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Tuesday, March 29, 2022
--- On commencing at 9:30 a.m.

MR. JANIGAN:  Good morning, everyone.  Welcome to the second day of the oral hearing for Enbridge Gas's multi-year demand-side management program.

First, before we start, are there any preliminary matters?  Seeing none, I will turn it over to Mr. Elson to continue his cross-examination of panel 2.
ENBRIDGE GAS INC. - PANEL 2, resumed
Craig Fernandes,
Daniel Johnson,
Tom Grochmal,
Alison Moore,
Jim Dunstan; Previously Affirmed.
Cross-Examination by Mr. Elson:  (Cont'd)

MR. ELSON:  Thank you, Commissioner Janigan, and I will share on my screen, again, Exhibit K1.6, which is the Environmental Defence compendium, and I will pick up where I had left off, which was moving to page 15.

So on the screen you should see Exhibit JT1.6, and this exhibit is showing an estimate of annual gas costs in Ontario, and I would just like to highlight for the panel so we can follow along that the annual gas costs for gas that you have data on were about 4.9 billion dollars in 2020.  Is that correct?

MR. JOHNSON:  I see that, yes.

MR. ELSON:  And so I will move to the next page, and the highlighted figure is showing the gas costs in 2027 forecast to go up to $9.2 billion, which is almost double.  Do you see that there?

MR. JOHNSON:  Yes.  And just to clarify, when you say gas costs, it is a sum of a number of different elements above, not just the commodity.  Correct?

MR. ELSON:  Correct.

MR. JOHNSON:  That's your understanding?

MR. ELSON:  Carbon costs and delivery costs.

MR. JOHNSON:  Yes, okay.  Yes, I see that.

MR. ELSON:  And maybe we could describe them as costs that show up on the gas bill.

MR. JOHNSON:  Sounds good.

MR. ELSON:  And this is based on a commodity price of 12 cents per cubic metre.  So it doesn't account for the recent price increases that we have seen.  In other words, the whole war in Ukraine happened subsequent to this.

MR. JOHNSON:  This would certainly have been generated prior to that, yes.

MR. FERNANDES:  Though I wouldn't want to presuppose that that would continue to 2027, I hope, Mr. Elson.

MR. ELSON:  Price increases, I don't know.  If I knew, then -- well, let's put that aside for the moment.

What I think this means is that DSM investments -- demand-side management investments under Enbridge's proposal will significantly decline as a proportion of overall gas bills by 2027.  Right?

MR. JOHNSON:  That's what the math would indicate.

MR. ELSON:  Thank you.

MR. JOHNSON:  I guess the only question would be the definition of "significant", but I take your point.

MR. ELSON:  Well, you are going from 4.9 billion to 9.2 billion, and so that's almost doubling.  Right?

MR. JOHNSON:  Yeah.  I don't have handy how much
our -- we can pull it up.  I think you added another piece here, but there is some increase, but it would not be doubling.

MR. ELSON:  Got it, okay.  So I will turn now to page 17 of our compendium, and this is a document here in which the 2023 budget is escalated for the residential rate class maximum impact at two dollars per month.  And this is the response to Environmental Defence 12.  Do you see that there?

MR. FERNANDES:  We do.

MR. ELSON:  And I will zoom out.  This would be the budget based on what's being proposed, and the additional amount if you were to increase it such that the impact was limited to two dollars per month is $165 million.  Do you see that there, Mr. Fernandes?

MR. FERNANDES:  I do.  And I think we've noted that the 132 million dollar number doesn't include all of the potential impacts.  So it only includes the amount that would be included in rates.  It wouldn't include the -- any kind of shareholder incentive or the 15 percent overspend.

So the two dollars a month was intended to be a cap.  So you should be measuring it against the cap of all of the potential spend that would go into rates.

MR. ELSON:  Now, your two dollars per month was your budget.  You still had a 15 percent DSMVA, demand-side management variance account, with that two dollar per month guidance.  Correct?

MR. FERNANDES:  The two dollars a month was intended from the OEB from the previous decision.  My understanding is it was intended as a cap and included all forms of spending.  It is a maximum budget envelope.

MR. ELSON:  Can you go back and double-check that, because I think you are wrong, and maybe I am wrong, but if you could undertake to confirm that the budget levels based on the two dollars per month residential cap had an additional 15 percent DSM variance account amount that was allowed.

MR. FERNANDES:  I can -- I can confirm that, but I am almost certain, Mr. Elson.

MR. ELSON:  Okay.  That's fine.

MR. FERNANDES:  We will certainly be able to get that at a break, actually, and it would be much easier for me to just find that and read it into the record rather than an undertaking.

MR. ELSON:  Okay.  And on the next page here you will see the impact at two dollars and 27 cents per month, and that $2.27 is the two dollar cap or two dollar figure -- I shouldn't call it a cap, because it is not a cap anymore, and what we're talking about now is reference points for the appropriateness of the budget.

So it was taking that old two dollar number and escalating it by inflation.  Is that your understanding, Mr. Fernandes?

MR. FERNANDES:  For this particular item, what was the escalation point?  Because it looks like, you know, that's 10 percent higher than two dollars, ten and change.  So it is like five years of escalation at 2 percent.

MR. ELSON:  I think so, yes.

MR. FERNANDES:  Okay.  So it would be taking the basis then from something like 2016 rather than the 2021 that the OEB directed us to in the DSM letter.

MR. ELSON:  Yes.  This is taking the two dollars from back in 2016 --


MR. FERNANDES:  Okay.

MR. ELSON:  -- and escalating it.  So here you will see that the budget amount comes to $187 million based on 2.27?

MR. FERNANDES:  I can see that.

MR. ELSON:  And that is significantly more than you are planning to spend, I take it?

MR. FERNANDES:  That is a higher amount than what we have for 2023.

MR. ELSON:  So the questions that I would really like to get into relate to how the entire budget envelope would be developed based on a residential budget envelope, and I understood the guidance back in 2016 was that you arrive at a two dollar per month impact on residential bills and then extrapolate the commercial and industrial spending envelopes based on the historic mix of those program sectors?

MR. FERNANDES:  That's correct.

MR. ELSON:  But I see here in this interrogatory response JT1.5 on page 19 that the balance of spending between sectors has changed between 2014, 2016, and 2023?

MR. FERNANDES:  You are correct, but I think when we had the undertaking we were trying to correct that 2014 wasn't done on this basis at all.  It's not terribly relevant to the two dollars a month, because it was prior to that direction being given.

MR. ELSON:  Well, that was something that was a bit confusing to me, because the direction was given in 2016, and the reference in the 2016 direction is historical ratio of residential to commercial and industrial customers, right?  So wouldn't historical in 2016 be referring to 2014 or 2015?

MR. FERNANDES:  The 2014 budget would have been set quite a bit before that period of time.  So basically the reference that I think would be relevant to the topic that you are talking about is 2016.  And you know, we can go back and rehash now we're talking about not even the current framework decision, we're talking about the one before.  So it's not -- you know, not necessarily terribly relevant, I would think.  We have had the Board issue the decision on the current framework, and then we had 2021 DSM plan that rolled it over and they accepted the distribution, and then another rollover.

So I think we're -- everyone hopefully is pretty comfortable with the distribution of the budget across the sectors.  And I think on presentation day, we had OEB Staff clearly indicate that what we proposed in this proceeding is actually consistent across the sectors.  They went through that in a little bit of detail on presentation day.

MR. ELSON:  Yes.  I wouldn't disagree with that, Mr. Fernandes, and what I am looking at now are potentially yardsticks for budget, whether it is two dollars a month, or four dollars a month, or three dollars a month, and what those mean.

I think you would agree that if you are setting the overall envelope based on the amount of spending in the residential context, you could increase the overall envelope by putting more resources into commercial and industrial demand side management programming, without affecting the two dollars impacts on residential.  Is that fair to say?

MR. FERNANDES:  That's fair to say for any sector, if the OEB -- sorry, Ontario Energy Board wanted to have a different -- you know, a different distribution.  That's clearly something that we expect that they may -- that the commissioners may want to weigh in on.

But recognizing that what you are talking about is having a disproportionate bill impact on particular sectors, we have provided -- you know, we are proposing sector-based scorecards and we have provided a sensitivity analysis in Staff 13, based on those sectors.

So I think, you know, we provided a wholesome view of what things would look like if you wanted to increase a particular sector, assuming that you are talking about, you know, focussing in on the resource acquisition type programming which does make up 91 percent of the annual scorecards.

We provided it in that form intentionally because we believe the panel may want to consider something that isn't distributed.

We have noted that we're trying to balance a number of different factors and one of them is balancing the bill impacts with, you know, things like broad reach in programming.  A number of parties have brought up all of these items so, you know, there could be and we're not opposed to changes in the budget.

But it has an impact, and I think we've got enough evidence on the record to say what those impacts would look like.

MR. ELSON:  So here is what I would really appreciate, which is additional line of sight and clarity on what a two dollars per month residential bill impact looks like in terms of an overall envelope, based on these three scenarios you see on your screen for divisions between the different sectors.

So if you could provide an undertaking that would show the two dollar impact on residential customers and what envelope that provides for the residential sector, and then calculate the overall envelope based on these three breakdowns between commercial, industrial and residential, that would be helpful so that I can have a greater understanding of the connection between the overall envelope and how your sector spending is divided up.

Could you undertake to provide that undertaking response?

MR. FERNANDES:  So can we clarify what you are asking for?  So I see you have highlighted the 35 percent for 2023.

MR. ELSON:  Yes.

MR. FERNANDES:  And you are saying that you would like us to fix the dollars for the residential sector at the same dollar level that we proposed?

MR. ELSON:  No.  Take the residential envelope and calculate it based on two dollars.

MR. FERNANDES:  So that would go down.

MR. ELSON:  And then take the rest of the envelopes and calculate your commercial and industrial envelopes, assuming that they are either 65 percent -- or in this case 75 percent, or in this case 91 percent of the overall spending, because your division between different sectors impacts your overall envelope.

Do you see what I am saying, Mr. Fernandes?

MR. FERNANDES:  I understand what you are saying.

MR. ELSON:  Okay.

MR. FERNANDES:  Just wondering if it is actually going to be helpful for the panel.

MR. ELSON:  It is helpful for us because it will highlight that you can have more budget within a two dollar cap, depending on what your different breakdowns are between residential, commercial and industrial.

MR. FERNANDES:  I just want to make sure, Mr. Elson, we have been pretty clear.  That was not the guidance that we were given in the DSM letter.  So the two dollars a month is a historical artefact.

MR. ELSON:  Of course, of course, you don't have to keep within the two dollars per month.  But you were showing me materials yesterday's from your CCC exhibit where you were talking to the ministry about two dollars, or three dollars, or four dollar impacts, and I think just as a general principle, dollar impacts is one way to look at the reasonableness of a budget.

So it would be helpful to know what dollars per residential impact looks like, in terms of overall budget envelopes depending on how you divide those budgets up between the sectors.

MR. POCH:  If I could interrupt?  It would be helpful to my cross if that could be in the equivalent of the two dollars at the time the Board gave that guideline, in other words whatever that was, $2.27.

MR. ELSON:  Yes, we would appreciate that, too.

MR. POCH:  Thank you.

MR. ELSON:  Can you provide that undertaking, Mr. Fernandes, so we can move on?  I know we are quite short on time today.

MR. FERNANDES:  Mr. Poch was asking for us to also escalate it for inflation.  Which year are we using as our base year?

MR. ELSON:  2016.  So the -- you would do it based on two dollars, and also based on $2.27.

MR. FERNANDES:  This is going to be quite a bit of effort, but we will do a best efforts and we will have to put a lot of caveats around it.

MR. ELSON:  Thank you.

MR. MURRAY:  Mr. Elson, there was a lot of back and forth there.  Perhaps you can repeat the undertaking that was given for the record.

MR. ELSON:  The undertaking is to calculate the total budget envelope based on a two dollar per month residential bill impact, based on three scenarios as described in JT1.5 for the division of the budgets between residential, commercial and industrial.  And to provide an additional table that calculates it based on $2.27 per month, which is an inflated value of the previous two dollar figure.

MR. MURRAY:  That will be undertaking J2.1.
UNDERTAKING NO. J2.1:  TO CALCULATE THE TOTAL BUDGET ENVELOPE BASED ON A TWO DOLLAR PER MONTH RESIDENTIAL BILL IMPACT, BASED ON THREE SCENARIOS AS DESCRIBED IN JT1.5 FOR THE DIVISION OF THE BUDGETS BETWEEN RESIDENTIAL, COMMERCIAL AND INDUSTRIAL; TO PROVIDE AN ADDITIONAL TABLE THAT CALCULATES IT BASED ON $2.27 PER MONTH, WHICH IS AN INFLATED VALUE OF THE PREVIOUS TWO DOLLAR FIGURE.

MR. ELSON:  Thank you.  Commissioner Zlahtic, I see that your microphone is off.  Did you have something to add here?  No?  Okay.  You may have just been highlighted by Board Staff.  I am not sure but you popped up on my screen with your microphone on, so I just wanted to make sure you didn't have something you wanted to add.

Now you are muted again.

MR. ZLAHTIC:  I believe I am still muted.

MR. ELSON:  I can hear you now.

MR. ZLAHTIC:  Oh, geez.  I came into the room and I didn't mute my microphone.

MR. ELSON:  All right.

MR. ZLAHTIC:  Sorry, apologies.

MR. ELSON:  So I would like to turn now to a further question on this compendium.  This question flows from the decision in the 2016 to 2020 DSM plan.

And, in particular, this part of the decision -- and you will see that this is section 14 of the decision on page 87, looking at next steps.  So this is the Board when it approved the previous DSM plan, looking at the issues and saying what to do next.

And the Board says:
"The cost impact of DSM programs for a customer was discussed during the proceeding.  Some parties suggested that this cost impact be shown as a net rate impact and both the benefits and the costs of the DSM programs be included in the same calculation.  The OEB suggests the gas utilities consider a net rate impact approach further.  Some areas to consider include:  The sample (e.g. years, participants, customers, et cetera) required to reasonably consider the benefits and costs to customers, price forecasts used, demand reduction impact on price, among others.  This analysis should be presented to the OEB as part of the gas utilities' next multi-year DSM plans."

So I take it, Mr. Fernandes, that DSM programs generate some benefits for all customers, including the customers that do not participate in the program.  Is that correct?

MR. FERNANDES:  I believe it's predominantly for participants.

MR. ELSON:  Of course.  It also produces some benefits for non-participants.  Correct?

MR. FERNANDES:  If we take it from a TRC plus point of view, there are some non-energy benefits that include societal items.  But the savings predominantly, with what the Board's direction -- sorry, the OEB's direction were around saving customers on their energy bills, those are exclusively to participants.

MR. ELSON:  Well, the OEB here is talking about the demand reduction impact on price.  And I assume that you or Mr. Johnson are familiar with that concept.

MR. FERNANDES:  Yes.  It was extensively covered in the previous proceeding.

MR. ELSON:  And that is a benefit that accrues to everyone, because it is the impact of reduced demand on market prices that everyone pays.  Correct?

MR. FERNANDES:  I think Mr. Johnson will be able to speak to it a little bit more, because there's some of it as evidence on the record in this proceeding.

But going back to the decision that you are referring to here, starting at page 58 of that decision, in its comments the Ontario Energy Board said, GEC and ED both indicated the OEB's two dollar a month guidance be refined, taking into consideration the analysis provided by Mr. Neme and Mr. Chernick that discussed the impact of additional avoided costs, GEC and ED submitted by including these additional avoided costs in the calculations of cost-effectiveness and bill impacts, the result would be both gas utilities spend significantly greater amounts on their DSM programs without increases to customers' bills, which is what you are speaking to now, and later on they said the OEB does not accept the submissions put forth by GEC and ED with respect to revising the bill impact guidance and considering additional avoided costs.

The OEB is satisfied that the maximum bill impact to residential customers is consistent with the cost guidance outlined in the DSM framework.

So I am not sure if we're really trying to revisit something that the OEB's already determined that they're not -- you know, not looking to look for changes in that, and, again, in the guidance that we received for this proceeding the reference was to budgets, not to bill impacts.  Sorry, not to -- there is no reference to net rate impacts in the guidance that we received to file this application.

MR. ELSON:  The question that I am trying to get at, Mr. Fernandes, is what the impacts are on all customers.  And I think, as you said, Mr. Johnson can provide a bit more detail there.  You know, we can parse the meaning of this previous decision.  I think it is pretty clear that there was direction to look into this, but I am two steps behind you, in that I just want to establish what those benefits are so that we can all follow along here.

And perhaps, Mr. Johnson, you can describe what some of those benefits are that accrue to all customers, not only the participants.

MR. JOHNSON:  So I believe the quote you were referring to, in terms of demand reduction impact on price, that is something that we looked at as part of our jurisdictional scan for avoided costs to see what was done in other jurisdictions.

Our scan showed that one out of I believe the nine utilities that we looked at had it.  The intent of the scan was simply to, you know, see what parts of avoided costs -- you know, if we were including all the correct components of avoided costs.  The intent here was not to look closely at the particular values.  In that particular case our consultant did look at the value, and it was quite small, so we have not included price suppression effects within our avoided costs because most jurisdictions don't, and the one jurisdiction that did it was quite small.

MR. ELSON:  And even a very small change in prices can make a material difference based on the 26 billion cubic metres consumed in Ontario.  Right?

MR. JOHNSON:  I guess.  It depends on how small that difference is.

MR. ELSON:  I am, again, two steps behind you, and I am just wanting clarity that the demand reduction on price, that's an impact that affects all customers, not just participants.  Right, Mr. Johnson?

MR. JOHNSON:  Yes.  If you change the price of gas, you will impact all customers.

MR. ELSON:  Thank you.  And another example is avoided transmission and distribution costs.  So if distributed energy resources mean that you don't have to do -- sorry, if demand-side management means that you don't have to, for example, upgrade the Dawn-Parkway system, those savings are savings that accrue to all customers.  Correct?

MR. JOHNSON:  So we do capture that -- a little bit of a complicated answer.  We do capture that in our avoided costs, and your statement is correct that the benefits actually do flow to all ratepayers.  However, the way that we capture it in our avoided costs in order to do our calculations is we take the benefits and spread it across the savings that we calculate for our program.

So just -- that number that you will see in our avoided costs, you would not take that number and apply it to all customers.  It would be a much smaller number if you were to apply it to all customers, but the theory of what you are saying is correct.  It is just not how we have actually done the maths for the purposes of our TRC calculation.

MR. ELSON:  Yeah, and I am just focusing on the reality of people's bills and where those benefits will flow.  And those benefits will flow to all customers, right?

MR. JOHNSON:  Yes, they would.

MR. ELSON:  Okay.  So a net rate impact approach would look at the impacts not only on -- from DSM costs, but also from DSM benefits.

MR. FERNANDES:  I think, Mr. Elson, the quote that you have on the screen suggests that there is a number of things that might or might not, and, you know, the company did look at this when we were in the framework consultation under the understanding that the OEB might want to consider this.  But we didn't get that in the direction.  So it would require a framework to understand exactly what you are talking about.

I think even what you were saying earlier with a very small change in the gas costs might add up to a lot of dollars, given the volume that flows through, and I can understand how that would work mathematically, but if you are going to put it in terms of a residential customer, the small number is not really going to change it very much at all.  The average residential customer uses 2,400.  So if something is like on the order of a penny, it is not changing the mathematics very much on that front.  But it would potentially have an impact if it could be quantified accurately for something like the net benefits in aggregate.

MR. ELSON:  And the demand reduction on price is only one of those impacts that accrues to all customers.  Probably avoided transmission and distribution costs would be a larger item, I would assume, Mr. Johnson?

MR. JOHNSON:  Yes.  So again, we have calculated that, because it is what I will say more measurable.  Again, these things are always difficult to measure, but that
is -- that is included in our avoided costs.

MR. ELSON:  And this is really what I am getting to, which is if the Board is interested in looking at budget envelopes in terms of dollars per residential customers, what we looked at just now when we were talking about two dollars is focussing only on the DSM costs and is excluding the DSM benefits that arise to participants, and is excluding the DSM benefits that arise to all customers through non-participant benefits.  Fair to say?

