying, you know, Enbridge should get their reward based on the entire load of, you know, the province of Ontario going down by X percent, because that means -- you know, they're potentially getting their reward impacted by a bunch of things that are outside of their control, that are not always easy and clear how to adjust for.

MR. SHEPHERD:  So that kind of billing analysis, which is the overall through-put, that doesn't have accuracy issues.  That has basically like attribution issues, right?


MR. MOSENTHAL:  Exactly, right.

MR. SHEPHERD:  But what I was talking about in billing analysis, there is the billing analysis where you look at a building -- that is the first example you gave -- and you say how much did they use pre and post.

And that has a whole lot of issues associated with how valid it is, given the use of the building, right?

MR. MOSENTHAL:  Right.

MR. McDONALD:  I would say it is the same issue.  There is attribution issues at the building level there, just at a different scale.

MR. SHEPHERD:  But the use of a billing analysis to test a program, evaluate a program, that is a scientific study, right?  You are doing a statistical analysis using a control group, just like any other scientific study.  It has a certain level of validity, right?

MR. MOSENTHAL:  Yes, yes.  So for example, Enbridge is not pursuing a residential behaviour program, but a lot of utilities in North America do.  And almost universally those savings are calculated using a billing analysis comparing pre-program-participation consumption to post-program-participation consumption against a control group.  So that hopefully if you have big enough samples you're capturing the fact that you know, one family's kids went off to college and somebody else, you know, had a baby or something like that.

MR. SHEPHERD:  My next question is on 10g.ED.9.Staff.2.  I am looking at question A, I think you have to look at the question first because your answer is yes.  So the question is sort of helpful.

Do I understand your answer yes to be not about commodity prices, but rather about lifecycle costs of the two options?

MR. MOSENTHAL:  I can't see the answer on the screen.

MR. SHEPHERD:  The answer is just yes.

MR. MOSENTHAL:  I'm sorry.  Go back up to the question.

MR. McDONALD:  I would say the commodity prices influence the lifecycle cost.  If we're talking about the TRC as opposed to a participant test, then you know, the costs and questions are more focussed on the commodity costs.

MR. MOSENTHAL:  Well, well -- they're based on the avoided costs.

MR. McDONALD:  Yes.

MR. MOSENTHAL:  As the question is worded.

MR. McDONALD:  Yes.

MR. MOSENTHAL:  So I think -- was your question are commodity costs the same as avoided costs?  I guess I am not clear what the question was.

MR. SHEPHERD:  No, no, my question was, you are saying yes the different commodity costs or the different avoided costs matter.  But avoided costs aren't everything, right?  Life cycle costs are much more important, in terms of
the --


MR. MOSENTHAL:  Well, I mean in both cases they should be a lifecycle analysis, in the sense that they're looking at the entire lifetime savings and costs on a present value basis.

The real question is, what do you mean by cost-effectiveness?  We answered yes because we interpreted that as like a TRC test, a societal cost-effectiveness, and therefore avoided costs are the appropriate units.

If you were looking at a customer bill savings lifecycle analysis, you would want to look at retail rates.

MR. SHEPHERD:  Okay.  I have two more questions.  The first is -- I think I have two -- the first is on 3.FRPO.1.Staff.1.  And this is in C.

FRPO was asked a bunch of questions about using a third-party administrator.  The one part of this is, that I wanted to explore is, you said in C that maybe a third-party administrator will need lower performance incentives, and I was assuming that to mean, big utility; you don't get their attention unless you wave big dollars in front of them, but a third-party administrator might be excited about a smaller number.  Am I reading that right?

MR. MOSENTHAL:  I would say there is two aspects to that.  Primarily, in my mind the biggest impact is that the utility has some inherent disincentives to pursuing efficiency.

They can earn a full rate of return on supply side investments.  So even if they're getting their lost revenue recovered, there's still some built-in disincentives.

So you would want, if it is a utility, to put efficiency on an equal footing and make it at least as, you know, as worth their while considering any risk adjustment.

If you had a third-party provider, that would really be their sole mission and they wouldn't -- you wouldn't have to be overcoming an inherent disincentive.

Now, if you hired a non-profit third party provider such as Vermont does, you might even be able to lower it further simply because they're not as profit-driven and I think Vermont has an incentive of about three percent or so.

MR. SHEPHERD:  Okay.  Then my next question is on the 5.PollutionProbe.4.Staff.1.  Basically, if I read this correctly -- and tell me whether I am right -- you're saying look at -- set the targets and then you as program administrator, utility, you have to adjust your programs to best achieve the targets.  And if things change, if assumptions change, if the market changes, then that is your job.  Am I right?

MR. MOSENTHAL:  Yeah, pretty much, I think.

MR. SHEPHERD:  So when the utility -- and this doesn't just happen here, it happens other places, too -- when the utility says, well, but we need to be able to plan.  We need to know what the rules are.  What would you say to that?

MR. MOSENTHAL:  You know, I would say that these things don't all of a sudden happen on the last day of the year or something that, you know, part of the utility's job is to understand what markets are like and where they can capture savings and make mid-course corrections as they go.

Fundamentally they're managing an entire portfolio and it is a diverse portfolio.  They have different types of customers, different types of measures, and they can -- you know, they have I believe it is 30 percent flexibility in terms of shifting program budgets.

So they have a lot of room to adjust over the plan cycle.

MR. SHEPHERD:  Thank you.  Mr. Murray, I actually had one more question, if I can be indulged.

MR. MURRAY:  Yes.

MR. SHEPHERD:  I know I went longer, but it was just interesting.  You asked questions -- sorry, you gave evidence with respect to amortization of costs, and I take it -- you heard the discussion we had this morning with Mr. Neme about that?

MR. MOSENTHAL:  I think I may have heard it, some of it.  I'm not recalling exactly.

MR. SHEPHERD:  And you would agree that the point is not to spend the same amount of money and just reduce bills; the point is to create some room through amortization to have a more aggressive DSM program.  Right?

MR. McDONALD:  Yes, yes, that's right.

MR. SHEPHERD:  And one of the concerns then that the customers might have is that there's this ballooning amount of money owing in the future that could at some point become stranded.

Do you see that as a concern, this regulatory aspect?

MR. MOSENTHAL:  Yeah, I mean it -- there is some potential risk of it being stranded.  From my perspective, it is less of a risk than supply-side investments would be.

Inherently, you're investing in a diversified set of measures that you don't own, that are likely to still be there in somebody's house or business producing some savings.

If you build a new pipeline and you don't need it, you know, it is a much bigger issue and also typically a much longer amortization period for things like that.

MR. SHEPHERD:  Do you have a concern, or maybe it is a benefit of amortization, that early adopters -- customers who are early adopters who do electrify for example early, basically will never have to pay any of those amortized DSM costs because they will have exited the gas distribution system?

MR. MOSENTHAL:  I mean, you know, that certainly would be the case in that scenario.

In general, spreading the costs out to be roughly contemporaneous with the accrual of benefits should give you sort of your best intergenerational equity per se because the ratepayers are benefiting from those benefits as they come.

If you instead expensed the costs, you're telling existing ratepayers to pay for everything, but then if you leave the system you're not receiving those future benefits.

MR. SHEPHERD:  Thank you very much.  Thank you for your indulgence, Mr. Murray.  I am done.

MR. MURRAY:  Thank you, Mr. Shepherd.  Next on the list is FRPO.
Examination by Dr. Quinn:


DR. QUINN:  Thank you, Mr. Murray, and good afternoon, panel.  This is the back of the bus, so you will be pleased to hear my questions are limited.

Bonnie, if you would go back to the tab where Mr. Shepherd left off on FRPO 1 in this evidence.  Scroll down to FRPO 2, because that is where my questions are.

Mr. Shepherd asked my question of FRPO 1.  That is great.  Mr. Brophy got most of question 2, but I just wanted to have one further clarification.  I won't go over what Mr. Brophy went over on question 2.

You differentiate carrying costs from return and that was part of what we wanted to do.  I apologize for the lack of precision in my question.

But from a carrying cost point of view, for utilities that have all of their program costs embedded in rates, would you agree with me that there are no carrying costs for the utility for an LDC that is in a colder climate like Enbridge?

MR. MOSENTHAL:  I would agree that there is minimal carrying costs.  You're talking about if they're expensing it.

DR. QUINN:  Exactly, yes.

MR. MOSENTHAL:  I would say there's probably some either positive or negative because of variations in collections versus expenditures.

DR. QUINN:  Okay.

MR. MOSENTHAL:  Typically most jurisdictions have a true-up each year for that, but there wouldn't be significant ones, yes, I agree.  The shareholders are effectively not making an investment.  The ratepayers are.

DR. QUINN:  Correct.  Now, maybe I should have prefaced it by this, but I didn't want to lead you to your answer.  And you can take these numbers subject to check.