MR. JOHNSON:  I think I followed the seconds part.  I am not sure I followed the first part.  The two dollars a month is something that is looking at all customers...


MR. ELSON:  It is only looking at costs.  It is not looking at the benefits that accrue to all customers, nor is it looking at the benefits that accrue to participants.  Right?

MR. JOHNSON:  Right.  So just recognizing the benefits that accrue to participants is independent of two dollars, because that is something that is for all customers.

MR. ELSON:  Yes.  Neither of those pieces are included if you are just looking at the two dollars the way we have been talking about it.  Fair to say?

MR. JOHNSON:  Yeah.  I guess, again the P3 you're talking about, the benefits that accrue to all customers, I follow that.  I guess I am not quite following the benefits that accrue to customers, how that would -- I am not clear on how you would do that math.

MR. ELSON:  To participants.  It would be by looking at a bill impact as opposed to a rate impact.  But when you are looking at rate impacts, the two dollars rate impacts is really just looking at the costs while excluding the benefits that accrue to all participants.  Fair to say?

MR. FERNANDES:  So, Mr. Elson, that's one of the reasons why we explicitly included a net benefits based on the TRC plus, because it gives a better view to the aggregate of the customers.

I think the issue that Mr. Johnson is struggling with -- and what I was trying to state earlier -- is that how to do that calculation of net rate impacts requires a framework and how you are going to incorporate that, because what you are saying is that some of the benefits accrue to the participants and, you know, the costs are distributed more broadly, which I think the Ontario Energy Board has noted that's one of the reasons why they had a cap put in for the two dollars a month was the cross subsidization issue between participants and non-participants.

So where you are going just really requires a framework for how we would calculate that and we wouldn't necessarily be opposed to that.  But that is not the direction we were given when we filed the application.  So we don't have that today.

MR. ELSON:  Well, you were given direction, to be fair, sir, in this decision that is on the screen to come back with an analysis on a net rate impact.  And nobody told you to stop doing that work, did they, Mr. Fernandes?

MR. FERNANDES:  I respectfully will disagree.  If we look at the direction in the DSM letter, it notes five items and, you know, the previous decision is not one of them.

MR. ELSON:  So you're saying the Board didn't want you to have regard to the previous DSM decision?  Okay, that's fine, that is a sufficient answer for me, Mr. Fernandes.

MR. FERNANDES:  Mr. Elson, the Board suggested one thing in this part of the decision previously.  It said it didn't accept it from the previous decision.  We got explicit direction to look at the results from this current framework, the mid term policy from the government.  The Board did not explicitly ask us to go back and do this.

So we have taken the direction that we received and interpreted it as best we can.  We only had five months.  We said that in the interrogatory that you asked around net rate impacts as well, that we would need a framework to be able to do this and that would take some time to make sure it was done appropriately.

MR. ELSON:  Thank you, sir.  I will move on to page 25 of our compendium.  This is the natural gas Achievable Potential Study and I think we have discussed how the OEB said that your plan should be informed by this study.

There's been a whole lot of discussion about this and I don't want to get into all of the details of which are already on the record.

One thing I just wanted to confirm is that this study was published before the federal government announced the increase in carbon pricing to $170 per tonne by 2030.  Right?

MR. FERNANDES:  I am very certain that is correct and I will take your word for it, Mr. Elson.

MR. ELSON:  And increased carbon pricing will make gas energy efficiency more cost-effective because it increases the savings, right?

MR. FERNANDES:  I would generally agree with that.

MR. ELSON:  And I would like to take you to page -- this is the section on page 186 of the Achievable Potential Study.  I would like to read this recommendation to you, under the heading "Ensure the costs of natural gas expansion are properly accounted for within the natural gas avoided costs".  It says:
"It is unclear to what degree the natural gas avoided costs account for the costs associated with natural gas infrastructure expansion.  For example, when considering fuel switching for new construction, it seems likely that the existing avoided costs would under estimate the benefit of not having to install pipelines and access points to a new housing development."


I understand you haven't followed up on this recommendation because see this as being a recommendation to the OEB, as opposed to a recommendation to Enbridge.  Is that fair to say, Mr. Johnson or Mr. Fernandes?

MR. FERNANDES:  It was actually an explicit recommendation to the sponsors of the report.  So it was both to the IESO and the OEB.

MR. ELSON:  Is Enbridge open to considering fuel-switching programming that focuses on new developments and measures what might be particularly cost-effective due to savings by avoided natural gas infrastructure?

MR. FERNANDES:  I'm sorry, you are going to have to be a bit more clear on exactly what you mean by that.

MR. ELSON:  Are you open to considering fuel-switching programs that focus on new developments, and this part of the APS is noting that there might be benefits of not having to install pipelines and access points which would affect cost-effectiveness.  Is that something that Enbridge is willing to look into?

MR. FERNANDES:  Again, are you asking for us to allocate a portion of the DSM budget to do exactly what?

MR. ELSON:  What I am asking is whether that would be something that you would look at in a next step, which may be the OEB asking you to increase the savings at the end of this proceeding, or it may be in a mid term review by focussing on new developments where fuel switching could result in very cost-effective programs because you can avoid significant costs of pipelines and access points.

Is that something you would be open to considering?

MR. FERNANDES:  We already have a new construction program that has various steps that, you know, speaks to this very point.

But I am not clear.  Are you asking -- because there's a number of items, like the company is the program administrator and, you know, we're given direction to follow the policies that are set by the Government of Ontario and the Ontario Energy Board.

It sounds like you are asking us to propose new policy, and I don't know if that is appropriate for our role.

MR. ELSON:  I am not.  And I will ask one more question and then leave this area.

If you are going to provide any sort of incentives to a new housing development which hasn't been built yet, the builder has to agree that they're going to put gas pipelines in, right?

MR. FERNANDES:  So I understand the point where you are going and maybe I can call on Mr. Dunstan.  But I think what I tried to portray -- and hopefully I did it well on presentation day -- is that our Building Beyond Code program hits three important sectors, being affordable housing, residential and commercial and it is trying to support the market so that Ontario can advance the next step in the Building Code.  And that impacts all fuel types and all new construction.

I think Mr. Dunstan could probably describe points where, with our programming, we've already had some of that transformational type activity that has resulted in purely electrical new development.  Mr. Dunstan?

MR. DUNSTAN:  Thank you, Mr. Fernandes.  If I can expand on that point.  Our Building Beyond Code Programs are there to kind of help builders, as cited in the documentation, the evidence that we have provided.  Explicitly, the building knowledge report that was included spoke to the natural resistance to change.  And builders by nature are building to what their customer base is ultimately looking for.

As part of attachment 2 in the interrogatory response for the Pollution Probe 48, it cites from a residential point of view 96 percent of all space heating is natural gas in the new construction market, 85 percent on the water heating.  And there is four other applications that go from fireplace to barbeque to cooking and cooktops to natural gas dryers that also have natural gas uses in the new housing market.

What we have done with Building Beyond Code is, we're looking at two elements.  We are not just looking at the mechanical elements, but we are looking at the -- probably the bigger barrier is, how do we move builders to build tighter airtight homes, more insulated homes that benefit both gas and electricity.

And so we have seen the impacts of our previous programming, and we will continue to.  If you look at, you know, as recently referenced on the weekend on the CHBA site, who does the Net Zero and Net Zero Energy Ready Program, two of the largest builders -- and that is Sifton and Doug Tarry Homes -- have produced the lion's share of homes that have been built to the net zero and net zero energy ready standards.  Both were previous participants in our new construction programming and have represented, you know, 58 percent of the national number, in terms of units that are built to that standard, and 66 percent on the Ontario market.

Our program is really focused on trying to help them through that change management.  So as a lot of the building science consultants that we work with, third-party building science consultants who have worked on both natural gas and electricity projects, you know, have cited that in order to move the market you need to develop a program that works with the production builders who build the large majority of homes in the province.

So our intent with the program is to work on design elements that help them through that change management process.

The more variables that you add, the more complexity it adds from a production standpoint.  So by adding more variables to the new construction process, there becomes a natural resistance to change, as has been cited in our evidence, that builders will not go above and beyond what they're legislated to do.

So our Building Beyond Programs have benefits to both natural gas and electricity ratepayers, as has been demonstrated by not only the direct participation in our programs, but the future activity that they've done based on the learnings that they have achieved and have derived from the program support that we have provided.

MR. ELSON:  That was a very long answer that -- I appreciate the detail.  It didn't actually respond to my question, which was much simpler, which is that, Mr. Dunstan, I understand the program only provides incentives to builders who commit to put in gas equipment.  So it excludes potential cost-effective options where there would be savings as described in the APS here from not having to install pipelines and access points.  I think that is clear.

Can you confirm that, Mr. Dunstan?

MR. DUNSTAN:  I would just reply to that comment that the decision, in terms of by putting natural gas in a development, really are up to the developers and the builders themselves, and based on the current market conditions that their customer base is looking for natural gas to be part of, you know, their home solution.  They want to have fuel choice.  And so by nature, you know, we are trying to support those that are going to natural gas to do it in the most efficient way possible, and that is the spirit of the program that we have designed.

MR. ELSON:  I will take that as a yes, thank you, sir.  I am moving on to page 29.  This interrogatory response is describing the number of participants that received a furnace rebate, and that is the 250 dollar rebate, and those numbers have declined in the last two years, presumably for a number of reasons.

And even with the suppressed number in 2021, it is still over 7,000, and by my calculation that comes to roughly $1.7 million in incentive payments, which is 7,146 times 250.

Is that the right math that I am doing there?

MS. MOORE:  So it is actually a little different than that, Mr. Elson.  The amount of the rebates that were provided for the furnace in 2021 is actually provided in an undertaking.  It was Exhibit JT2.17.

So the offer that is available to a homeowner is based on their time of enrolment into the offer.  So about 30 percent of the participants in 2021 would have enrolled in the offer prior to the fall of 2020, when we further reduced that furnace rebate.  So they would have had access and been motivated by that higher 500 dollar rebate.

MR. ELSON:  Got it.  So some of these are receiving $500 rebates and some of these are receiving $250 rebates?

MS. MOORE:  Exactly.  There is a relatively long program process with participants between, you know, enrolling in the offer, doing the pre-assessment, completing the retrofits, and then ultimately their post-retrofit assessment.  So the offer available to the participant is based on their time of enrolment, so they have certainty in the rebates that they will be receive, and it is not shifting as we continue to evolve the offer.

MR. ELSON:  So 30 percent received 500, you said?

MS. MOORE:  Approximately, yes.

MR. ELSON:  Okay.  Could you undertake to calculate forecast annual spending on gas-based equipment, including incentives and overhead, broken down by program and measure?

MS. MOORE:  So that would be very difficult to do.  The program did not forecast out the measure mix, Mr. Elson, when we were forecasting for the 2023 plan and beyond plan.

You know, there are a number of reasons for that.  One is that we had made material adjustments to the rebates over the course of 2020, decreasing the furnace rebate twice and in tandem increasing the insulation rebates twice over that period.

So you would expect a continued measure shift and a continued shift in uptake.  However, the other factor here is that the company was aware of the announcement of the Federal Greener Home Grant program.  Details weren't yet available to the company.

So, you know, in that context it would have been very difficult to do a very detailed assumption of what the measure mix would look like, how average rebates would change, how average savings would change and so forth.

So in that context, the company had really relied on its experience in 2020 and forecasted on that basis.

MR. ELSON:  That's fair, Ms. Moore.  Thank you.  And what we're trying to get at -- and I had thought that it was going to be somewhere in the answers, and dug and dug and dug and couldn't find it, which is why I am asking for it now, but now I see the complexity of it.

I think it would be helpful instead then to provide an undertaking to calculate the annual spending on gas-based equipment, including incentives and overhead, broken down by program and measure, for 2019 and 2021, and noting any program changes so that we can have an idea of what that spending has been as an indication for -- go ahead, Ms. Moore.  You were going to say?

MS. MOORE:  Sorry.  You had referred to 2019 and 2021.  So the 2021 breakdown for each individual measure is provided in that same undertaking that I had referenced, the JT2.17.  It is available for each measure.

So are you -- just to be clear, are you asking for that same table for 2019 and 2020?

MR. ELSON:  I am asking for a table not just with the amount of incentives, but the total amount paid.  Is that already provided as part of JT2.17?

MS. MOORE:  The total amount for each of the measures is provided in JT2.17.

MR. ELSON:  Like in millions of dollars?

MS. MOORE:  Exactly.  So it provides the total incentive row for the total incentive paid, a row for the participation in that measure, and then a row for the average measure incentives.

MR. ELSON:  Yes.  And the only other piece we were asking for is to also include overhead.

MR. FERNANDES:  Mr. Elson, I think in this particular item, we need to step back and set the right context because the way it's been portrayed by a number of parties is that we're giving rebates to furnaces and that is simply not true.

The company does not offer any rebates just for a furnace.  It offers rebates if, and only if, other measures are also completed.  And it is an important point.

One of the items we were asked to look at prior to filing the application in the DSM letter was looking at the feedback provided by other parties in the framework consultation.  And there was a submission by Environmental Defence and GEC, and they called it principle 6, recognize all potential lost opportunities.  And in that section on their submission, they said that you need to update things because it doesn't address important aspects of minimizing lost opportunities.

And I will quote specifically:
"We recommended this principle be amended to recognize that energy efficiency opportunities can be lost if not pursued in the process of new construction, renovations, and/or at the time of purchasing new gas consuming equipment.  Any energy efficiency measures are only cost-effective during construction or renovation or when new equipment is being purchased."


It goes on later to say:
"Minimize lost opportunities by both targeting time sensitive opportunities like new construction renovations and equipment turn over, and encouraging maximization of cost-effective savings potential whenever efficiency investment decisions are being made."


The company has designed this program to intervene when a customer is going to change their gas appliance.  They're in the mode of actually making an investment decision.  And what we're doing is intervening to do more, and that's the basis of the program.

It's not incenting gas appliances.  They're going to get changed anyways.  We're trying to attract those customers into the program so that we can influence them to do other things, such as insulation and building envelope improvements, which I think you have been noting is something you want the company to focus on.

So, you know, I want to take away the context that it's been taken like this is a technical engineering-type thing where you are offering this rebate for this measure.  It's not.  I think Ms. Moore could elaborate a little bit more, but this is purely a marketing technique to get people into the program so we can have them do more.  It is a whole home program.

Do you have anything to add, Ms. Moore?

MS. MOORE:  I would say the point Mr. Fernandes is making is very key in consideration of the furnace rebate.

The customers' interest in the furnace in these cases is really the key and their referral into the offering, with the customers ultimately installing a package of measures that are cost-effective in aggregate that they wouldn't have otherwise explored.

And that does lead to greater overall cost-effective benefits through enhanced participation and execution of those building envelope improvements, just by way of example.

In our most recent program year of 2021, you know, 98 percent plus of participants for completing at least one --at least one insulation upgrade with the remainder completing, you know, windows, or air ceiling, or those kind of things.  This is a significant shift in the results of our offering, which reflects the adjustments to both the requirements around the furnace in terms of completing at least two additional measures when the furnace is an upgrade, but also in the adjustments to our incentive structure over the course of 2020 which have continued to further that uptake and propensity of those really comprehensive building envelope upgrades.

So the furnace really is, you know, a loss leader marketing tool to attract customers into the offer and to continue to keep contractors engaged to provide those referrals to ultimately seek to optimize our energy savings results within our budget envelope.

MR. ELSON:  Yes.  And I should, in the interests of time, leave the debate about the appropriateness of incentivizing only gas equipment and not electric equipment in this context, and how best to deal with lost opportunities and whether by lost opportunities in previous submissions we were suggesting to provide furnace rebates because we weren't.  I am just trying to have clarity about how much is being spent on gas equipment.

And so we have the exhibit JT2.17.  It provides the incentives paid for just the residential programming and we're looking for an undertaking across Enbridge's offerings that -- which would include commercial as well, in terms of incentives paid to customers for gas equipment as well as the overhead that would be related to that on a measure by measure basis.

If you could provide it for 2021, that's fine, rather than forecast.  Could you undertake to provide that so that we can have more insight into how much customers are being incented to spend specifically on new gas equipment?

MR. FERNANDES:  You are asking for us to allocate overhead to measures that are in a -- you know, part of
a -- you know, the projects or have multiple measures in them, not just the gas appliances.

MR. ELSON:  I presume you would do that proportionally, but I am fine with an undertaking on a best-efforts basis.  If you say you can't do it, that's fine.  If we can just get an undertaking and move on, then that would be appreciated.

MR. JOHNSON:  I will say right off the bat, I don't think we can do that for overhead.  So using the residential program as the example, if you were to take one measure out, it would not really change our overhead in terms of when we process the project.

Again, all projects have multiple measures, you know, the time to verify a customer, write the cheque, all of that is what takes the time.  Adding the math for the calculation for one -- you know, whether it is three measures, or two measures, or four measures, that doesn't really change anything.  So I think doing it proportional to the spend would not be reasonable.

MR. ELSON:  That's fine.  Just the incentive amounts across your programs by measure, please.

MR. JOHNSON:  I am trying to think, Mr. Grochmal, if you see any concerns in terms of the breakdown of C&I.  So we --


MR. ELSON:  Best efforts is fine, Mr. Johnson.

MR. JOHNSON:  Okay.  And for which years did you say?

MR. ELSON:  2021 and 2019, just to have a pre and post -- or mid and pre pandemic.

MR. JOHNSON:  And you want it by just the total dollars spent on what you are saying are gas-fired equipment and non-gas-fired -- everything else?

MR. ELSON:  We're only looking for the gas-fired equipment.  You don't need to put anything else in there.  So just by measure and the spending on incentives to customers to purchase gas equipment.

MR. JOHNSON:  Okay, yes.

MR. ELSON:  So to JT2.17 would be fine.

MR. JOHNSON:  It gets a little trickier for C&I.

MR. ELSON:  Okay, that's fine.  Whatever best efforts you are able to make would be sufficient.

MR. JOHNSON:  Okay.

MR. FERNANDES:  So it is clearly best efforts.

MR. MURRAY:  That would be undertaking J2.2.
UNDERTAKING NO. J2.2:  TO PROVIDE INCENTIVE AMOUNTS ACROSS PROGRAMS BY MEASURE

MR. ELSON:  Thank you.  Okay.  I am getting closer here.  I would like to ask a couple of questions about fuel switching.  And I think it is clear that Enbridge is proposing to include hybrid heating systems in its offerings in 2023 and that this could be described as fuel switching, because gas heating is offset with a high-efficiency electric heating.  Is that fair to say?

MR. GROCHMAL:  That would be one area.

MR. ELSON:  And I have up on the screen here the 2021 demand-side management guidelines, and there is a specific reference here, and it says:

"The natural gas utilities may pursue DSM activities that support fuel switching away from natural gas where these activities align with the above three DSM objectives and contribute to a net reduction in greenhouse gases."

I take it this direction has not been reversed?  In other words, fuel switching is still eligible for inclusion in DSM plans put forward by Enbridge.  Right?

MR. FERNANDES:  We did respond to a similar question from SEC.

MR. GROCHMAL:  Yes, it was SEC.

MR. FERNANDES:  It was issue 5, SEC 13.  And then, Ms. Adams, if you could pull that up, and I think, Mr. Grochmal, you were going to potentially speak to it.  We were thinking of the same thing.

MR. GROCHMAL:  No, it's fine.  You read my mind.  Yeah, it was issue 5, SEC 13.  I think what -- if Ms. Adams could pull it up, I think what we stated our position was that if it does not involve completely switching the participant off -- I think that is how we put it -- off natural gas completely, and it follows the objectives of DSM, then fuel-switching measures are eligible, and we cite several examples here where that is -- where it is available.

MR. ELSON:  So you are saying that you are not allowed to switch people off natural gas altogether?  And let me just provide a more specific example, because that was a poorly worded question.  I apologize.

You could incentivize an all-electric heat pump that converts heating into an electric resource as long as someone still has a gas stove, for example.

MR. FERNANDES:  So Mr. Elson, I think there is a policy item that you are speaking to.  So I am going to step back and say more broadly, the company has clearly said that we do incentivize fuel switching, so we've provided that in SEC 13.  Our evidence talks about hybrid heating.  But there's been a lot of emphasis around the actual policy environment.

So in terms of electrification is what you are speaking about.  If we provide a large incentive, which we're proposing to do for a customer to put in a hybrid heating system, and then they subsequently leave our system, that's the customer's choice.

You know, the real issue that we have is a lot of the interested parties have been saying that we should be doing things like go outside of the realm of our gas customers, and we believe the policy framework that we're operating under is explicit.  The direction that we have, it is gas customers.

So if that policy changes, we will respond to it, but it's not -- you know, again, we're talking about roles here.  The company is the program administrator.  We're supposed to administrate under the policy -- policies and frameworks that we have, and we don't have that today.

Now, you know, additionally we've got other direction, such as looking at a number of items to formulate our plan.  One of them was the APS, and if -- if we go to the APS, there's a section in it, section E.1.2, that talks about fuel-switching potential.  And I will quote from it:

"Figure E-10 contrasts the estimated economic electrification potential across the potential reference forecast period with the total forecast consumption over the same period.  As shown, there is almost zero economic fuel-switching potential, as the lines are completely overlapping, and there's a graph to that effect."

And then it says:

"No fuel-switching measures in the residential sector were cost-effective.  So no results will be displayed for that sector."

So, you know, we have talked about the APS, and even though the APS -- we've noted a number of difficulties with it, the company is proposing something that electrifies things, even though the APS didn't suggest that that was reasonable within the residential sector.

So given what you see in SEC 13, where the company has been and will continue to do electrification where it benefits a customer and the programs that we're proposing in the low-carbon transition, the company has gone about as far as it thinks it can, given the policy framework that we have.

So I can understand, you know, some of the party -- I clearly understand their positions, but talking about something from another jurisdiction who does this or that, that's not the policy environment that we operate within Ontario.

So, you know, it's tough for the folks who have put a lot of work into the plan to be, you know, criticized for things that are part of the policy framework that we're required to operate under.

We're doing about as much as we possibly think we can within the bounds that we think we have.  So if that policy changes, then we would react to it at that point in time.

MR. ELSON:  Thank you, Mr. Fernandes.  You have opened two cans of worms that I now will need to close again, so I could get diverted from where I was originally asking you questions and will come back to there.

But I will make one comment.  My questions shouldn't be taken as criticism, and Environmental Defence is asking these from a forward-looking perspective, and we will be asking the Board to provide Enbridge the direction that you need to generate greater savings going forward.

So, you know, very much so.  I know that you and your team have worked very hard and have struggled to find out what you feel the direction is, and we very much are forward-looking, so I will make that comment for the record.

Quick comments on the Achievable Potential Study, and Mr. Grochmal, you may be the person to answer this question, but the Achievable Potential Study looked at the old-style heat pumps.  It did not look at cold-climate heat pumps.  And it was looking at cost-effectiveness prior to the announcement of carbon pricing going up to $170 per tonne, so it is excluding the two key factors that Dr. McDiarmid talks about, in terms of the increasing efficiency, as well as the increased benefits from carbon costs.

So that is not reflected back in that report.  Is that fair to say, Mr. Grochmal?  Or would you need to undertake to look into that to confirm?

MR. GROCHMAL:  Well, I think we established earlier about -- I think we're taking your word for it on the timing of the carbon pricing announcement, or did Mr. Fernandes confirm?  Maybe I will just start with that one.  Anyway, how about this, Mr. Elson.  I am not deeply familiar with the measure level characterization that was done in the APS, and so your comment about what exactly was seen about the performance of heat pumps in the APS for the purpose of that analysis, I am not fully aware.

MR. FERNANDES:  Mr. Grochmal, I do believe cold-climate heat pumps were looked at as a pure electrification measure, and they were deemed to be not cost-effective in the residential sector.

Again, we're proposing something that is slightly different.  I don't believe a hybrid version was actually looked at for the APS, but I may be mistaken on that.  Maybe we can confirm with Mr. Shipley or Mr. Neme.  I think they might be more amenable to -- or might have a little bit more of that detail, given they were both expert advisors for the study.  But, you know, all of those things being said, we're proposing a low-carbon transition program that I think Mr. Grochmal said has about half of the incentives going to electrification.  So I think we're being responsive in this regard.

MR. ELSON:  And again, Mr. Fernandes, I am not trying to be critical here.  I can pull up the reference in the APS or ask for it by way of undertaking to confirm that it wasn't cold-climate heat pumps.

And maybe that is something that we should confirm by way of undertaking, as well as the carbon cost issue.  I know, Mr. Fernandes, you said you will take my word for it, but that is probably not good enough for the purposes of evidence on this record.

Could you folks undertake to confirm that the Achievable Potential Study was prepared before the announcement of the 178 dollar per tonne carbon price, and confirm whether I am correct in saying that the analysis of heat pumps was not based on cold climate heat pumps?

MR. FERNANDES:  We can.

MR. ELSON:  Thank you.

MR. MURRAY:  That will be undertaking J2.3.
UNDERTAKING NO. J2.3:  TO CONFIRM THAT THE ACHIEVABLE POTENTIAL STUDY WAS PREPARED BEFORE THE ANNOUNCEMENT OF THE 178 DOLLAR PER TONNE CARBON PRICE, AND TO CONFIRM WHETHER THE ANALYSIS OF HEAT PUMPS WAS NOT BASED ON COLD CLIMATE HEAT PUMPS

MR. ELSON:  Thank you.  Ms. Adams, could you please turn to our compendium, page 35?  I am going to go back on track.

We were talking about fuel switching and, Mr. Fernandes, you were getting into policy issues and those are fair issues.  My questions again are much more simple, which is to say:  Are these eligible under the restrictions that are put on Enbridge?

I understand that you are subject to search and undertakings given to Lieutenant Governor-in-Council about the kind of activities that you can undertake, as well as certain directives.

Can you just confirm that those undertakings and directives do not prohibit fuel switching as a DSM measure?

MR. FERNANDES:  I don't think they ever get into that level of detail.

The way I would -- my understanding of this, and I am not an expert in it, is that the undertakings to find the types of businesses that we can be in, the Board has a statutory objective to promote conservation, and they give us a policy framework and ask us to provide DSM programs as a service to our customers.

So I think it falls under the undertakings in that regard.

But, you know, the undertakings are generally limiting the company from, you know, using its status as a regulated monopoly for other activities.  I don't believe DSM program would fall under that.

MR. ELSON:  And just to ensure that there is no debate on this, would you undertake to file those undertakings as well as any directives relating to fuel switching or eligible DSM activities?

That is just to make sure there isn't any debate about whether Enbridge is prohibited from undertaking fuel switching.

I know that is your position, but it may not be the position of other parties.  And I just want to make sure that the specific constituting documents are on the record so that we can make those arguments as necessary.

MR. O'LEARY:  Mr. Elson, I do believe those documents are public, so I am not sure that you need an undertaking for this.

Everyone, I believe, has seen -- they're issued by the Government of Ontario and...


MR. ELSON:  Mr. O'Leary, the undertakings to the Lieutenant Governor-in-Council are not public.  I could probably dig for them and find them in another proceeding, but that is not evidence on the record here.  I am just asking for a complete record.

So if you could provide that, it would be appreciated.  They're not secret, I don't think.

MR. O'LEARY:  We can provide that.

MR. MURRAY:  That will be undertaking J2.4.
UNDERTAKING NO. J2.4:  TO CONFIRM WHETHER UNDERTAKINGS AND DIRECTIVES GIVEN TO THE LIEUTENANT GOVERNOR-IN-COUNCIL DO NOT PROHIBIT FUEL SWITCHING AS A DSM MEASURE; TO FILE UNDERTAKINGS AND ANY DIRECTIVES GIVEN TO THE LIEUTENANT GOVERNOR-IN-COUNCIL RELATING TO FUEL SWITCHING OR ELIGIBLE DSM ACTIVITIES


MR. ELSON:  Thank you.  If we could turn down to page 40 of the compendium, Ms. Adams.  And on page -- this is a decision from back in 2007, Enbridge rates.

If you could turn to the next page, there is a highlighted portion where the Board agreed to fuel-switching program expenditures, as long as they're meeting the total resource cost test.

I brought this up just to ask you to confirm that fuel-switching measures have always been eligible for DSM funding as far as you know, and they're not something that is new or requiring an expansion of your eligible DSM activities.  Is that fair to say?

MR. FERNANDES:  I think we've been clear that we've done them in the past with -- you know, we had that in SEC 13 that we referenced and we're proposing to do them in the future.

MR. ELSON:  All right.

MR. FERNANDES:  Again, if there is nothing that we have seen from the policy that specifically excludes us, it's not to say that the Ontario Energy Board or provincial government couldn't put that in place.  But that's not how we operate today.

MR. ELSON:  Excellent.  Thank you, Mr. Fernandes, and thank you, panel.  I have no further questions.

MR. JANIGAN:  Thank you very much, Mr. Elson.  I wonder if we can now turn to the Small Business Utility Alliance for their questions of this panel.

MS. SEERS:  Thank you very much, good morning Commissioners, and good morning, panel.  My name is Myram Seers, I'm counsel for the Small Business Utility Alliance.

I have actually 30 minutes of questions in my estimate, but I actually hope to take much less time than that.  So hopefully that will end up being the case and we can resume some of the time that we had in the schedule.

So I circulated a compendium just now.  I would ask that it be given an exhibit number, please.

MR. MURRAY:  That will be Exhibit K2.1.
EXHIBIT NO. K2.1:  SBUA COMPENDIUM FOR PANEL 2

Cross-Examination by Ms. Seers:


MS. SEERS:  Thank you very much.  I will just share the screen.  I would like to start with the responses,  Enbridge's responses to the Green Energy Economics' expert evidence.  So in the compendium that will be page 1.

So starting with recommendation number one from Green Energy Economics, which was to offer a wider range of measures and provide as streamlined a way as possible for small business customers to access them.

And Enbridge confirmed in its answer that the recommendation is in line with Enbridge Gas's objective to provide DSM participation opportunities for all customers, including ensuring small commercial customers are appropriately served.

So the question is, given that answer, will Enbridge be amending the plan to include a wider set of measures that ensure that ensure that small commercial customers are appropriately served?

MR. FERNANDES:  Ms. Seers, you are asking us to amend our plan?  I think rather what I would say is that we have proposed the plan for the Ontario Energy Board to approve and we may, as a program administrator as we have done in the past, add or remove measures in order to meet the objectives.

I think Mr. Grochmal is going to probably want to jump in and say something to the effect of the plan that we proposed is balanced, and it is more or less constrained by the budget.  Mr. Grochmal?

MR. GROCHMAL:  Yes, I guess just to build off Mr. Fernandes' comment, we don't -- we're not proposing to amend the plan right now, Ms. Seers.

What I would say is a couple of things.  I would say broadly first and then I can get specific is, you know, the plan we put forward is an attempt to balance all of the priorities of the OEB's further direction and that is programs that are driving savings and maximizing economic efficiency.

There's programs that are trying to ensure all segments are reached and that is to ensure we're equitable to all of our customer groups and there's even multiple support programs they're about -- they're forward looking to ensure that we sustain DSM.

What I would say specifically on this recommendation is that we actually are offering a much wider -- I guess it depends what your comparison point is.  From our point, we're offering a much wider array of measures in that streamlined fashion compared to what we do currently.

We recognize that's necessary in order to reach more customers and drive greater savings.  So we're going from approximately -- I think it's three to nine measures is what we have already proposed for the start of this new plan.  And as Mr. Fernandes mentioned, I mean it is -- it's customary to add measures over the course.  You might even end up moving measures based on how the market responds.

So I think that is -- that might address the specific issue of a wide of array of measures.

And then the issues of as streamlined as possible, I would argue that is exactly what we're trying to do with our direct install offer.

And maybe if I am misunderstanding you, please correct me, but, I mean, we view streamlined access as providing turnkey services, minimizing the time and effort of your constituents to add to ask them, because we're going to put service providers to provide those measures on-site and in a way that makes the incentives easy to access.

Maybe I will just pause there, and tell me if that is helpful or not.

MS. SEERS:  No.  That is very helpful.  And I guess the question is really as you are making these decisions -- because as I read the response to Green Energy Economics, there is not the -- Enbridge is on the same page, that it is a good thing to offer a wider range, a wider array, rather, of measures that would target that customer segment specifically.

So did I understand that as a matter of principle; is that correct?  That is how I read the answer.

MR. GROCHMAL:  Yeah, I would agree with that.  It is a better principle.  I believe we're aligned.

Now, I can appreciate there's things that Green Energy Economics has called out that they would like to see that we have not yet included, and I think a really good example of that is something like adaptive thermostats.  That is for sure a measure that, you know, could reach a lot of customers potentially in a cost-effective way.

And we have -- that is an example of a measure where, you know, we're researching it, and if we can -- and our intent would be to create a measure that is prescriptive in nature, but there is a process you have to go through.  It is not available right now for commercial buildings.  It doesn't exist in our technical resource manual for those sort of end uses, so it means you need to do the research, we need to produce the substantiation document, then we need to bring it forward to the evaluation contractor in order to get that added, and that is just -- and those would be the sort of activities we could undertake over the course of managing our direct -- or our direct install program to continue expanding access to small businesses and other small-volume customers.

MS. SEERS:  And as you are making decisions with respect to that measure in particular and other measures as you are looking to expand the offering, will you consider specifically whether that particular measure will have an impact on utilization or take it by small businesses as a discrete group?

MR. GROCHMAL:  Yeah.  I think that is fair, Ms. Seers.  I mean, I know we have kind of used small-volume as maybe our fundamental measuring stick, but we want to make sure within small-volume that we're reaching small buildings, which may be a part of portfolios, so in some sense they're easier to access, and then we want to make sure we're also reaching independent business, which I think is more getting at the heart of what you are talking about.

So it is certainly our intent, and we're always trying to find and bring in measures that have as broad a reach as possible, like, that's our natural interest to do that, because, you know, we're out there to maximize savings.

So again, I think, you know, we're doing what we can in terms of, you know, small businesses, you know, they have a limited set of measures.  I think Green Energy Economics has called it out when we're talking about controls and heating equipment and shell measures, and the goal would be to get as many of those accessible as possible through the programs, but keeping in mind, just coming back to where I started, that, you know, we're working with a limited budget here and we're trying to be judicious with our resources, trying to balance all of the different directions from the OEB.

MS. SEERS:  Absolutely.  And can you provide any additional information about time frames?  So you mentioned adaptive thermostats are actually being looked at.  I don't know what the status is with other potential -- other measures that could potentially be implemented for small businesses, but do you have any visibility into time frame for implementation of those types of measures?

MR. GROCHMAL:  It's a good question.  I will admit it is a bit of a complicated answer, because I will admit research is not always a straightforward process.

I can't give you an exact date.  I would love to be able to tell you, Ms. Seers, that, you know, by 2024 we're going to have, you know, boiler tune-ups and adaptive thermostats.

It really is a function of our ability to be able to create, you know, in this case ideally prescriptive -- we can prescriptivize it -- I am making up a word here, but that is not a trivial exercise to go through, you know, because you want to make sure that you can produce reliable averages, and -- because if you can't then what can you really tell a customer about what they can save.  You know what I mean?  So you have got to go through that process.

So that process can take anywhere from -- it can take the better part of a year to go through.

But I guess what I could commit to doing is that, you know, we are transparent about the research projects we undertake, and we talk about it in our annual report, and, you know, you can certainly monitor our progress from that standpoint, as well as any informal communication outside of this proceeding.

MS. SEERS:  Thank you.  So then moving on then to the next recommendation, which is to follow Massachusetts's lead by offering a turnkey pathway for small-business customers to seamlessly participate in a direct install program followed up by a custom measure package, so Enbridge Gas does offer a turnkey pathway, and that is set out in Exhibit E, tab 1, schedule 4 -- my apologies.  I skipped ahead.

But is it fair to say that the Enbridge turnkey pathway solution is far less comprehensive than the Massachusetts one?

MR. GROCHMAL:  Yeah.  We've looked at the Massachusetts model.  Subject to check, I would venture to say that there's perhaps more measures at the moment, the turnkey model from Massachusetts versus what we proposed for the start of this plan.  I would want to verify that, though.

I mean, nonetheless I think it still comes back to just in some way just sort of limited resources for sort of just wholeheartedly adopting this model.  I will say what was helpful was where Green Energy Economics did make an attempt in an undertaking to quantify, you know, the savings and the costs, and I think what it really drove home for us was just how much -- how much it actually costs to sort of provide a Mass Save type -- a Massachusetts model.  I think it was, you know, compared to what is in our plan, it was a proposal to double our savings by, I think it was almost 300 percent increase in budget.

So again, it just comes back to my point that, you know, Massachusetts, it's, from my recollection, kind of subject to check, you know, it's free assessments, free low-cost, no-cost measures, coordinating installation with high incentives.  Like, that's -- those are all beneficial for sure for your constituents, Ms. Seers, but it comes at a very steep cost, and again, that is part of the -- you know, if I was to say why ours is not as comprehensive, that would be one of the reasons, is again, we're trying to balance costs between all the various offers to serve a diverse market.

MS. SEERS:  So costs is one of the reasons.  Are there any other barriers that are preventing Enbridge from implementing a similar type of solution?

MR. GROCHMAL:  Well, I think I touched on the other one, which is it just, it needs a bit of time to ramp up, because in some cases you actually need to do -- you need to do -- you need to do the technical work, the groundwork in some cases, for some of these measures, you may need to create -- do the research to create the prescriptive documents that you need and then file them with the OEB or, you know, if you don't completely go that route, then you need to take, you know, what are traditionally like custom calculators and you have got to simplify them to the point that then you can put them in the hands of business partners that are reaching your clients and train and equip them.

So I think these things are possible.  It just needs time and it needs -- it needs additional money.

MS. SEERS:  Time and money.  The constant challenges.

All right.  So just going through then to the third recommendation.  You will see what I am doing here.  I am looking for additional detail around the responses to Green Energy Economics.

So the third recommendation, which I didn't highlight, but -- so:

"Prescriptive programs offer all typically cost-effective measures as prescriptive measures, with incentives that cover most of the incremental measure costs, including residential type equipment."

And the answer is that:

"Not all cost-effective measures lend themselves well to being offered as a prescriptive measure, as some measures are a lot more customized and require more site-specific inputs to properly estimate gas savings than others.  Furthermore, Enbridge Gas maintains different incentive level coverage of incremental costs within the prescriptive and direct-install offers based on the different type of customers whom these programs target."

So the question is, are there more cost-effective measures in your view that could be included in the prescriptive programs today?

MR. GROCHMAL:  Are there more cost-effective measures that -- sorry, that we're not currently offering?


MS. SEERS:  That are not currently offered that could be included.


MR. GROCHMAL:  Yeah, I guess it depends how you look at it.  I mean, we -- I would say there is potentially more cost-effective measures that we could offer, but I just want to call out sort of some of the -- again some of the constraints we're under.


So, you know, first and foremost, when you are talking about prescriptive programs, you're looking at what is on the menu, so to speak, in your technical resource manual and that is different for every jurisdiction.


And just because it's in the manual and it's, you know, potentially cost-effective doesn't mean you will actually offer it -- you know what I mean.  Part of the reason is where baselines are going and where the market matures, right.  So over the course of the -- the previous framework, we have entered and exited prescriptive measures something like a dishwasher, you know, came to be over time that most of our Energy Star on the shelf, so we exited that measure in order to help reduce free-ridership.


So I guess what we're doing is we're trying to work with what we've got on the menu and using our technical resource manual.  So that is kind of what you are starting with and in order to expand the technical resource manual to introduce more measures, again you have to do the research.  And we have been.


So you know, case in point, like one of the directions we've gone with prescriptive is down the midstream path.  This is a leading practice, if you look at jurisdictional views.


Let's say, we've got a pretty good start on that.  And we have introduced a number of new measures just in the past year to build out sort of our future service offering in that space.


MR. FERNANDES:  I think, just to add, Mr. Grochmal, I think Ms. Seers, the primary determinant of the types of things that you are talking about is our budget constraint.


If you are going to compare it to Massachusetts, you know, I've said it before; you have to be careful on simple comparisons.  But they have a much larger budget proportionally.  It is something on the order of about three times as much.