But in the Enbridge territory, if 80 percent of the DSM funding comes from general service customers, and 50 percent of general service volumes happen in the first quarter of the year, would you agree with me that there is not a likelihood that there is a great amount of carrying costs -- or in my view, zero carrying costs -- if their expenses are incurred throughout the year?

MR. MOSENTHAL:  You're saying if there's 50 percent of the sales at that point and also 50 percent of the expenditures, then it would come out even?


DR. QUINN:  To be precise, fifty percent of the volumes.  So from January to March, fifty percent of the volumes for general service customers are consumed, fifty percent of annual volumes, and eighty percent of your DSM costs are in general service rates, in the volumetric rates for the customers, would you not see the cash flow being positive in a surplus position throughout the year?

MR. MOSENTHAL:  I would imagine it would start out positive.  You know, at some point towards the end of the summer, it might go negative and then positive again, you know, in the fall and colder months or something.

DR. QUINN:  I won't drag that out.  That is part of what we were trying to get to in terms of carrying costs.  I understand Enbridge provided some clarification we were looking for.

So I will turn it over at this point to our new friend from SBUA to wrap things up, but before I do, I want to thank Cherida and Lawren for managing this process, and certainly Teresa, who beyond doing yeoman's work and getting us the right amount of breaks, also has had few interruptions, which has been really good given the amount of discourse we have had over the last three days.  So thank you very much.
Examination by Ms. Seers:


MS. SEERS:  Thank you, Mr. Quinn.  Good afternoon, Mr. Mosenthal, Mr. McDonald.  My name is Myriam Seers and I represent the Small Business Utility Alliance.  Very nice to meet you.  I just wanted to say thank you for being with us here today and for your very helpful and useful and contribution to this proceeding.

I know I am going last, and because of that I'm the last thing standing in the way of people getting on with the rest of their afternoons, but I feel compelled to say something here before I get started, so if I can use people's attention for just a moment.

Anyone who knows me will tell you I have a real hard time witnessing certain things that I find to be out of line and staying silent about them.

So what I want to say on the record and for the record is that I find it is regrettable and unacceptable how combatively questions were put to Mr. Mosenthal and Mr. McDonald earlier on, going so far to threaten their compensation.  That is intimidating to a witness.  It is not fair to them.  It is hard enough to be a witness without that kind of conduct going on around you, without that kind of threat being levelled at you.


Mr. Mosenthal and Mr. McDonald are independent experts from Vermont in the United States, so they're not even from our province.  They're not even from our country.  They're being put forward by Board Staff which has a public-interest mandate and put forward by them to help the Board make the best possible decision in the best interests of ratepayers in the province of Ontario, in a process that is designed to be consultative and collaborative and respectful of all stakeholders, and they don't deserve being dragged into a sandbox.


It is inappropriate, it's unacceptable, and I just wanted my very strong objection to that conduct to be noted for the record and for posterity.


And I do hope there is posterity and follow-up, because certain things are not acceptable and shouldn't be tolerated or allowed.


That is my submission, just for the record and for posterity.

So my question then --


MR. O'LEARY:  Well if I could just briefly respond to that.  You're certainly welcome to your views, Ms. Seers, but the comments that I raised were in respect of an intervenor requesting in effect additional new evidence being brought into this proceeding, which I submitted was procedurally unfair.  And my comments were intended to simply indicate that it would be inappropriate for that to occur; and, yes, I did say there may be cost consequences to that, but that is not a reflection on the witnesses, that is reflection on ultimately OEB Staff's ultimate request.

But the more important thing, as I indicated, was the fact that as a procedural issue we find it unfair to the applicant and other parties if there is going to be additional evidence --


MS. SEERS:  Mr. O'Leary, I am going to interrupt you because you interrupted me.  And I said --


MR. O'LEARY:  I think I was entitled to respond.

MS. SEERS:  I said -- you said -- with all due respect, Mr. O'Leary I think the record is very clear about what your position was and now it was my turn to speak and I wanted to record a position.  And if there is follow-up about everything that occurred earlier today, I am sure that will happen subsequently.  But I would like to proceed now.  Thank you.

MS. SEERS:  So my question then, Mr. Mosenthal and Mr. McDonald -- thank you for indulging that.  So this is with reference to your recommendation 23, which is on page 28 of just for the record OEB Staff 2.

I just wanted to ask just in general terms, in your view whether Enbridge's proposed plan adequately addresses the barriers we have been talking about for small businesses in terms of their being able to acquire comprehensive efficiency savings.