So, you know, in order for us to meet the distribution of our customers saddled within the budget constraint that we have, it's not really possible to do everything.  It's not that there isn't more is what Mr. Grochmal's basically saying.


So it is not that we're adverse to it.  It is just we have to balance a number of items.


MS. SEERS:  Understood, understood.  And along the same lines -- I think it is a fairly obvious point, but just to get it on the record, do you agree that offering higher incentives, presumably which would have the budget impact that it has, would increase the participation of small commercial customers?


MR. GROCHMAL:  I think we discussed this at the technical conference.  I think what I recollect and I will say it here again, Ms. Seers.  I think incentives are part of the equation, but what I have understood from our own market research, and I think it is even called out in Green Energy Economics Group's report is that it is more than the money.  That's why turnkey solutions and, you know, midstream solutions are important.


So I do agree that in order to maximize your ability to drive uptake with small business customers, higher incentive coverage is important.  I would say it is necessary, but not sufficient.  You also need to be able to make access easy for those customers and even make sure the alliance is there.


MS. SEERS:  I take it that the barrier to increasing that is also budgetary?


MR. GROCHMAL:  Certainly that's part of it.


MS. SEERS:  What's the -- are there any other barriers to Enbridge increasing those?  I guess what we're talking about now is assistance, I take it, to small businesses and programs to hold their hand, so to speak, to ensure that they are both aware of and able to participate in programs.


MR. GROCHMAL:  Yeah.  Sorry.  So I will come back to it.  Partly it is money, but partly again it is time to ramp-up a program of that nature because you need, you need to -- in order to provide that kind of service, you need to recruit trade allies and, you know, and equip them to be able to bring a turnkey service.


So with every new measure you bring into the portfolio, you need to have service providers that are equipped to do that.  And at some point, and it is possibly where we're going here, with multiple measures you may even need a third party who will come in and coordinate all of that.  And that again adds another layer of cost and complication, and administration.  Certainly it provides a better customer experience, but those are the trade-offs in program design.


MR. FERNANDES:  Ms. Seers, if I can add where you're going, another important element in what Mr. Grochmal is saying is there's a lot of implementation and planning that needs to go into these sorts of things and that requires stability.


So it speaks to the OEB in its DSM letter asked us to file for a three- to six-year term.  So having the stability and the clear runway with the budget is something that we need to build the market capacity, you know, the vendors that we work with want to see that, our customers want to see that.


So it's not -- it's not solely budget.  We have seen in the past provincial or federal programs come in and out of the market because they're funding tends to be driven by the political cycle, if I could say it that way, and that is not -- that's not conducive to building a market.


We explicitly put something down that had the formulaic increases that allows us to, you know, foresee the future and plan better, to put more thought behind how those dollars are placed in the market for the benefit of ratepayers.


MS. SEERS:  Thank you.  And would Enbridge support, if it were given the required budget and other support and direction from the Board, small business-specific direction if you will, if Enbridge were given specific direction that would both incent it and direct it to specifically focus on small businesses in developing programming.  Would that be something that Enbridge would support?


MR. FERNANDES:  We have put forward a governance structure, and that structure has both large and small customer metrics.


If the Board -- you know, we were explicitly expecting coming through a DSM plan application that parties would weigh in on the distribution of the budget and the level of it.  So I think we would be absolutely supportive of that.


One of the other things we want to note is that it is important for the Ontario Energy Board to have that governance structure and provide the guidance.  In the past, they've encouraged, you know, maximizing energy savings while maintaining an appropriate level of oversight, and I am quoting from a previous decision.  And they said that they have they see no benefit in micro-managing the utility in the DSM offerings and would expect a significant increase in costs and delay in program delivery if it attempted to do so.


Mr. Neme also mentioned that this was important in his testimony at the technical conference, I believe, when he was being asked and he said that regulators have to be very careful to set broad policy objectives and goals and provide flexibility so that program administrators can be nimble in responses to the market, and not be micro-managed.


So I think that is an important consideration.  It is setting the kind of broad policy objective that you are talking about and then, you know, put in place the right governance around it and then let us actually execute on it, because it is the execution that actually drives the policy goals being met and not -- you know, I don't want to belittle the process here, but it is not the regulatory process that gets results.  It is the actual programming in the market.


MS. SEERS:  Okay.  Moving to number 4, then.  So 4(a), and this actually is a discrete question.  So I don't need to read it all out.


But the question gets at why in the direct install program are small business customers not allowed to participate more than once.


And the answer didn't -- at least as we read it, doesn't really answer the question, so I would like to pose it again.


Is it the case, first, that small business customers are not allowed to participate more than once in the direct install?  And if it is the case, why?


MR. GROCHMAL:  I think -- anyways, coming back to what the recommendation is, yeah, I acknowledge our eligibility criteria that we proposed in the plan was that it would be really solely meant for those that haven't participated before.  I mean, we're open to reconsidering that, Ms. Seers.  I mean, it just, again, it comes back to, we're trying to be -- the thinking was to be as equitable across the customer group as possible, because it is an expensive program to run.  So we're trying to get to as many people that haven't participated in DSM before.

But I could foresee situations, especially as we add measures over the course of the term, where customers, you know, could use the help more than once.

MS. SEERS:  So can they participate in the direct-install if they had previously participated in a prescriptive program offering, for example?

MR. GROCHMAL:  I think the idea in the plan was that, no, the answer is no.  If they've been in prescriptive, then that's the track they're on.

But now -- so that is how we looked at it when we formulated it, Ms. Seers.

MS. SEERS:  And why is that?

MR. GROCHMAL:  Well, again, it was just -- it was just, we wanted -- it was about the idea of being we're going after non-participants, so if they previously participated in DSM, then, you know, they're a previous participant who benefited from DSM.

So, you know, direct-install was designed to go after those that are hard to reach, and non-participants is a decent proxy for hard-to-reach.

MS. SEERS:  So the part that you are willing to reconsider is if they participate in direct-install once, they could potentially participate again?  You are going to consider that.  But prescriptive to direct-install is 
not -- they're not eligible.  Is that right?

MR. GROCHMAL:  I think the broader point is just if -- is it okay to open up direct-install to previous participants.  I think that to me is the issue. If I understand what you're getting at -- and I think we're open to reconsidering.  It just understanding the trade-offs, that you may then have past participants who are going to benefit from the direct-install program.  Some of them maybe don't necessarily need all that support and some might, and that is just -- that is the consequence of sort of those eligibility decisions.

MS. SEERS:  Okay.  I am going to the second part.  So this is related to the first question, but a little bit more specific.  So the recommendation is to include additional direct-install measures, and specifically with the examples of adaptive thermostats, which we already talked about, boiler tune-ups and water-heating measures, so the answer is that Enbridge Gas is open to introducing additional measures to the direct-install offering, including those three, provided that they prove to be cost-effective.

So the question is, will -- we may have already touched on this, but I just want to be clear for the record.  So does this mean that the measures that are identified there will be included if they prove to be cost-effective?  Just to be crystal-clear.

MR. GROCHMAL:  Yeah, to be crystal-clear it is not about these specific measures.  And I will give you an example.

I don't know why water heating was brought up.  Water heating is offered through our midstream program, and including residential sizes, as we noted in our undertaking, for micro-businesses.  And we feel that is the -- number one, just in basic, it is not a good idea to offer the same measure in two different programs that target the same customer.  You don't want that duplication.

So, you know, we've already made the program decision that water-heating best fits in the midstream model.  It's problems jurisdiction best practice, and part of the reason is just, it is midstreams of -- I would say as a broad general statement better suited for equipment replacement, because you are trying to capture customers in that time-sensitive moment.

So just coming back to, are we going to add water-heating to direct install?  I don't suspect we will, based on the success we're having offering it through midstream, and your constituents can see the benefit of it through the midstream offer.

So I think the point I am trying to make is we're going to -- we're going to look at what's available in our TRM and we're going to do research on what we can add to the TRM or maybe simplify complex custom measures, we're going to use our discretion on what makes sense to add as sort of the next measure, but fully recognizing that, you know, we have every incentive to sort of reach as many customers as we can with these measures, so we're going to want to go after measures that have broad reach, and the other consideration is cost, again.  I mean, something like a boiler tune-up, Ms. Seers, could we do it?  We could certainly do the research, and we might even have it in our TRM.  I'm not sure.  I would have to go back and check.  

But the idea is, that's a, you know, there's cost, and that's a short measure life, and so it's not going to generate a lot of savings.  So then when you are working with a budget envelope and you're trying to figure out what is the best bang for your buck, does it really make sense to add boiler tune-ups, you know, instead of something like adaptive thermostats?  


So these are just some of the trade-offs we make in programs when you're working with finite resources.

MS. SEERS:  Understood.  And just a bit of clarification.  I think the recommendation that -- the description is water-heating measures, but I think what they're really getting at is lower -- low-flow devices, so for example the faucet, aerators, pre-rinse spray valves and those types of measures.

MR. GROCHMAL:  Fair enough.  Okay.  Thank you for clarifying.

MS. SEERS:  Are there other cost-effective measures under this rubric that would be included in addition to those ones that you can talk about sitting here today?

MR. GROCHMAL:  Sorry, could you say that once more?

MS. SEERS:  If there are cost -- whether there are any other cost-effective measures that could be included that you are looking at in addition to the ones that we've already talked about?

MR. GROCHMAL:  Oh, there's others.  Sorry, you are kind of making me jog my memory here a little bit about what -- all of the things we're doing in research.

I mean, you think -- we're going after measures that have broad applicability.  So I go back to the basics, and these are even some of the things that your consultants called out in presentation day.  You know, you're talking about controls, and so I think we have covered that off.  We're talking about thermostats would be a good measure to aspire to bring to small-business customers.

On the equipment front, we have talked about water-heating.  I mean, I think space-heating has got some potential.  That's another one where I think, what does everyone have.  Everyone's -- you know, I guess what can you offer?

So, you know, I think the -- something like -- something like hybrid RTUs is something I mentioned yesterday is I think another opportunity that we think has good potential.  So it would be a way of bringing a higher- efficient option, as well as blending in electrification.  I know that has been another recommendation from Green Energy Economics.  So that is just one example where I could see it potentially going.

If we're again successful with -- it is a potentially quite complex measure, right, so the question is can you simplify it to the point that it is easily accessible that you can reliably market the benefits to consumers?  And -- but -- and of course budget, you know, being another constraint through all of this.

MS. SEERS:  I will move on to coordination with the IESO.  So I don't need to read out the entire responses, but for the record these are the responses to recommend to Green Energy Economics recommendation 6 and to Optimal recommendation 23.

And in both of the answers to those Enbridge says that it is coordinating and will continue to coordinate with the IESO in terms of, for example, performing energy assessments for commercial buildings and other -- and other aspects in connection with small businesses.

So I was wondering if you could provide additional specifics on how Enbridge plans to coordinate with the IESO, and particularly as regards to reaching small-business customers, which, as has been discussed quite a lot in the context of this hearing, are perhaps face unique considerations and unique challenges in terms of their sophistication and their ability to understand programming and participate in them.

MR. FERNANDES:  So Ms. Seers, we did provide a collaboration summary submission, and that was done -- we went through that in examination in-chief for panel number 1, but I think Mr. Grochmal will be able to speak specifically to that sub-segment.

MR. GROCHMAL:  Yeah.  I guess -- sorry, Ms. Seers.  Go ahead.

MS. SEERS:  Sorry, I just wanted to say I included -- this is a document that was circulated yesterday that you just referred to, Mr. Fernandes?

MR. FERNANDES:  Correct.

MS. SEERS:  So I have included it here.  And I have actually highlighted the part that talks about small business.  So if that helps you, Mr. Grochmal, in your answer.

MR. GROCHMAL:  Yeah.  Thank you, Ms. Seers, and thanks, Mr. Fernandes, for setting it up, because I was going to make reference to that as well.

I mean, I guess -- and so you are looking for specifics, and I will, you know, I guess what I can say is -- is this.  I mean, we're -- forgive me.  We will coordinate with the IESO on delivery, you know, where it makes sense.  And you can see a lot of examples here, kind of just going through program by program where we take a pretty comprehensive approach.

So in terms of programs to target your constituents, we are collaborating on midstream, we are collaborating on direct install.

So we've got a pretty solid base in working with the IESO to expand our efforts.

Now, it's been limited because as noted here -- I mean, IESO similar to Enbridge is running very traditionally targeted program around certain measures right.  They’ve done it in relating -- in refrigeration for small businesses, we have been after, you know, warehouses with air doors and kitchen ventilation.

But we made it clear in the plan we're expanding the measures.  We regularly communicate with the IESO.  My understanding is they have similar aspirations to expand the measure base, which is good.  It sets up very well the opportunity to expand our collaboration with the IESO.

But I have to remind you that we can't force them obviously.  They're a separate entity with their own sort of goals and their own framework.

But I would say, you know, if history is any indication here, I think we have a mutual desire to collaborate on this.  We both recognize it would go -- it would certainly help, in terms of potentially offsetting the costs, you know, we brought up the costs so we recognize that is potentially one of the benefits if you can get a collaborative program to scale.

And that is probably the best I can provide for you at the moment, Ms. Seers.

MR. JANIGAN:  Ms. Seers, I don't want to hold you to your promise to curtail your amount of cross, but we do have to have a morning break soon.  Are you likely to be finished your cross-examination fairly soon?

MS. SEERS:  Yes, Mr. Janigan.  I actually have just one more question on this very exhibit, or this very page and then I will conclude.

MR. JANIGAN:  Okay, thank you very much.

MS. SEERS:  Thank you.  So I take it the reason that it says "not applicable" in the EGI category under small business program is that the IESO CDM program initiative is for lighting and refrigeration only?

MR. GROCHMAL:  No.  This is not applicable because they're not -- like, they're not measures that accrue really in gas savings.  So that would be the answer.

MS. SEERS:  Yes.  So my question is: Do they have, to your knowledge, a small business specific program that targets lighting and refrigeration?  And if so, is there an opportunity, or would you explore any opportunities to work with them in terms of that program specifically to add to it gas saving related measures?

MR. GROCHMAL:  Yeah.  I think that pretty much sums up what we're trying to do, based on my last response.  But I think it is the opportunity, right.  I think that is where again adding measures, adding scale, then it really makes the opportunity for joint delivery make a whole lot more sense.

MS. SEERS:  Yes.

MR. GROCHMAL:  I think that is the opportunity we foresee based on the plans that we have set out.  That is speaking for Enbridge Gas.  I can't -- again, I can't speak specifically for the IESO and what their plans are to expand.  But what we have in front of you is to the best of our knowledge.

MS. SEERS:  Thank you very much, panel.  Those are my questions.  Thank you, commissioners.

MR. JANIGAN:  Thank you very much, Ms. Seers.  We will now take a break to 11:40.
--- Recess taken at 11:24 a.m.
--- On resuming at 11:42 a.m.

MR. JANIGAN:  Okay.  We're back.  Next up is the Building Owners and Managers Association.  I believe Mr. Jarvis?
Cross-Examination by Mr. Jarvis:

MR. JARVIS:  That is correct, Commissioner, and good morning, Commissioners, and good morning, panellists.  I wanted to begin by acknowledging the lateness of the compendium that we sent out for this, with apologies to the panel in their preparations.  We were planning for this particular examination on Wednesday and worked hard to get it out to everybody as early as possible, hoping some of the panellists are early risers this morning and were able to get a sense of the direction that we planned to take with the questioning.

I also just want to reassure everybody that BOMA always intends to be a reasonable and responsible participant in these proceedings, and this one will be no exception.

Also wanted to -- as per the conversation a moment ago with Mr. Murray, BOMA has consciously limited the amount of time we've requested in this proceeding, understanding very well just how many issues have to be dealt with and put into place.  Our intention for today and for all the other three panels that we will be questioning, we'll be focusing on just three issues that we think have -- kind of have a material effect on the success of the upcoming DSM plan.

The first is predictably the whole building pay-for-performance program, which we believe can offer substantially more than is reflected in the current plan.

The second area we really want to talk about is the measurement of savings, in particular measurement of savings at the meter, which can provide both greater assurance that the results being sought and the goals of the provincial environmental plan are actually making progress, as opposed to just doing calculations.

And the third, if we have time, is to get a bit deeper into the low-carbon transition program, which -- where we think a lot more can be done in the big commercial sector to really make a significant impact and a big dent on greenhouse gas emissions and energy savings, so that will be the thrust again of our conversations throughout this week.

With that in mind -- and thank you, Ms. Adams.  I see you have the version of the compendium.  Can we begin with the whole building pay-for-performance program?  And I think, Mr. Grochmal, you will be the primary receipt of the questions we have to ask, and we can obviously go deeper into this one on Friday in panel 8, where we reverse our roles and you get to ask me the difficult questions, so we will work that through and hopefully lead to greater understanding and greater potential.

Ms. Adams, could we turn to page 14, please, to begin with.

MR. MURRAY:  Mr. Jarvis, perhaps before we do that we will mark the compendium as an exhibit.

MR. JARVIS:  Yes.  Apologize.  I knew I missed something.  Thank you.

MR. MURRAY:  The BOMA compendium will be Exhibit K2.2. 
EXHIBIT NO. K2.2:  BOMA COMPENDIUM FOR PANEL 2.

MR. JARVIS:  Thank you.  So page 14, we should be looking at the 2024 scorecard.  Perfect.  So can we just run down to the whole building pay-for-performance program.  So Mr. Grochmal, reading not actually in the lines, not just between the lines, as we understand the scale of the pilot project that was contemplated, it looks like 25 school buildings in the school sector with contemplated savings of 10,000 cubic metres of gas, of annual -- of net annual gas consumption.

Does that sound about right?

MR. GROCHMAL:  Thanks, Mr. Jarvis.  Well, 25 participants, yeah, that is clear.  Sorry, can you just restate what your estimated per -- it sounded like --


MR. JARVIS:  Looking at the net annual gas savings at a 100 percent target.

MR. GROCHMAL:  Yes.

MR. JARVIS:  I am seeing that as 250,000, so that sounds like 10,000 cubic metres per school.

MR. GROCHMAL:  Yes.  That sounds about right, yes.

MR. JARVIS:  And --


MR. GROCHMAL:  Just to clarify, if I would.  Sorry, and the reason I am just pausing is because this is a bit more of a complicated program, as you know, so --


MR. JARVIS:  Yeah.

MR. GROCHMAL:  -- I am just thinking through the waterfall nature of the savings, and sorry, I am just -- I am kind of just speaking out loud just to clarify my thinking.

MR. JARVIS:  No, that's okay.  I wish I got it to you sooner.

MR. GROCHMAL:  No, that's all right.  Because what we're -- we are ultimately forecasting that participants are going to achieve, I think, what is ultimately 20 -- it is a number greater than 10,000.  I think, subject to check, it is around like 25, but it's spread out over three years because, as you know, this is a multi-year program, and year one is where you are enrolled and you're identifying opportunities, and then the following three years you're capturing savings.

MR. JARVIS:  Yes.  We looked at 2024, and then the numbers the following year were subject to midterm adjustments.  So they picked up the TAM piece in there.

But with that kind of scale, because we were trying to understand the magnitudes of the numbers, but with that in play, just want to reference from the work that Enbridge has been involved with around the sustainable schools program that looking at schools greater than 50 percent in terms of savings potential, which as we discussed on presentation day developed through a kind of rational model within sustainable schools, is over 1,100 schools with over 50 percent savings, and those average about 55,000 cubic metres of gas savings potential per school.

So the purpose being that, as the work would evolve, there are a lot more -- there are a very large number of schools with very large gas savings potential, which are much bigger numbers than seem to be  contemplated here.

But if we can move, Ms. Adams, to page 6, and looking at the 2024 budget that is associated with that work.  And once again there, we were trying to reconcile, so we had 1,222,739.  Ms. Adams, could I ask you, we sent out a subsequent version of this that is highlighted that we thought might be easier for people to follow.  We can work from this, but are you able to find that and pull it up?  We sent it out about half an hour after the original.  If that is not readily to hand, I'd say we can work from here.

MS. ADAMS:  I will take a look.

MR. GROCHMAL:  In the meantime, Mr. Jarvis, I can try and move this along --


MR. JARVIS:  Yeah.

MR. GROCHMAL:  -- if you can just point me to the numbers you have in mind there.

MR. JARVIS:  So from there we looked at the 637,500 dollars planned here for incentives.  And our concern when we get to the next slide will be the TRC plus test that makes both the pilot and by potential implication the overall program less cost-effective than we expect it to be.

But the $637,500 in incentives, we tried to relate that to what we thought was 250,000 cubic metres, a year of gas, and it wound up looking like something like $13 a cubic metre for incentives, so we weren't sure about the math around the incentives, whether it picked up the idea, as you say, that it is multiple year, it seemed to carry similar incentives each year for the five years.

MR. GROCHMAL:  Yeah, I can explain that, and admittedly, I can understand where you are coming from with this.

The incentive budget for the energy performance program, there is sort of two components behind that 637,500 you have noted there in this budget.  It is roughly half and half.  I mean, half of it is -- I think it's 3 -- I've got the numbers here.  I think it is about 312,000 is the actual paid incentives to participants, so that is the per cubic metre plus the bonus, and the assumption is that --


MR. JARVIS:  Yeah.

MR. GROCHMAL:  -- we're going to work with the highest performing -- you know, the highest potential schools, and we're going to drive them to their bonus.  Roughly the other half of it is -- sorry, before I even finish that point, and what we're actually capturing there, Mr. Jarvis, isn't just the first year.  Like, it is their full savings over -- their full -- we're basically budgeting upfront.  Like, if we enrol a participant in that year in 2024 we're budgeting in the incentives the full amount that we expect they will save over the course of their participation.  It is just an accounting treatment just to make sure we're actually accounting for all the -- all of the potential incentive costs that will occur.

And then the other half of it has to do with the Charrettes and the metering upgrades that we anticipate will go with these participants.

MR. JARVIS:  That is helpful.  Could we -- thanks for finding the highlighted version, Ms. Adams.  You are amazing how quickly you turn these things around.  Can we turn to page 3, please, because the intention here is to try and demonstrate.

So if we look at the TRC plus test here, or the net benefits here across the pilot now, you haven't attempted to calculate the benefits, which is -- which is understandable for a pilot.  But having this show up in the big picture of things as being potentially a negative net benefit is not the impression we were looking to create.

And also within here, were there any participant costs, Mr. Grochmal, included in the TRC plus analysis?

MR. GROCHMAL:  Yeah.  And, Mr. Jarvis, we weren't intending to create the impression either that there is no --


MR. JARVIS:  I know that, yeah.

MR. GROCHMAL:  I am just thinking there was an interrogatory that we answered that provides more context.  Just bear with me for one second here.  I think I've got it, where we show -- we recast the TRC plus ratio for 2023 participants in consideration of the fact that they participate over multiple years and you need to take into account the multiple years of benefits.

Bonnie, if you could go to issue 10, Environmental Defence 21, please.  I think that is where we got it.  Scroll down, please, Bonnie, Ms. Adams.  Thank you, yes, there it is.

Okay.  Third paragraph -- oh, no there it is.  Mr. Jarvis, I don't know if you saw this, but this is where we attempted to explain a better capture of TRC analysis of this program where we've accounted for, as you asked, participant costs and then all of the benefits that accrue for those 2023 participants over their four-year engagement.

MR. JARVIS:  That is very helpful.  That's very helpful, thank you.

Can we move along to page 35 in the compendium, please, Ms. Adams?

So we're looking now to think about if this whole effort was scaled up to what could that look like -- and again, subject to the conversations we will have on Friday in panel 8 that will be exploring this.  I am sure there will be a lot of questions about the assumptions that were made in the model we provided.

But looking at this math -- again, flagging it to when we also provided the Excel workbook attached to that so you could put your own more realistic numbers into the various areas, and I hope we will have that conversation on Friday.

But in terms of the scale of this, the intent, looking at around 500 high potential schools, this model captured 23.9 million cubic metres a year.  That is what this attempted, and this was looking at getting to 20 percent of the total schools potential over the five-year period.

So the scaled up version, if you like, of the pilots is 100 times as big, in terms of gas savings potential.

And I am just interested in the numbers you have and understanding I am kind of springing this on you a bit, but does that sound reasonable, subject to check?

MR. GROCHMAL:  Sorry, just to clarify.  Does what sound reasonable?  Your projections?

MR. JARVIS:  No.  Within the model that we provided there as undertakings coming out of the technical conference, that we're looking at a scaled up version of this being in the order of 24 million cubic metres of gas per year, and that would relate to about 500 schools.

MR. GROCHMAL:  Yeah, 500 schools.  If you're asking whether this seems reasonable, I guess I think it is reasonable in terms of the economic potential that's out there.  You know, is it reasonable in terms of realistic program potential?  I think that may be worth a bit of a discussion.

The only reason I say that is, you know, I think when you do the math here, there's -- you're projecting some pretty large savings on a per participant basis, if you are only saving 500 schools and 24 million cubic metres of savings.

MR. JARVIS:  Yes.

MR. GROCHMAL:  I guess my question -- sorry, I guess it isn't my turn to ask questions.   But one of the questions that I would have, and it is something to think about is, you know, like is 500 schools a realistic adoption?  Like that would not imply that most if not all school boards would participate?  I guess that would be my question back.  You know, it is one thing to categorize the economic potential and -- sorry, maybe that is not fair.  Perhaps it is more than this, but it seems like the most economic potential --


MR. JARVIS:  Yes.

MR. GROCHMAL:  -- if you will, Mr. Jarvis.  In our own stakeholdering, it suggests that even within schools, you know, it's not necessarily a program option everyone is going to jump at just because it is resource intensive, it is a multi-year commitment, it's organizational alignment, all a result of the things I know you talked about in the past.

So I guess our position remains that -- and I don't know if you feel the same way is that you kind of have to walk before you run when you start a new program.  I think you even used the words you have to nurture it in its early days because there is so much focus on learning when you bring a new program to market.

But do we want the scale?  Absolutely, we want to scale this program.

Whether it could scale to what you are projecting here, I have some questions.

MR. JARVIS:  So let's explore that if we could with the panel on Friday.  It may not be due process, but for reference, that number would be half of the schools with greater than 50 percent gas savings potential, which again average around 55,000.  So some of those numbers and I am happy to share some of the background analysis between now and Friday, if that would be useful.  But I'm just looking to establish what could the scale of this be if it could be scaled up more quickly, and you have I'm sure gathered already the argument would be pay-for-performance offers a very large source of untapped savings with a good TRC plus test that might scale it up more quickly perhaps than just a pilot.

Could we turn to page 36, please?  And again I just flag this.  Again, this was part of the presentation day material in there.  So we have gone through similar analyses to what's there for schools as to what is the readily achievable at the top quartile metric, in other words if everybody just got to be as good as the top quartile of schools out there.

That's the 119 million cubic metres of annual gas savings potential.

These are the equivalent numbers for the -- for the four other sectors that we have reviewed.  It doesn't include municipalities, it doesn't include retail, but the idea that we're looking at a billion cubic metres of gas savings potential.  Again, we can discuss this further at the next time.

But the schools potential within that model, if we include commercial and hospitals -- which is the suggestion we have of that's what is readily achievable within this time five-year time frame, it multiplies by about four the opportunity within there and these start to become very big numbers.  They start looking like 100 million dollars -- 100 million cubic metres of gas savings potential per year, and looking back -- I don't think we need to go there -- the commercial large customers now are looking at 15.4 for the custom program and looking at 15.4 million.

So I think the messaging -- I would love to get your reactions to this, subject to the practicality of how quickly this can be ramped up -- that the potential for pay-for-performance could be a couple of orders of magnitude relative to the current targets of the commercial custom program, which is one of the most cost-effective programs that are in place.  So we're looking at a page or increase in potential targets with a very high -- with a very good TRC plus test attached to it.  

So just putting it out there that hypothesis and any thoughts you had would be helpful, but I think my question of you is if the Board were to direct that we want to move to a full large=scale program within this five=year plan -- you mentioned a couple, but what do you think the practical challenges would be to really focus on this and scale it up?

MR. FERNANDES:  So, Mr. Jarvis, we did have a mid point assessment where we know we planned to file an application.  So I think there is a definite opportunity if we see other sub-segments within the market where we could put some of the budget envelope towards these areas.

In terms of the challenges of ramping it up, I think I would leave that to Mr. Grochmal, though.

MR. GROCHMAL:  Yeah, thanks, Mr. Fernandes, yes, I was going to mention the midpoint, you know, purposely being a place where we can, you know, take the results of a little -- you know, between one and two years of experience in market, understand the reaction, and then decide -- that would be an opportunity to reallocate budget and scale up, potentially.  It just ends up as a procedural item, I guess.

Now, my general feeling on this slide, if you are looking for my reaction, is that there is -- I guess if you -- if you believe the models, there's a lot of potential here, and I am not making a value judgment here, I am just saying this is based on a market potential analysis.

A lot of this is, if I think I understand your thesis here, Mr. Jarvis, a lot of it is based on operational, maintenance, and controls type opportunities.

MR. JARVIS:  That is correct.

MR. GROCHMAL:  Right?  And so -- and, you know, in our experience, having run operational programs -- not that they're exactly equivalent, but they're related, you 
know -- is that it is not as easy to capture those savings as it may appear, you know, simply from undertaking, you know, the opportunity and identification piece, and I think for reasons that, you know, you talked about, which is, this is -- you need to engage, it is a sustained, it is a resource-intensive engagement with customers, because you are actually trying to influence, you know, not just capital retrofits, you're trying to influence operational practices, maintenance practices.

And I guess the challenge would be is just again, I think -- I think before we'd want to propose just scaling this up in other sectors, it is figuring out how to run this type of program cost-effectively, because that has been the fundamental challenge over the past framework.

So, you know, we've proposed changes based on what we've learned from running operational programs, we've proposed, you know. changes based on the learning from running pilots, and I think you want to sort of try and figure that formula first.  You know, how do you run a cost-effective energy performance program that's got everything in it, and I think if we can -- if we can -- we get a little bit of time under our belt and figure that out, then I think that sets up really well to scale elsewhere.

MR. JARVIS:  Thank you, Mr. Grochmal.  Can we move along to the second subject, the measurement of savings, particularly with median savings, and I think these questions will mostly go to Mr. Johnson.

Can we turn, please, to page 45 of the compendium.  And the essence of the questioning here was how much of -- we talk a lot in this proceeding about measured savings, and just want to really clarify what measured savings mean, which means somebody has looked at the calculations and validated that the calculations were done correctly, and the argument that BOMA has long since held is that unless we measure those savings at the meter in the real world of natural gas consumption, there's little assurance that those savings actually materialize.

So the question here was looking to examine how 
were -- when we refer to measured savings, how are they validated by the evaluation contractor and the evaluation advisory committee, and the biggest part is custom project savings with engineering estimates and some sub-metering, and Run it Right, Run Smart, which are the programs you're referring to a moment, which are the early versions of pay-for-performance that had their own challenges, where we were actually measuring pre and post.

And if we could scroll down, please, Ms. Adams.  The references here we think are important, so the direct verification of just 10 percent of the total portfolio of cumulative gas savings.

So if we can fully rely upon the math that goes into those savings, maybe that is just spot-checking, that is good enough.  We're not sure that is the case.  That amounts to about 4 percent of the whole portfolio.

Moving down with the highlighting.  Anticipate 11 percent would claim using measurements at the sub-meter and so on.

So for the rest of our submissions we've been using about 15 percent of the claimed gas savings are actually measured at the meter as that progresses through right now.

We note the comment and we will be returning to this theme with two of the other expert witnesses, who also had the, if you like, the traditional position that calculations are more reliable because we don't know what would have happened in the buildings without the measure being installed.

So the reality that there may not always be a suitable means or the best ways, we have noted that.

Could we scroll down a bit further, please.  And the idea of baselines being used that are more efficient.  So if we're replacing, for example, a boiler -- notwithstanding the conversation this morning -- if we're replacing a boiler, we wouldn't measure it against the efficiency of an existing boiler, we would measure it against what would be the normal practice for replacement, and the incremental efficiency, and sometimes they're too small a percentage.

So picking up on these questions, the measurement of savings before and after, if we put in, for example, a more efficient boiler, and as has happened, if the pumping capacity of that heating system isn't big enough, isn't sufficient, and therefore the original boiler was much less efficient and the new boiler is much less efficient, how could that be found without having measured at the meter, the fact that this was a very high-consuming building, and playing -- kind of working our way through that, that the actual specific operational conditions within individual buildings has a profound effect on the baseline and the post-improvement measure, and how can we improve the assumptions within the technical reference manual?  And in the whole evaluation process, if we're not measuring more extensively at the meter.

Could I take us to page 25, please, just briefly --


MR. JOHNSON:  Sorry, Mr. Jarvis, was there a question in there?

MR. JARVIS:  No, just an observation at the moment of where we stand.  But, thank you, Daniel, I will ask a question in just a moment.

This was again in the presentation day.  This is the actual energy usage and benchmarks and the reality that different baselines of different buildings are very different and that you can only determine that through the actual metered energy usage within the spaces.

Could I turn to page 27.  Again, this is coming out of the presentation day that the technical resource manual modelling traditionally -- I think this was picked up by a number of expert witnesses -- underestimate the magnitude of operational savings.

And if I could turn, please, to page 30.  And this one we commented on.  This is Humber River Hospital, where the same outcome for a new building that did experience savings by design input and influence and support didn't actually achieve the results that were -- that it was capable of until a significant effort had gone into operational improvements, and that those operational improvements were guided by the measurement of savings at the meter that weren't delivering the results.

And can we turn to page 32, and then I promise, Mr. Johnson, I will ask a question.

This, again, we reviewed briefly at the presentation, but the essence of this is across the 4,400 schools within Ontario right now we've got about one-third of them that over the course of a year achieve savings, some of which were attributable to Enbridge programs, many of which were not.  Many others achieved increases.  The net effect, it is about one-third increases, one-third savings, and about one-third didn't change very much.

And this notion that real buildings, the baselines are moving around all the time.  So my question, Mr. Johnson, is, without greater use of metered data, how are our models, our assumptions, our technical resource manual, how do they deal with these kind of variances?  How do we keep improving the process, and how do we have confidence that the savings that we're reporting are actually being achieved, knowing here that in fact overall in this particular year gas consumption in schools went up?

MR. JOHNSON:  It is interesting, Mr. Jarvis.  I would actually almost take what you are showing here as an argument for why in certain cases engineering calculations are actually in some cases -- again, I think there is a place for both engineering calculations and metered savings, but in some cases, again I think there is a place for both engineering calculations and metered savings.  But in some cases, engineering calculations can be a better form of measured savings.

As you have noted, you could have had changes that drive the consumption up by -- you said a third, I don't know what the magnitude is -- that are independent of anything to do with the program.  So if you simply use metered consumption to show before and after consumption, you might say that there is zero change in the consumption and say no energy savings took place when absent the energy savings, the consumption may have gone up significantly.

I think that is one of the reasons why many of the experts, as you noted both, both in response to undertakings as well as -- I think, as you said, it was discussed at the technical conference by a couple of the experts on there are a number of limitations.

I think all acknowledge that metered savings, and I think we would acknowledge as well that metered savings has a place, you know, and it is dependent on how accurate the size of the project, the type of the project.  There is a number of variables that determine whether or not metered savings is the right approach, or whether or not calculated savings is the right approach.

I think you also asked how do we make sure we do a better job when using things like engineering calculations, and I think the key is to make sure the calculation focuses on the measure.

So for example, if you have a large industrial facility that consumes many millions of cubic metres, trying to measure the savings for a very small project looking at improving one particular, say, boiler, you would have an extraordinarily difficult time doing that with measured savings or by doing an analysis or engineering calculation on the whole building.

The idea would be you would very much focused in on that particular piece of equipment, perhaps even, you know, then back to measurement.  Perhaps measure a few of the variables; what's the energy consumption of that particular piece of equipment, or what's the temperature of that piece of equipment, and then do the corresponding engineering calculations.

MR. JARVIS:  Yes.  If I may, for this particular conversation, Mr. Johnson, we will stay with commercial buildings.  I understand very much and we're staying by looking at high savings potential buildings.  So the numbers should be a relatively large proportion.

I think we will acknowledge that the weather variation from year to year and location to location, those can readily be calculated.  There is an international measurement and verification protocol.

But notwithstanding that engineering calculations absolutely belong in modelling, absolutely belong, would you agree that a greater emphasis upon validating those savings by actual metered results might allow us to better calibrate the technical resource manual and better calibrate our approach.  And given the reality that at least in one sector, overall gas use is going up, not down.  So the measured savings, in quotes, overall in the Enbridge territory are actually going in the wrong direction.

Should we not be focussing more on actual measured savings at the meter to at least validate what we're finding by calculation?

MR. JOHNSON:  So I think Mr. Shepherd brought that up yesterday -- or sorry, last week perhaps as well, the notion that because consumption is going up that indicates, you know, there's some kind of issue with calculated savings.

Where I take issue with that is look at the population growth within Ontario over the same period of time.  Actually, I would say a number of things.  So we have population growth.  We've got economic growth, so there is more customers, customers in buildings and --


MR. JARVIS:  If you'll forgive me for interrupting, Mr. Johnson, but this is looking at the same set of schools.  Nothing to do with population growth.  The number of students has not gone up and the effect of that on energy.

This is again back to Mr. Grochmal's comment, this is operational changes within buildings which are not being reflected in how we're measuring and verifying our programs right now.  And the net effect is in some cases energy is going up and we're not seeing the gas savings that we claiming --


MR. O'LEARY:  I'm sorry to interrupt, Mr. Chair, but I was going to ask if you would allow Mr. Johnson to complete his answer before Mr. Jarvis started into his next speech.

MR. JANIGAN:  Yes.  Mr. Jarvis, it is helpful if we -- if the questions aren't prefaced with quite a bit of information, I think your presentation has been very useful in understanding the point that you are coming from.

You don't need to quite repeat it as much as you are before you ask a question, and certainly allow Mr. Johnson to answer.

MR. JARVIS:  Okay.  Thank you, Mr. Janigan.

MR. JOHNSON:  Thank you.  So, yes, the third example I was going to give actually touches on I think what you were saying and again points back to what you had on this slide, which is absent any intervention, you could have consumption go up.

So I am not quite sure how, if a building -- whether the equipment was not operating because it had deteriorated, or -- I know you were saying you can account for weather, but you've got many variables beyond weather even in facilities that you are describing.

So if you take commercial buildings and you look at the impacts of something like COVID where the actual use of heating may not have changed, you know, even if people are in that building, but condos for example, the use of hot water in showers may have changed or the use of hot water in terms of people being at home may have changed.

So you've got all of these other variables beyond just heating that you need to account for when you are trying to compare before and after consumption.

Again, I think your graph here actually shows very clearly that you have a whole bunch of cases that went up absent any intervention.  So how does billing analysis account for that without -- you know, those are cases where you may have to look at different types of analysis like engineering calculations to say we can't account for all of the variables here, so we need to look at the best way to calculate, the most accurate way to calculate the savings in this application.

MR. JARVIS:  Okay, thank you, Mr. Johnson.  Let's move to the third piece and just a few questions about the low carbon transition program, which I think we will go back to your questioning, Mr. Grochmal.  Could we go to page 39?

So this was a very helpful response to interrogatories around low carbon, a lot of the low carbon transition discussion.

So far today has been around the residential sector and looking at gas-fired heat pumps.  And this interrogatory aimed to explore the electrification of the low carbon option sort of being adopted within the commercial sector.  We looked at the most efficient hospitals like Humber River where the -- it is very much a heat recovery chiller based, with again very much a hybrid system as you have been saying, the backup is all in heat.  

But looking at technologies within the commercial sector where the big reduction potential is there, including geothermal, including major heat recovery systems that reduce peak loads.

Our question to you, Mr. Grochmal, is whether any programming might be contemplated to further support and encourage this kind of transition within the commercial sector where it is also needed.  We also related this to the idea of the furnace rebate where we liked your answer a lot, which is when somebody is going to replace their furnace, that's the intervention time to go in and say we need to do more.

So this applies perhaps even more greatly within the commercial sector.  And might Enbridge within this plan contemplate doing more to promote low carbon technologies within the commercial sector?