MR. McDONALD:  Yeah.  I think -- you know, I think it is a step in the right direction to kind of include additional measures.  We talked about this before.  We'd like to see that expanded to kind of include similar sorts of envelope measures that are done in like the home performance or Energy Star program, and we particularly would like to see that program offered in collaboration with the electric utility.  Does that answer your question?

MS. SEERS:  Sure.  And do you think the direct install program provides a comprehensive array of measures?

MR. McDONALD:  No.  You know, I think it's traditionally been focussed on the warehouse, on the warehouse doors, which is definitely not a comprehensive array.  They're adding, they are planning to add measures, but I think there is more that could be done.

MS. SEERS:  Do you have any sitting here -- I appreciate you're being put on the spot, but do you have any thoughts about, without asking for any undertakings --


MR. McDONALD:  Right.

MS. SEERS:  -- do you have any thoughts sitting here right now about what some of those measures might be that might be added that would be cost-effective?

MR. McDONALD:  I think we would like to see some envelope measures in ventilation, you know, particularly envelope in ventilation.

I don't remember off-hand if they are doing kind of shower aerator, shower heads and faucet aerators and pipe insulation and tank wrap, but that is pretty typically low-cost, pretty cost-effective savings.  If you are there in an audit you can generally do it right there so you know, those should be, those should be added if they're not there already.

MR. MOSENTHAL:  I would just add heating system measures, you know, controls, smart thermostats, things like that.

MR. McDONALD:  Yes.

MR. MOSENTHAL:  Could be useful.

MS. SEERS:  And I am not sure whether you were here yesterday during my questioning of Enbridge panel 1, but I asked them why, why -- actually in fairness, the answer to the question as to whether the residential rebates will be offered to small business customers if they're using residential-sized equipment, they took that away because they weren't sure.  And if the answer is  no, they're not available, they have undertaken to explain to us why.

I was wondering whether you have a view as to, is that appropriate, is it appropriate for Enbridge to give rebates to residential customers but not commercial customers if they're using the exact same equipment?

MR. McDONALD:  Do you mean specifically as part of a small business direct install?  Sorry, just to clarify.

MS. SEERS:  Sure.  I think the question was put, say, if you look at a specific measure just as an example of an adaptive thermostat, whether, if you are a home owner, a residential home owner you can benefit from a rebate for that.  But if you own a small business like a yoga studio, like -- I have a law firm so I am a small business.  I have a small law firm.

So if I have my law firm's office, why would I not -- the question was if I am not eligible as a small business for that same measure, why would that be appropriate?  I just wonder whether you had a view about that.

MR. MOSENTHAL:  I guess I would have a somewhat nuanced answer to that, which is that you know, I think you want to avoid cross-subsidies.

So to extent you have a program budget being recovered only from residential customers, you probably only want residential customers participating in that program.

Now, that being said, if the measure is cost-effective for a small business, it seems logical that they would want to offer it in their small business programs, as well.

There can be differences even with the same technology simply because of different hours of use, and other factors that might cause a certain measure to be more appropriate, either for residential or for small business.  But generally speaking, if they're providing cost-effective savings, then it would make sense.

MS. SEERS:  And do you think there are likely to be more cost-effective measures that could be offered through direct install program that would be applicable for small businesses?

MR. MOSENTHAL:  Yeah.  I think that was one of our recommendations, was to be more comprehensive in that program.

MS. SEERS:  And last question.  In your view, do Enbridge's proposed programs provide enough technical assistance for small businesses to acquire comprehensive efficiency savings?

MR. McDONALD:  Yeah, I mean I think -- I think expanding the scope of the small business audit, small business assessments to include additional measures is desirable for that.

MS. SEERS:  Okay.  Let me just check with my -- nothing further.  Thank you very much.  And thank you everyone.  I know it is late in the day, so thanks for indulging my comments at the beginning.

MR. MURRAY:  Thank you very much, Ms. Seers, and thank you very much to Mr. Mosenthal and Mr. McDonald.  You are now finished your questioning.

That takes us to the end of the technical conference.  I would like to thank everyone for their cooperation and their understanding and their assistance in getting this done in the allotted time of three days.  It was a lot of work.  There was a lot of questions, a lot of witnesses, but everyone worked together and we were able to complete things within the time period that was required, so we very much appreciate that on everyone's behalf.

With that, the technical conference is now closed.  Thank you very much, everyone.  Have a great night.
--- Whereupon proceedings concluded at 5:12 p.m.
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