MR. GROCHMAL: Yeah, thanks for the question, Mr. Jarvis.  Might Enbridge do more to promote these other technologies in the commercial sector I think is your question?

MR. JARVIS:  Yes.

MR. GROCHMAL:  Sorry, could you just scroll down.  I want to remind myself what is in the response here, Ms. Adams.  Is there more than just this paragraph?  Yeah, okay, I think that is good enough.

I think the quick answer is, we do intend to support absolutely low carbon technologies, again where they make sense and I think that is -- sounds like it will be a bit of a topic of debate in this proceeding.

Where the low carbon program specifically has been focussed sort of at the outset here is, you know, it's -- I don't know if mass market is the right term, but we're looking for almost like mass market type applications.

So we have started with commercial gas heat pumps in talking about the commercial space here, because we're looking for -- I like to use the term "plug and play" solutions for traditional gas-fired equipment.

Is that the only option?  Technically, no, no.  I mean there is other things, right.  But you brought up examples here where, you know, you can put in systems like variable refrigerant flow.  But those are, you know, my understanding -- you correct me, if I'm wrong -- in many cases, those are more invasive solutions and sometimes the best time to do that is during those interventions like you mentioned, like when a building is going through a major redesign or renovation or they're suitable for new construction.

So not to say we don't support them.  In fact, I think what we have noted in this evidence is that we do support these as  custom applications through our commercial custom program.  It's a very flexible program.  It even has a new construction path where we can support, you know, those sorts of applications.

So, you know, where it makes sense to do so, where we can have influence, that is for sure.

MR. JARVIS:  Okay.  Thank you, Mr. Grochmal.  Those are my questions.

MR. JANIGAN:  Thank you very much, Mr. Jarvis.

I would like to start Green Energy Coalition's questions for this panel.  Mr. Poch, are you available?

MR. POCH:  I am, sir.  Ready to go.

MR. JANIGAN:  Thank you.
Cross-Examination by Mr. Poch:

MR. POCH:  Panel, I'm going to start -- actually, a lot of my questions I think are going to be about -- ultimately about budget.  I think a number of Mr. Grochmal's comments today, Mr. Weaver's comments, Mr. Neme's comments, it all boils down to, can you get more, and in many, many cases it's been -- the answer has been, well, we're -- budget constrained.  So I wanted to look at your actual budget and how you are responding to government policy in that regard, how you are responding to the OEB's directions in that regard.

So let's start -- first of all, I filed a compendium, and perhaps we could get an exhibit number for that.

MR. MURRAY:  The Green Energy Coalition compendium will be Exhibit K2.3. 
EXHIBIT NO. K2.3:  GREEN ENERGY COALITION COMPENDIUM FOR PANEL 2.

MR. POCH:  Thank you.  I haven't included this, but in the Board's DSM letter, the Board asked that your proposal be informed by the government's policies and commitments and the environment plan as they continue to evolve, including as expressed in the November 27th letter from the joint ministers' letter, I think you referred to it as, and regarding the Ontario government's current policy objectives related to DSM.

And if we could turn up tab 3 of the compendium, we've included an excerpt from the mandate letter, which is the more recent December 2021 mandate letter.

There will you see that the Minister said:

"I would like to express my strong interest in a framework that delivers increased natural gas conservation savings and reduces greenhouse gas emissions."

So my question is, would you agree that the mandate letter reflects in the Board's phrasing the government's current policy objectives?

MR. FERNANDES:  I would agree.  I mean, they did state that government policy is evolving.  I do want to point out that you need to carefully read the entirety of the policy, though.  It's not just the one item that you have highlighted, because it clearly says it expresses a strong interest.  There is other items still on the page where they say strong interest as well, in terms of regulatory efficiency, and then there is the first one in the paragraph you've got highlighted, which is an expectation to see a multi-year DSM program.

So it's not one item.  Again, it is multi-faceted, which I think we've said throughout we're trying to balance a number of items within our plan.

MR. POCH:  Correct.  Thank you.  And in numerous interrogatory responses you mentioned the Ministry's earlier clarification that the environmental plans referenced to 18 percent or 3.2 megatonnes of GHG, greenhouse gas reduction, from the gas conservation world, doesn't mean it all has to come from incremental utility programs.

My question is, is it reasonable to assume that at least some of it would be expected to come from incremental utility programs?  Or efforts.  Not necessarily programs.

MR. FERNANDES:  Well, I mean, you look at the environmental plan, and it is clearly mentioned that is where the origin of a gradual increase in gas conservation programming delivered by the utilities is mentioned.

That environmental plan, I believe, was issued in 2008.  It is coming up to four years of age.  I believe it also includes a commitment to revise that approximately on a four-year basis.

So, you know, we should be expecting to have an updated policy document, which kind of points to the fact that, regardless of what gets decided here in this proceeding, we need to have flexibility for the program administrator to be able to respond to those policies as they evolve.

MR. POCH:  That's great.  Can we turn to tab 5.  And I think there -- this is from the Energy Futures Group report, and they've included a graphic of your forecast -- recent history and forecast gas savings in millions of cubic metres.

And I think it is clear from that that you can see your 2020 results are coming in quite a bit lower than you achieved in 2018 and 2019.

My question is, is that due in part to COVID and supply crisis?  What are the main factors there?

MR. FERNANDES:  Well, there's a couple of factors, and then I will probably ask Mr. Johnson to chime in if there is anything additional, but we've noted a number of times of trying to do simple comparisons that they need to be on a like-for-like basis.

So I would say that this is, you know, misleading.  One of the items is, is when you look at the spending it is looking at actuals, and on a go-forward basis it is looking at budgets.

So there is a number of years that have gone into the 15 percent overspend allowance in the past.  So that, you know, you're not clearly comparing the same thing.

And then the other factor that we've mentioned a number of times is that we've had changing baselines.  So there's been changes in code and industry standard practices where, even if we did the exact same thing as we did in a previous year, we would measure it and have a lower result, even if it was the exact same situation.

So, you know, without making those types of adjustments, I don't think the comparison is necessarily helpful.

MR. POCH:  All right.

MR. JOHNSON:  And I can add a couple additional factors as well for that change.

So there was a new TRM version that was released, TRM number 4, where the results would have been applicable to the target results of 2020 that had a number of measures that resulted in lower savings.

There was also a free-ridership study for prescriptive, the results which would have been first applied in 2020.  So those would have impacted the results for 2020, and in both of those cases would have resulted in lower results in 2020 relative to 2019.

MR. POCH:  All right.  Now, if we're looking at the question of what contribution you're making to the environment plan, there is obviously lots of changes going on, as you have just spoken to, but the question is, in fact, despite all that, how much are you contributing to, you know, incrementally beyond business as usual to the plan?  And that is what I am trying to get at here.

Well, let's move on then.  If we go further down to figure 3 in that tab, there the savings has been expressed as a percentage of eligible sales.  I just want you to confirm that, given all of those factors, that your annual savings as a percent of sales were actually higher in the pre-COVID period than they are throughout your entire proposed plan.

Do you agree with that observation?

MR. FERNANDES:  Again, we have the same basic factors where, you know, if you're measuring the savings, you've got a difference in the budget levels because of the overspend allowance.  We've got changes in how we're being measured.

So when Mr. Johnson talked about an updated TRM, it is not like the province isn't achieving those savings when a TRM update makes it so that Enbridge claims a lower amount. It's still the exact same thing that is happening within the province.

So with respect to the environmental plan -- and I think you had a graphic, which we also had numerous presentations of all the different slices, a lot of those things are moving between categories, is the way I would put it.

So as the utility does the work that we're supposed to do and that advances the market.  That naturally allows for those baselines to change, either through, you know, a standard practice or a TRM change, or codification of those higher efficiency levels.

And that would be expected to persist even though we can't claim as much.

The other thing I would note on this particular one with the percentage of sales, we didn't do the calculation.  So I mean Mr. Neme's, you know -- we know he's competent.  He is an expert.  But the piece about as a percentage of sales going back in the historical level, the piece I would be concerned about as being certain about whether that was weather-normalized.  You know, you can't really compare a warm actual year to a forecast future year like, you know, weather normalization isn't something that would have to be done for throughput and I am not certain whether that was done or not.

I am not sure if there is anything else you would have, Mr. Johnson, on this one?

MR. JOHNSON:  No, I think you covered it.

MR. POCH:  Okay.  We can leave it to Mr. Neme to address whether that was an issue or not.

I think the point you are making is that for example when the furnace, the most recent furnace efficiency regulations came into play in 2019, that meant that conservation is in fact happening.  It is just you don't have to -- you don't have to pursue it in your programs any more.  Correct?

MR. FERNANDES:  Or if we did, we would claim less, and the example being if we incented as part of the whole home program there was an incentive for a furnace to go to 97 percent, previously we would have claimed 97.  The difference between 97 and 90, the old baseline, and now we would claim 97 versus 95.  So you lose 5/7ths illustrative approximation of that portion.

So it has a material impact on what our forecast going forward would look like versus what was actually claimed in the past.  So even if we're doing the exact same things our results look lower, but the province's results are not.

MR. POCH:  Right.  I understand, okay.  Well, we will come back to that.

Am I correct in my assumption that some significant part of that dip there in the chart is because of COVID and the supply crisis-type issues?  And the hope would be that that would be a temporary setback.

MR. JOHNSON:  Could we perhaps confer as a panel on this, because I think there is probably a few different people that need to provide input on that answer.

MR. POCH:  By all means.

MR. JOHNSON:  Thank you.

MR. JANIGAN:  Okay.  We will set up a breakout room.

[Witness panel confers]

MR. JOHNSON:  Thank you, Mr. Poch.  I wanted to confer with my panel members because it is a little difficult question to answer.

COVID had very mixed, I'll say, impacts.  At a high level to your question, I think it did have an impact and did reduce savings, but that certainly wasn't uniform.  We had some areas where -- I think Ms. Moore referred to this very briefly the other day where, you know, folks were staying at home and may have been doing more activities.

To your point, we had supply chain issues with an industrial where that for sure impacted our ability to deliver.

What I will say is, you know, we don't have a breakdown or any knowledge of what the specific impact of that is in net, if you will.

MR. POCH:  All right.  Well, that is certainly understandable.  The --


MR. FERNANDES:  Mr. Poch, sorry for interrupting.

MR. POCH:  Go ahead.

MR. FERNANDES:  It is also throughput based.  So the other side of it is assuming this is a fraction, we're talking about the savings on the numerator and the denominator would be the sales.

So it is tough for this panel to speak to how COVID impacted throughput because again it probably varies substantially by sector.

MR. POCH:  Sure.  Right.  And you are just talking about the fact that this particular graphic I was referencing was as a percent of sales.  I think we can agree that just in terms of planned savings regardless, we see that same dip.  It is just the numbers are a little different.  Fair?

MR. JOHNSON:  I think that is fair.

MR. POCH:  All right.  Now, the environment plan was drafted in 2018.  So the government's assumptions for what they are counting on or were counting on you to contribute to meeting the GHG reduction goals, the greenhouse gas reduction goals, is likely based in part on what you were achieving back in 2016 and 2017.  That would have been the available data.  Is that fair?

MR. FERNANDES:  My understanding of the environmental report -- and we weren't part of the authoring team -- is that it was reliant on the 2016 conservation potential study.

So I am not sure how that took into account what the utilities were doing as separate entities at the time.

MR. POCH:  Sure.  So the environment plan would have, as you say, as we're informed, a lot of it was based on the 2016 APS is the acronym, the Achievable Potential Study.

But the most recent data that the government could have had in hand obviously was data to date.  I think we don't -- I don't need an answer to that.  That is kind of an obvious point.

If you turn to -- I think you have already indicated you agree that the -- you agree with our understanding obtained from the environmental commission that the 3.2 megatonnes was based in large part on the difference between the constrained and unconstrained scenarios in the 2016 Achievable Potential Study.

Is that what you were referring to?

MR. FERNANDES:  I think we quoted from the environment commissioner's report, which again we didn't author.  So the company has some level of uncertainty.

We can quote other sources of information, but we weren't an author on the environmental -- environment commissioner's report or on the environmental report.

So we were trying to seek guidance as well and those are, you know, secondary data points.  I don't know what you would like to call them.

MR. POCH:  Fair enough.  We have sympathy for the struggles you have had getting clear direction from the government.

Let's turn to tab 7.  You provided a couple of tables here; we can stay with that one.  One is based on a 2020 baseline for your savings and one is based on a 2021 baseline.

Later in JT1.4, you indicate that in your view this is the best comparison you can provide between the incremental savings your plan is going to provide, either based on 2020 or 2021 baselines, and what the environmental plan calls for from the -- just from gas conservation.

And leaving aside the base year for a moment, we just crunched the numbers there and you can either do it in the top half of the chart or the bottom half of the chart, the top half being greenhouse gas emissions and the bottom half is just converting that into cubic metres of gas. 

By my math, the 150,000 tonnes of greenhouse gas emissions we have highlighted there is about 6.7 percent of the 2.24 million tonnes that you have estimated the environment plan was aiming to achieve by 2027 from gas conservation.

Have I got that right?

MR. FERNANDES:  I am assuming that you are doing your math correct, Mr. Poch, yes.

MR. POCH:  And that the 150 tonnes is simply the sum of all of the incremental tonnes that you estimate your programs would produce each year from, in this case 2021 through 2027, over and above the level that you were already achieving in the reference here, 2020.  Is that right?  You have added up the annual savings values.

MR. FERNANDES:  There's the number of points that are below, if you -- Ms. Adams, if you can scroll down just a little bit.  There is a number of caveats in how it was done, but, yeah, I think, you know, for the illustrative purposes of a discussion, you're portraying it that way, and, you know, we haven't adjusted for the baseline changes that Ontario will still -- will still get.  So it might move to another category, as we noted earlier.

MR. POCH:  Sure.  Given that -- is there some overstatement in the savings you are saying you are going to -- will be persisting in 2027, let alone in 2030, which is the year of the focus of the environment plan goals, because you haven't accounted in this table for savings from measures installed, for example, in the early 2020s that are either no longer producing savings because they're short-measure lives or are producing lower levels of savings, for example, in the commercial sector, where you've -- you've moved up the turnover of a boiler and in the first couple of years you are displacing a low-efficiency one, but it would have changed subsequently, so later your savings are less.

Is that a fair observation?

MR. FERNANDES:  I don't think that would be a fair observation.  Presumably the authors of the report would have accounted for those things in their reference case.

MR. POCH:  I am referring to the persisting savings you are putting in your chart here for what you are going to be providing.  And you've sort of held them steady, if I have understood the math correctly.

MR. FERNANDES:  Mr. Poch, what you were stating or what I understood it was we've tried to portray the impact of this plan period, and it is on top of everything that's come before it.  So, you know, the assumption has to be, is that the authors of the report would know of things that are going on in the market and in the reference case.

So if the utilities had put in a particular product in 2012 and it only had a product life that got it to 2018, I don't know how to say that we would be responsible for that or account for that.

MR. POCH:  No, I was referring to efforts you made during your -- the current plan, this five-year plan.

MR. FERNANDES:  Yes.

MR. POCH:  Not all of them will be -- will persist until 2030 or 2027 even.

MR. FERNANDES:  The vast majority of the items that we have, we have got an average measure life, Mr. Johnson, correct me if I'm wrong, it is 16 years.  So anything that we're doing on average is going to be persisting well past 2030.

MR. POCH:  Right.  But a certain amount of measures are shorter-life measures.  For example, you were talking earlier today about the pay-for-performance approach, and a lot of that is operational savings.  And there is obviously going to be some decay in time over that, because it is not a hard measure, it is a practice.  Isn't that true?

MR. JOHNSON:  Mr. Poch, Mr. Kent and I discussed this during the technical conference, and I think we did take an undertaking at his request, which I had concerns with, but, you know, in the interest of moving forward we provided.

I see what you are saying in terms of, yes, we do have some measures that have a shorter measure life, and if you take, you know, a long enough period of time, the average is reasonable, and I think that is what we presented.

What you are suggesting where we start at one particular time, we ignore things prior to that that may have persisted longer, but discount things that don't persist for the full period of time, I think it is a little bit misleading to sort of cut one particular point of time and ignore anything before that may persist longer but say, oh, but we only want to count things that are shorter when we're looking at this analysis.  I think using the average is very reasonable.

MR. POCH:  I guess I am just trying to isolate what incremental savings your current plan is going to provide over what you have -- what you have been achieving so we can understand how that compares to the incremental savings that the environment plan calls for --


MR. JOHNSON:  Right.  And I guess what I'm saying -- sorry, I didn't mean to interrupt you.

MR. POCH:  No, go ahead.

MR. JOHNSON:  And what I'm saying is I think if you're trying to compare to the previous plan, the previous 
plan -- you know, any math would have been done based on an average, and if you want to look at the current plan then I think you should use an average.

If you want to say, just what started in this plan, then you need to understand, you know, is there anything that would have fallen off in the previous one that wasn't accounted for in that comparison.  So that's why I'm saying I think an average is actually -- given -- an average would have been used and asked, an average is appropriate going forward.

MR. POCH:  All right.  We will leave that for the moment.

Well, let me follow up.  Just one moment.  I guess I am having a little difficulty understanding the relevance of stuff that was done in the past to this question of what incremental -- new incremental effort you are making in this plan that you are asking this Board to approve and how that is contributing to the environment plan.

So my question wasn't really about what you had before so much as what you are adding now.  And I took it -- I took it that what you have done here is just added up the annual additions beyond the level that you were already achieving.

I understand the level you are already achieving is an average number.  But my question was simply, these additional savings that you are proposing to achieve in this period, some of those will decay, for the various reasons we have spoken.

MR. JOHNSON:  Right.  So what I am saying is -- sorry, go ahead, Mr. Fernandes.

MR. FERNANDES:  Sorry, Mr. Johnson.  Mr. Poch, we answered the question with the caveats as best we could.  You are citing something that is an extremely small portion of the portfolio savings in any event when you talk about the P4P, and just to note that this kind of assumption that we're talking about, if there are a very small number of short-lived measures that are incented by the company during that period, that is typically how things are measured.

So -- and that's how the 2019 APS was done.  So if the short-lived measures is adopted by a customer, it's assumed that they're not going to go backwards in the future.  So I don't know how we can do the analysis any other way.

MR. POCH:  Well, I guess I was just making the simple point that in this analysis you provide you have implicitly assumed that all new savings will last through 2030, because you're labelling them as persisting, and I think you've just acknowledged there is going to be examples of where that is not the case.

The extent of that we can debate.  But that is -- that's -- that's an adjustment that would have to be made if we wanted to be perfectly accurate.  Fair?

MR. FERNANDES:  I think I said that they're largely immaterial, but, yeah.

MR. POCH:  Well, except that, you know, we should recognize that if we're looking at the incremental, and you can see it in your chart here, the 150,000 persisting in 2027 is about, you know, 10 percent of your -- of your persisting -- I am getting myself tripped up here now.  I'm looking at your chart here.

In any event, the incremental amount here is just in turn a small portion compared to the overall savings you have achieved, and so even though we might have a small decay in that incremental, it's -- it adds up to be a lot relative to -- in terms of what you are achieving incrementally.

You know, I have been unclear.  I won't even ask you to answer that.  It is too convoluted.

MR. FERNANDES:  I do understand what you are trying to say, that it is not zero, and I think I have said quite clearly it is not zero.

But the converse is that there is some market support programming that we have that doesn't get measured and is therefore -- it doesn't get measured in m-cubeds and it is not in here.  It clearly has some impact as well.

MR. POCH:  Sure.  Fair enough.  All right.  You have indicated this is the best comparison you can provide between the environmental plan expectations and what you are going to incrementally provide.

So implicit in this is that -- am I reading this right?  You are assuming that the -- you are interpreting the environmental plan's efficiency goals to be expressed as additional savings over and above what you are getting in 2020 or 2021.

MR. FERNANDES:  I'm sorry.  I don't think I understood your question.

MR. POCH:  Well, the environmental plan was done in 2018 and here you have provided your incremental savings in the plan compared to what you were achieving in 2020.

Now, we saw earlier that there's quite a dip in what you achieved in 2020 compared to what you had been achieving in the few years prior.

So if we're trying to understand what was expected of you, picking that base year kind of gives a different answer.  If you compare what your, your -- if you consider incremental the amount you are adding beyond what you are achieving in 2020 it's one thing.  If you consider incremental the amount you are adding beyond 2019 when you were getting more, we get a different number.  Fair?

MR. FERNANDES:  We had, in some of our previous deliberations with the government, asked about the timing of when the environmental plan was intended to start as well.  So we have uncertainty over that.

And I think what you are implying is that if we were lower than expected in the previous periods, there would be some need to make it up, which I, you know, I understand from a greenhouse gas policy point of view.

But the joint letter explicitly said that the OEB should not take the environmental plan as a prescriptive target.

So we have attempted to answer it as best we can.  If you are thinking that we should have used some other assumption, we used the assumptions and stated them clearly.

MR. POCH:  We can't really know what the government assumed was going to come from your programs versus other efforts that are being made.  That is your point.  And that's clear in the letter you have just referred to.

But we do know that the environment plan was put together in 2018.  And so they had some idea of what business as usual was.  And so if we're trying to understand what your incremental addition is compared to that, from that viewpoint, you know, we can pick a different base year to compare it to and that will give us a different understanding anyway.

Let's turn to tab 8 rather than me going on about that.  Let's turn to tab 8, which is the DSM letter and you will see there that the -- I'm not sure if we have it highlighted.  The Board asked you to provide detailed evidence that shows how the programs will benefit Ontario's natural gas customers.  And I think this is probably on the previous page, but anyway, help reduce overall natural gas usage and costs, and contribute towards meeting the government's goals to reduce greenhouse gas emissions.

And so I provided to your counsel yesterday an extended version of the chart we were just looking at a moment ago, the 2 EGI.ED.10 table, and where we -- we just recalculated -- if we show up, Ms. Adams, I think it is an Excel document.

Yes.  We just recreated your table.  Then if you go to the next tab, 2019 at the bottom there, we simply redid it looking at what's incremental in your plan -- if we say incremental from what you were getting in 2019 and so on we have done it for 2018 and 2017 to give some context, which we can discuss -- we can leave to argument.

But have you had a chance to look at that?  I apologize.  It was only provided yesterday to your counsel.  It is all based on numbers on the record.  It is just we've assembled it.

MR. FERNANDES:  I have to say that I have not -- I don't know if the other members on the panel have had an opportunity.  We've been up for a while and it's been -- how would we put it?  Raining compendiums.

[Laughter]

MR. POCH:  Yes.

MR. FERNANDES:  So we haven't had time.

MR. POCH:  That would be Mr. Johnson's bailiwick.  Is that a fair statement, Mr. Johnson, you haven't had a chance to check the numbers?

MR. JOHNSON:  I am in the same boat as Mr. Fernandes.  I haven't had a chance to check the numbers.

MR. POCH:  Understandable.  I wonder if you can take it subject to check and to advise, when you have that opportunity, if you find any difficulty with these numbers.  Please let us know if we have done any of the math right -- wrong.

But basically what these documents show is that if we take the perspective of what you were achieving in earlier years, your incremental savings in this plan are actually 

-- and you can see we have added that bottom line 11, they actually go negative.

And you know, that's a concern for us.  I am wondering if you have any comment.  Is that simply the reality of the constrained budget that you have to operate under, in your view?

MR. FERNANDES:  So there's probably a multitude of factors, which is why I think we're all going to be looking forward to an updated environmental plan.

One, and because we haven't had a chance to look at this, but I don't believe there was any adjustment made for changes in codes and standards and baselines when you are comparing to these previous years.  Is that correct?

MR. POCH:  No, of course not, because I mean the codes and standards, for example, would have been, you know, within the knowledge of the government obviously.  And we're not asking -- we are just asking for what you are contributing to the plan.

I agree, there's changes happening in the rest of the pie slice of course.  Nevertheless, I was trying to isolate what you were providing to that, to that goal.

MR. FERNANDES:  So again, if you look at the environmental plan, we're not sure there is a number of slices that when in the example that we had -- and it's probably the simplest one, when the equipment standard changed from 90 percent to 95.  We're still doing the same item, but, you know, we're claiming 2/7ths of the savings.

So where the other 5/7ths goes isn't actually clear in the environmental plan.

So the utility is actually helping with the adoption and moving forward of some of those codes and standards of baselines.

But the other point that you were making about the budget constraint, I think if you went back to the environmental commissioner's report where they talked about it stating that it was incremental, they also stated -- I think it was in order to hit the environmental plan targets, it required a very large increase in budget.  I forget the exact number, but it was, you know, in the order of -- whether it was an increase of 450 or 600 million, it was certainly beyond what I think the company could state as being modest.

MR. POCH:  Sure.  No one is suggesting that you should be responsible for providing that full 18 percent reduction that is going to come from gas conservation.  As you just pointed out, the codes and standards, you know, now that's going to provide some of that, and presumably the federal program will provide some of that.

It's a much simpler point here.  I am trying to understand what you are providing that is incremental from these various years.

I think the point has been made.  Let's move on.

MR. JANIGAN:  Mr. Poch, I wonder if this might be an appropriate time to take our lunch break.  How much more do you anticipate that you will have for this panel?

MR. POCH:  Well, I was down for two and three quarter hours for this panel.  That is the bulk of my cross in this hearing, and according to my clock, I have two more hours to go, and hopefully we will be on the move a little faster.

MR. JANIGAN:  All right.  We will take a break until 2:00 p.m., and resume with Mr. Poch's cross-examination.

MR. POCH:  Thank you.
--- Luncheon recess taken at 1:02 p.m.
--- On resuming at 2:01 p.m.

MR. JANIGAN:  Before we resume with Mr. Poch, are there any preliminary matters?
Preliminary Matters:


MR. O'LEARY:  Mr. Chair, it is Mr. O'Leary.  I believe you will recall that Mr. Fernandes indicated earlier rather than give an undertaking that he would probably be able to go back and after -- at one of the breaks or lunch be able to come back with a response.

I believe he is now in a position to give that response.  Mr. Fernandes?

MR. FERNANDES:  Thank you, Mr. O'Leary.  So the topic in question was on whether the 2019 Achievable Potential Study included fuel-switching measures, specifically cold-climate heat pumps.

So I just wanted to confirm if someone has the APS study on page C-7.  There's a table C-3, titled "residential fuel-switching measure list".  That has three different measures on it.  The first one is electric air-source cold-climate heat pumps, the next is ground-source heat pump, and then the next one is solar pool heaters.

So in terms of the measures that were looked at for the 2019 Achievable Potential Study, it did include cold-climate air-source heat pumps, and I would also note that it explicitly listed as 3-tonne capacity, with the baseline assumption compared to was a high-efficiency furnace with an AFUE of 90, which I think is of an annual fuel efficient -- fuel utilization efficiency.  I may not be right on the acronym, but -- so I just wanted to confirm those items. I think it was Mr. Elson that was asking about them.

MR. JANIGAN:  Okay.  Thank you very much.  Mr. Poch, are you ready to resume?
Cross-Examination by Mr. Poch (Cont'd):


MR. POCH:  Thank you.  I will start my clock, as they say.

First of all, Mr. Moore, perhaps you could assist us.  I referred to an Excel sheet that came up on the screen I provided yesterday.  I think we should get an exhibit number for that.

MR. MURRAY:  Sorry, it came up yesterday or today?

MR. POCH:  It came up today in this cross-examination.

MR. MURRAY:  And it wasn't part of the compendium?

MR. POCH:  No.  It was an additional item.  That's why.

MR. MURRAY:  So that will be Exhibit K2.4.  And perhaps just so there is no confusion if you could just describe the sheet, or is there a title to the sheet?

MR. POCH:  Yes.  It is ED.10 extended to different base years.

MR. MURRAY:  Okay.  That will be Exhibit K2.4. 
EXHIBIT NO. K2.4:  DOCUMENT ENTITLED "ED.10 EXTENDED TO DIFFERENT BASE YEARS."

MR. POCH:  Thank you.  Panel, when we left off we were discussing how your program for this that is before the Board in this hearing, what incremental savings it provides beyond what you are already providing towards meeting the -- those incremental goals of the environmental plan.

And you made the point -- I made the point, I was asking about, that some of your savings will decay either because they're short-lived measures or because, you know, you were doing an early refit of a boiler, for example, and that it would have been -- it would have been refit anyway before 2030, that sort of thing, or there are behavioural changes, what-have-you.

And your response, I think I heard you correctly, panel, was that that's a relatively small part of your portfolio.  You wouldn't expect that to have a big impact by 2030.  Is that right?

MR. FERNANDES:  I wouldn't portray it that way.  So I think when you were referring to the pay-for-performance program and saying some of those items may be short-lived, that was a relative -- like, a very small portion of the overall portfolio.

The other examples that you gave, like an earlier replacement of a boiler, that is being codified.  So the standard come 2025 is going to be 90 percent.  So I don't think that would be something that would drop off either, because all of our baselines are continuing to move up.  So I am not sure if I could really portray it the way that you did.

MR. POCH:  All right.  I wasn't trying to be specific about the examples.  I just took the gist of what you're saying is that whatever decay may happen in the persistence of your savings by 2030, you think it is a relatively small portion of the savings you are achieving in the early part of your five-year plan.  I took that to be your response.  I don't want to misquote you.  That's all.

MR. FERNANDES:  De minimis is the way I would describe it.

MR. POCH:  All right.  Would you agree that even a small decay in your overall savings is a more significant decay if we're just looking at the marginal or incremental savings?

So for example, in the table we were looking at there was something like 150,000 incremental tonnes of GHG reduction, which was about 9 percent of your total plan impact, so your pre-existing plus incremental.

So if you had a 1 percent decay, for example, in your total plan, that would be more than 10 percent impact on what I am trying to get at, which is what incremental effect you're having.  Agreed?  That's just the math.

MR. FERNANDES:  So I think you're asking me to agree that a fixed number divided by a large number, the same fixed number divided by a smaller number will be larger, and I think we can agree on math, yes.

MR. POCH:  Yes.  So, I mean -- and the point being that whatever decay occurs in your overall portfolio, it's going to -- if I'm -- what I was discussing, this incremental aspect, it's going to have -- obviously it can be a much larger proportion expressed.  Is that what -- that is the denominator, as you put it, so thank you.

Now, your exhibit, leaving aside our recasting of your exhibit, which comes up with negative numbers, but your exhibit that we were looking at shows you roughly about an 18th of the incremental gas conservation savings in the environment plan is going to come from what your portfolio is going to provide in this period.  I just wanted to put that in perspective.

Do you know what proportion of total gas burnt in Ontario Enbridge delivers?

MR. FERNANDES:  I don't think anyone on this panel -- we don't deal with gas supply items, but I would, you know, assume that if you're talking about within Ontario, it would be a very high percentage, you know, of, you know, well over 90, approaching 100.  I don't know exactly what the number would be.

MR. POCH:  Okay.  Good enough for my purposes.  Thank you --


MR. FERNANDES:  That may not be including the gas that travels through the province to other areas.

MR. POCH:  Of course.

MR. FERNANDES:  Okay.

MR. POCH:  In your presentation slides, you referred to the Board's 2020 letter and this phrase "modest budget increases".  I noticed you cut off the rest of the sentence, which refers to "in the near-term".  I would like to just focus on "in the near-term" for a moment.

Would you agree with Mr. -- the implication of Mr. Weaver's observations that if you are utilizing an amortization approach you could raise DSM spending, you could raise it considerably in the near-term, while lowering rate increases in the period of your plan, although obviously potentially raising them later.  Is that fair?

MR. FERNANDES:  Yeah.  I think the mechanics of amortization are fairly simplistic.  If you spread the cost recovery out over a longer period of time it will clearly have a smaller near-term impact, but I think it was stated that effectively the cost of carry increases the total cost once all of it is recovered, including the cost of carry.

MR. POCH:  Sure.  And the analogy was made, I think, that that's -- you are going to match your costs and benefits over time just as you do with your pipeline investments.  That is the same phenomena we see on that side of the business.  Fair?

MR. FERNANDES:  I think what we heard was from a theoretical perspective a couple of the experts agreed that that would be the best way to do it.  And what we actually saw in practice was most of the other jurisdictions use a much shorter term, five to 10 years, with -- I think there was only one example that was longer than that.

MR. POCH:  Right.  Okay.   No, I was just drawing the simple point that once in effect you amortize the capital cost of your pipeline investments, this would be analogous.  You might choose a period that is shorter than the life of the measure, as you've just suggested, but otherwise analogous.

MR. FERNANDES:  Yes.  I think the mechanics of rate basing are well-understood.

MR. POCH:  Sure.  If we can turn to Tab 10 of our compendium.  This is JT1.15, and there -- in 6.Staff.13, you had provided a sensitivity analysis -- you referred to it earlier today -- for a 10 or 20 percent increase in DSM budget and what you could get in theory.

And the 20 percent budget increase scenario which is around $21 million got you about a 9-and-a-half-percent increase.

But in this response, you indicate -- isn't that interesting -- in this undertaking response, you suggest that you could probably only do about half that in 2023 and 2024, about 10.7 million for about a 4.75 percent savings.

You can't just ramp up as fast as those earlier scenarios expressed.  Is that fair?

MR. FERNANDES:  I think JT1.15 and then the following one, 1.16, we were explicitly asked for different scenarios on ramping either the spend or the targets.  And we responded and a large portion of the response is the exact timing of this.

So we were asked to, you know, put the caveats in as necessary.  So we assumed an Ontario Energy Board decision at the end of August.  So you know, asking for 20-plus-million-dollar ramp in planned spending on top of what our increase would be, we didn't feel we could, you know, deploy that effectively for fully effective for 2023.

So we simplified it down to breaking it into two years.

MR. POCH:  Okay.  First of all, let me just ask.  Leaving, you know, our earlier concerns about this lower starting point, is it fair to assume you could manage it to effectively utilize more than that in the years beyond 2023, 2023 and 2024, once you have an opportunity to redesign your approach?

MR. FERNANDES:  That's what we effectively said.  Once we get beyond a 20 percent increase to the base year budget, you know, we think it would be reasonable and probably prudent to step back and understand what that guidance came with that increase in budget, and then that might have us re-evaluate the portfolio that is -- you know, greater than $20 million is a substantial sum of money from an annual perspective.

So we would want to see what that came with and some of the other jurisdictions that have been noted, and compared to there would be things like, you know, would it come with an expectation for, you know, introducing behavioural programs or other things that form a significant portion of the spend in other jurisdictions.

So it is hard for us to hypothesize beyond that.  We think what we did was reasonable and 20 percent on top of that is a fairly large increment.

MR. POCH:  Okay, fair enough.  Now, if you could turn to tab 11, I have an example of another jurisdiction that is planning on a dramatic drop in gas consumption to deal with the net zero by 2050 targets.

This was just a recently filed -- this is an excerpt from a recently filed draft plan that NationalGrid has filed.

If you scroll down there, you'll see they're talking about targeting a 60 percent reduction in gas consumption by 2050 and even greater reduction, 100 percent reduction in GHG, greenhouse gasses, because they say the balance they will attempt to achieve with renewable natural gas.  A lot of people think that is pretty optimistic, but leaving that aside.

Have you -- to sort of have a planning context for where you are going with this plan and where you might go in a mid term review, have you examined any scenarios where you try to get natural gas consumption down with DSM and fuel switching to a level that your colleagues say can be served with available RNG in Ontario?

MR. FERNANDES:  So the context of this plan -- and I took a quick look at it - you know, they're talking about a 60 percent gas demand reduction.  Some of that is being replaced with RNG, as you noted.  But this is a 2050 long term plan.

So I did take a quick look at it and they mention a number of items, like the reliance on hybrid strategies with fuel, you know, I am going to quote here.  They quote the hybrid strategy reduces the cumulative cost of achieving net zero GHG through 2050 by between 23 to 43 billion, relative to scenarios that primarily rely on all electric strategies.

So for the plan that we're talking about here today, I think we have had the context that we were in a policy consultation up until December 2020, and then we were given five months to file a multi-year plan.

So I have to admit, we were aware of things like this.  We know there is greater policies coming, but we didn't look at -- we didn't look at things beyond what was right in front of us, because we simply didn't quite have enough time and the policy context and, you know, the jurisdiction that you are quoting is quite different.

MR. POCH:  Sure.  I just wondered if perhaps any of the DSM group in your corporation had looked at these kind of longer term contextual planning issues, so we could see how your DSM proposal fits into that longer term trajectory.

I gather, specifically planning for this hearing, you didn't have time to do that.  But are there other efforts in the organization to do that kind of longer term planning?

MR. FERNANDES:  I don't think we have the right people on the panel to be able to speak to that, and I don't know if it's relevant for our plan application.

MR. POCH:  We can argue about the relevance.  Perhaps I could ask by way of undertaking if you would enquire of your colleagues in the corporation if there is -- if there have been any discussions, papers or research in that regard and if so, to file it.

MR. FERNANDES:  Mr. Poch, I know there have been discussions about many things, but that's very open-ended, number one.  And I am not sure how it relates to the application that we put before the Ontario Energy Board.

MR. POCH:  Well, this Board wants you to be responsive to government policy.  Government policy is pretty clear.  We're heading towards those same longer term net zero goals and substantial reductions even by 2030, and your plan goes out to 2027.

So I would like to see how your plan fits into the kind of trajectory the company is envisioning is going to be necessary to comply with those directions.  So I may have used the word discussions, which is too vague a request.  I am looking for any specific discussion papers or studies that have been done in that regard.

MR. O'LEARY:  Mr. Chair, sorry to interrupt Mr. Poch, but, you know, a couple of things come to mind.

First of all, it sounds like you are asking for the company -- and I use the word "company" in the broadest sense -- to go back to the parent company and determine what is available that could be produced that would indicate the directional positions that Enbridge Inc., the parent company, may be taking down the road.

I would suggest that that is beyond ultimately what is intended to be helpful to the panel in this proceeding.

And secondly, the relevance of it.  We're dealing with a plan that goes through to 2027 that responds to the Board's directive, and to now ask whether the parent company is directionally moving towards certain targets for 2050, I would respectfully submit, goes beyond what is relevant and certainly I don't see how it could be helpful to your decision in this proceeding.

So we have concerns about that request, sir.

MR. POCH:  Well, let me just ask.  Is there a group in your organization or in the utility that looks at what I think you phrase as energy transitions?

MR. FERNANDES:  Yes, there is, but they haven't been involved with this plan application development.

MR. POCH:  I am happy to -- in light of Mr. O'Leary's concerns, I am happy to restrict that request to whatever exists within the utility and within that group that is probably the likely place you would find it, I imagine.

MR. FERNANDES:  Can I clarify, Mr. Poch, because I think you're basically alluding to Ontario government policy, and we do have something that there is a clear reference in the environmental plan, but you mentioned a net zero by 2050, and I am not familiar with any Ontario policy that states that.

So if you are -- I mean, we're going out beyond the group that actually prepared the plan application, so I need to know what it is you are actually looking for in order to be able to practically respond.

MR. POCH:  I am looking for how a utility -- what thinking the utility has done in regard to how it's going to fit into longer-term government policy objectives with regard to greenhouse gas emissions, and especially if there's any analysis of how your conservation and fuel-switching efforts will play a role in that.

MR. JANIGAN:  Mr. Poch, I think it is fine to ask if there is any planning going on to meet the future needs and the determinations of the Ontario government.

However -- and what you are asking is that not only is there any planning going on, but then for them to produce the plans of what is going to go forward, and that may be a bit unfair.

MR. POCH:  Absolutely, sir.  I wasn't asking them to file a plan, as it were, but I assume there has been some you know, discussion papers, options papers, that would give us some sense of how this might all fit together.

I mean, the 2050 -- net zero by 2050 I believe is in the federal legislation at this point.  Anyway.


MR. JANIGAN:  Is there -- let me ask this question.  Is there any roadmap in place for Enbridge to meet the zero emissions goal by 2050?  Is there any roadmap of that that's been prepared that Enbridge is prepared to...

MR. FERNANDES:  And I apologize, Mr. Commissioner, but the group that you have up on the panel --


MR. JANIGAN:  Okay.

MR. FERNANDES:  -- don't work in that area, but my, you know, my --


MR. JANIGAN:  I understand.

MR. FERNANDES:  -- best guess is that we don't have anything that has been publicly put out there.

MR. JANIGAN:  Okay.  I think that's -- I mean, I don't think we can go much further on that, Mr. Poch.

MR. POCH:  That's fine, Mr. Janigan.  Thank you.

All right.  Let me just ask this, panel.  If the Board or more explicit government policy direction indicates that your plan is insufficient in regard to its contribution towards these government policy goals, and that they would like to see you provide substantially more -- assuming adequate funding, and I appreciate that is a big factor here -- and you have adequate time to configure your programs, are you -- are you willing and able to do so?  Are you the right organization to do that?

MR. FERNANDES:  Yes.

MR. POCH:  All right.  Now, turning to another topic, the Board did ask you to have regard to the Achievable Potential Study in formulating your proposal.  And if we turn to tab 12, JT1.2, I believe, yes.  And if you can scroll down a little.

I think the gist of this is that you retained Posterity Group -- there we are -- you retained Posterity Group to try to do this mirror model that we heard about in the technical conference where you tried to distill out of the Achievable Potential Study how it relates to your efforts.

And you quote, I quote:

"Despite repeated efforts, the output from the mirror model remained unusable."

So is it a fair paraphrase for me to conclude that you have concluded that comparisons between the Achievable Potential Study and your plan are a bit fraught, there is just a lot of unknowns and different approaches to be reconciled?

MR. FERNANDES:  Fraught with peril.

MR. POCH:  Okay.  Now, you did, despite that, when pressed provide some comparisons, and one example is 1.ED.1, where you include a number of caveats, and then in JT1.2 at page 2, you redrew the earlier graphic that you had provided in ED.1 and you tried to address what I take it you considered one of the important caveats, most important caveats, which is that the APS study was net and they used different net-to-gross numbers, you're not sure what net-to-gross numbers and so on, so you tried to express both their and your plans in gross -- that is, not accounting for free-ridership -- so we could compare apples to apples.  Is that fair?

MR. FERNANDES:  I think we were -- if you look at the technical conference transcript, it was actually quite lengthy in taking this undertaking.  And I tried to express the fact that to make adjustments to the APS is actually quite complicated for a number of reasons.

I think if you read the transcript we went back and forth for several pages with multiple parties chiming in and looking for the same thing, and we ultimately landed on a, you know, applying a, I don't want to use gross, because that is duplicative, but a broad factor in order to be able to respond.

So that's what we did, is we applied it to the portfolio level, which doesn't probably provide any meaningful information, granted.  But I did try to express during the technical conference that what was being asked would be quite a bit of work to try and do.

MR. POCH:  All right.  I am just trying to understand what you have done here, though.  You've tried at least of the considerable factors that you considered important that needed to be corrected for before trying to make the comparison, and that was this -- the net-to-gross business.

And so that's what you have done here.  You have taken your -- the savings results from the Achievable Potential Study, which are net savings, and I understand from your answer that you applied a .44 net-to-gross to gross up the Achievable Potential Study so you could compare it to your real plan on a more even footing.

I just wondered, the .44 net-to-gross, is that your total weighted average net-to-gross that you are experiencing in your programs?

MR. FERNANDES:  That's an approximation, and again, in doing this, that was one of the factors.  There are other ones, like the -- I think we have noted the 2019 Achievable Potential Study doesn't use the same TRM or baseline values, and there's several that we noted, like the 23 percent of the potential in the low-income space was codified.  It's fireplace ignition.  So that would, you know, naturally take all of the colour blinds that aren't the DSM and drop them down, and we noted a number of those that in order to put them on a like-for-like basis you would have to actually make those adjustments.

None of those adjustments were made here, and I wouldn't call it a comparison, because we're -- you know, all of the lines are generally talking about something compared to a baseline.  They're all measured in cubes.

We put our line on the same graph because we were requested to.  But they're not measured to the same baseline.  So, you know, they're not really comparable.

MR. POCH:  Okay.

MR. FERNANDES:  And to make the adjustments is an enormously difficult thing to do.

MR. POCH:  Fair enough.  If we scroll down, you go on on page 3 of this document to discuss the Achievable Potential Study costs, and I think you are trying to make the point that it is expensive to move up -- move your line up that -- on that graph.  Understood.

I just want to make sure again we know what you are doing here.  First of all, the costs that you start with are the APS, Achievable Potential Study program costs, associated with just the non-free rider participants and they're program costs, not TRC plus net societal costs, which of course would be negative costs, because they're all TRC-positive.

First of all, I've got that right?  That is the costs we're dealing with?  That you start with in the Achievable Potential Study?

MR. FERNANDES:  So, yeah, I think you were portraying the same thing that I would understand.  So the net program administrator costs for the APS study, that would be -- I think if you go up a little bit, Ms. Adams, that would be in the upper table.

So starting in 2023, they show 79 point something.  That's the costs to serve -- the direct costs to serve the non-free riders, or the ones that were influenced through the programming.  And then they're saying you should divide that by an estimated net-to-gross ratio.  In other words, you have to gross it up because you're expecting all of the free riders are going to be served as well.

Then you have to add on your overhead.  So it is a relatively simplistic formula and they give an example of how that would work.

MR. POCH:  Okay.

MR. FERNANDES:  So in the table below that shows the gross, we have done the math with those assumptions noted.

MR. POCH:  All right.  And my question was, when you did that -- if you scroll up slightly, we can see the mathematical formula.  Scroll down a little bit.  There you are.

They gave you an example, and in their example they said if you had a 75 percent net-to-gross, you were anticipating -- you could adjust to get the right number.

And you did that, I take it.  Did I take it you did that in the bottom half of the table using the same 0.44 net-to-gross ratio that you used to adjust the chart above?

MR. FERNANDES:  Yes.  It says that in the last sentence.

MR. POCH:  All right.  And if we go to tab 13, you say that the APS stipulates that achievable savings potential are net of free riders and that to determine gross budgets/savings requirements, the utilities should use existing free-ridership rates.

And if we turn to tab 14, which is an excerpt from the Achievable Potential Study and scroll down, it doesn't actually say that, does it?  It says you should use -- it doesn't say you should use existing free-ridership or metric those ratios.  It says:  
"When proposing a budget for a future DSM or CDM portfolio or program based on the potential scenarios included in this potential study, a program delivery agent should consider incremental program costs to account for future," I stress, "program net-to-gross ratios and fixed portfolio overhead costs with supporting rationale and evidence."


So my concern and question is, by using the 0.44 net-to-gross, am I right you are assuming that in the higher achieving -- achievable potential scenario, you would still have a 0.44 net-to-gross, you are treating that as the future net-to-gross or put another way, you would still have 66 percent free-ridership.

MR. FERNANDES:  So we did provide the response, and we did state the assumptions that were used.  Is there a different assumption?  Because that's the best available information that we have.

MR. POCH:  Well, first of all -- sorry, go ahead.

MR. FERNANDES:  So I am not sure what else, you know 

-- we're applying it against the portfolio programs that Enbridge has proposed, and I am not sure what other information we would potentially be able to use that wouldn't be open to criticism.

MR. POCH:  Trust me, sir.  Whatever you do, you are going to be open to criticism.  Don't get me wrong.  We're big cheerleaders of DSM, but, you know, you can always do better.

I just wanted to make -- to understand, you have just frozen your net-to-gross ratio here.  You haven't assumed that your net-to-gross ratio would improve if you were getting a significantly higher participation in crunching those numbers for us, the grossing up of the costs.

MR. FERNANDES:  We have left the assumption as stated in the response.

MR. POCH:  All right.  And let me just take you to a hypothetical, so we can understand how this net-to-gross relates to program design.

If you have -- you know, hypothetically if you have ten percent of folks replacing, you know, widget X, opting for the more efficient variety and that costs, you know, two thousand dollars instead of a thousand dollars, you know, an extra thousand dollars, you have a natural conservation level of 10 percent for that upgrade and you have a program -- if you have a program that offers say an easily obtainable but relatively small 50 dollar rebate, you know, fifty dollars as you check out at Home Depot, as a result you wouldn't expect to encourage a lot of participation beyond those natural conservers.  You're going to -- you're not going to increase the uptake much more than that 10 percent, and you are going to have a very low net-to-gross in that example, just a few percentage points.  You're basically just paying for all of those free riders, right, and that wouldn't be a good program design.  Fair?

MR. FERNANDES:  In the hypothetical?

MR. POCH:  Yes.

MR. FERNANDES:  Yeah, I think if you're saying hypothetically you've designed something that is not achieving any results, then yes, I think by definition it's not a good design.

MR. POCH:  Sure.  In contrast, if your program offered to pay most of the thousand dollar incremental cost and as a result gets, you know, most of the potential market to opt for the upgrade, you still have those same ten percent natural conservers as free riders.  But you might have a net-to-gross, in that example, closing in at 90 percent.

That is just the math.  Right?

MR. FERNANDES:  Well, I mean, in the hypothetical situation, I think the study notes that it is not solely incentivized that matters.  So there is a number of factors that actually influence free-ridership.

I would say that, yes, incentive -- you know, percentage of incentive -- percentage of your rebate as a percentage of the incremental cost is a factor and it could be a strong factor.  It is just not the only factor.

MR. POCH:  Right.  I guess my point is simply this.  If you, through either changed incentives, or changed program, better program design, if you get your participation rate up a lot more, the net-to-gross ratio logically is going to improve.

MR. FERNANDES:  So what is your question, Mr. Poch?

MR. POCH:  I am just wondering if you agree with that simple statement.  If you can increase your participation to move from scenario A to scenario C in the Achievable Potential Study, if you are going to increase your participation to that extent, you would certainly expect that the net-to-gross ratio will have fallen significantly, correct?

MR. FERNANDES:  There is only --


MR. POCH:  There's only so many free riders.

MR. FERNANDES:  But, Mr. Poch, what has that got to do with our plan?  Quite simply, I agree with your theoretical construct that that's one factor.  It is more than one factor, but it is a budget issue that will have to be dealt with.

We couldn't do that across all of our markets.  There's simply not enough budget.

MR. POCH:  I understand.  I was just looking at those -- if you scroll back up on that page, you gave -- you were trying to give an indication of how expensive it would be if, in the previous exhibit, you don't need to go there, you were just trying -- you were trying -- you were grossing up the savings by using that 0.44.

And I am just saying that's not what would happen in the real world.  In the real world, if you tried to move your portfolio up to produce a lot more, it's not appropriate to apply the same net-to-gross ratio.  You are going to do better, aren't you?

MR. FERNANDES:  Ms. Adams, can you go back to that previous table quickly?

MR. POCH:  I can try to finds you the tab number for that.

MR. FERNANDES:  It's right here.  So I think what you are saying really is scenario B is supposed to be the all-cost-effective conservation, and you're saying we should not have grossed that up by using the 0.44.

If we changed it to 0.88 and that number roughly came in half, it is still a very large number relative to our budget.

So I think, you know, if you would like us to go back and redo something, you could tell us what number you would like us to use and I am happy to do the math.  It is just, our point was we're focussed more on the scenario A which is closer to business as usual than scenario C, which is in between the two.

If you would like us to change our assumptions, then please say so, and we would be happy to.

MR. POCH:  All I am saying is if you move from scenario A to scenario C, it would be -- you have grossed up the costs, assuming that the net-to-gross ratio stays constant.  I'm saying it wouldn't stay constant and that the costs wouldn't go up to that extent.

And I think you have agreed with that.  Correct me if I'm wrong.

MR. FERNANDES:  I think we would agree that it would be a factor, among others, and, you know, the question is how much.  And we don't have any real basis for us to make that adjustment.  If you would like to suggest one, I would be happy to do the calculations.

MR. POCH:  All right.  Not for the moment.  Now, if we go to -- if we go back to JT1.15, which we spoke of earlier -- you don't have to go there -- that's where you did the 20 percent increase in budget.

Did you adjust your net-to-gross values when you tried to put a price on that?  Or did you just hold your net-to-gross values constant?

MR. FERNANDES:  I think I would have to defer to some of my panel members, because when we did the sensitivity analysis at the 10 and 20 percent, they were done at the sector level.  So it wasn't a gross portfolio adjustment.

MR. POCH:  No.  Well, in that case my question is, did you hold the net-to-gross values for each sector constant, as you came up with new expectations for that sector?

MR. FERNANDES:  Ms. Moore, do you want to start out, and then we could put it over to Mr. Grochmal after, if that is okay with you?

MS. MOORE:  Sure.  So the net-to-gross was held constant for the Smart Home offering and the Whole Home offering, with our current net-to-gross in what was filed in the plan, and the single-measure offering had a consistent net-to-gross with what was filed in the plan as well.

MR. POCH:  Thank you.

MR. GROCHMAL:  Mr. Poch, I can comment on commercial industrial and I can also confirm that we used the same net-to-gross values in our marginal projections.

MR. POCH:  Okay.  Thank you.  So based on the logic we were just talking about, then those scenarios -- you might -- those might be a little -- they may underestimate what you could do for the money, because we would expect the net-to-gross to improve as you increase participation, the degree to which we're not going to debate today, but directionally.  Is that fair?

MR. FERNANDES:  I think to have a material influence you need to get pretty high up the curve.  If you look at the difference between scenario A and scenario B, it's pretty material.

So if you are talking about a marginal curve, which we are talking about a marginal curve, I don't believe that's necessarily correct.  They're very different budgetary levels.

MR. POCH:  I am just asking directionally, as we improve participation net-to-gross should fall.  I think you have already agreed to that.

MR. FERNANDES:  The question is how material with a 20 percent increase, because when you look at the difference between scenario A and scenario B on a net basis, one is, what is that, about eight times?  So, you know, that's a 700 percent increase, not a 20 percent.

MR. POCH:  I was actually looking at A and C, but it doesn't really matter.  Okay, fair enough.

Now, another kind of -- we've been comparing your plan to the environment plan.  We have been comparing your plan to the Achievable Potential Study.  Another guideline for what you should propose was this -- was the past guidance we had from the Board.  Understandably it was in the previous framework.  That was the two dollar guideline you were discussing earlier with Mr. Elson.

And coincidentally, in the exhibits we were discussing a few moments ago, you were talking about a 20 percent -- what a 20 percent increase would do.  And it was about a 21 million dollar cost to that.  Coincidentally, when Energy Futures Group -- and we can see this at tab 15, excuse me -- when they calculated what -- if you moved the two dollars up to -- in real dollars to today, what you could do, they found that you could actually -- it would allow about $22 million more per year on average over your five-year plan.

Have you had a chance to look at that?  Any reason to disagree with just the math on that?

MR. FERNANDES:  Can you bring up the exhibit?

MR. POCH:  It is there.  His comment is there.  And if you scroll down I think there is a -- the next page there is actually a table where he produced numbers -- where they produce numbers.

I assumed you've parsed these exhibits pretty well.

MR. FERNANDES:  So there are several things on here that I would think -- well, actually, can we have a breakout room?  I just need to discuss with my panel members.  Thank you.

MR. POCH:  Fine.

[Witness panel confers]

MR. FERNANDES:  So Mr. Poch, when we look at what Mr. Neme has done, I have to admit it is his report, so we don't know the calculations.  There's basically probably two points that we would want to make on this, is that it appears that he's taking the two dollar a month guidance, which we said is not the basis from our direction, but has taken that and included the budget, plus the shareholder incentive at the 100 percent target level, which I don't believe is the basis of the Ontario Energy Board's original guidance on that, because it doesn't include the max incentive or the 15 percent overspend allowance, so that is one factor.

The other one is that he's taken an inflation adjustment year of 2014, and that was pretty explicitly not what the direction the company was given.

So, you know, the comparison is clearly going to be off by, you know, certain amounts due to those two factors.

MR. POCH:  I hear your caveats, thank you.

MR. FERNANDES:  Yes.

MR. POCH:  Do you consider -- well, do you consider two dollars a month, 2.27 now, would that in your view be an unreasonable rate impact?

MR. FERNANDES:  Sorry, Mr. Poch.  We're the program administrator and in our role, we take the guidance from the Board, not the -- we don't give it the other way around.

So, you know, I don't -- we were asked to put it in a certain way and we're following the guidance.  We're not trying to define it.

MR. POCH:  All right.  Now, just in terms of understanding what that -- what we could get with the two dollar impact for example, or a three dollar or a four dollar impact.  The way that the -- the way you calculate your rate impacts doesn't account for the fact that there might be transmission and distribution savings from the DSM, from this added DSM that would reduce utility costs, reduce rates and in fact would reduce rates for all customers, not just participants.  Fair?

MR. JOHNSON:  That's correct.

MR. POCH:  Okay.  And since 2014 when the Board first enunciated that two dollar guideline, we just looked -- I just looked at 5.GEC.3 and it tells us that you forecast about 15 percent more customers and 7 percent more load in 2027 than you did in -- well, in 2015, which is what that document gave us.

So would you agree that would allow even more DSM spending because you will be spreading of the budget cost over more customers, so that would allow you to squeeze more in under whatever the number is, two dollars.  Right?

MR. FERNANDES:  I am not sure I understood your question.

MR. POCH:  Well, I am just trying to bring the two dollar guideline up to what it would mean in the current context.  You have more customers today than you did then.

So you could squeeze in more spending without hitting the two dollars by virtue of the fact that you are spreading those costs over, you know, more units of gas, more customers, and still respect a two dollar guideline, for example.  The more customers you have, the easier it is to do.

MR. FERNANDES:  I understand what you are saying, but that was the previous guideline, not the current.

MR. POCH:  You made that point.  It was -- one of the few references we have for what might -- people might consider reasonable rate impacts, so I am just trying to see what it would mean today.  And I think you agreed with the logic of that statement.  Is that fair?

MR. FERNANDES:  Two dollars a month per customer.  If there's more customers there will be more dollars, yes.

MR. POCH:  Okay.  And in fact there are more customers.  So now you were discussing earlier, I think with Mr. Elson, that the Board had asked you in its previous decision, previous framework decision, to do some work on this concept of net rate impact and not in the having regard to things like benefits and costs to customers and price forecasts used, demand reduction, impact on price and so on.

Do you recall that conversation earlier today?

MR. FERNANDES:  Yes.

MR. POCH:  And in your response -- this is in tab 2, but I don't think you need to turn it up, because you referred to it earlier.  In response, you felt you didn't need to do this analysis in detail because the Board has since told you that it is expecting a modest increase in the near term.  And you also referred to the -- and you said it in your answer, you say this current guidance doesn't explicitly refer to rate impact.

And that you -- and you add you only had five months to prepare your plan.  Do you recall that?

MR. FERNANDES:  I do.

MR. POCH:  Okay.  Well, just stopping for a moment with the five months, you had close to five years since the Board's previous decision.  Why didn't you do the work on things like DRIPE and cross fuel DRIPE and so on in that period?  Why did you feel you had to wait until the last five months?

MR. FERNANDES:  So number one, there is two pieces in there, and if you want to go first, Mr. Johnson, or should -- I will -- how about I go first and we will kick it back to you for the DRIPE discussion.

MR. JOHNSON:  Sounds good.

MR. FERNANDES:  The net rate impacts, the Board had a suggestion.  It included a number of items that needed to be considered.  How they considered those is clearly a framework item and we were in a framework consultation process that the company legitimately thought if interested parties and the Ontario Energy Board wanted to do that, then we would have had some understanding of what it looked like.

But over and above that, you know, the Board's decision -- you are quoting just one piece of it.  And the other piece that I think I noted to Mr. Elson in the very same decision, and it is on page 58, the Board noted that GEC and ED both indicated the two dollar a month guidance be refined taking into consideration the analysis provided by Mr. Neme and Mr. (inaudible) and the impact of additional avoided costs.

And the Board said the OEB does not accept the submission put forth by GEC and ED with respect to revising the bill impact guidance and considering additional avoided costs.

MR. POCH:  Just interrupting you there, they said no, we made up our mind it is two dollars for this five-year round.

MR. FERNANDES:  So that's --


MR. POCH:  They did ask you explicitly to come forward with this analysis in your next framework application.



MR. FERNANDES:  This is the point, that we were in a framework consultation that was led by the OEB.  And then I think Mr. Johnson wanted to respond to the other piece of, you know, the DRIPE, which for our commission or panel I think is demand reduction impact on price effect.

MR. POCH:  Demand reduction induced price effects.

MR. FERNANDES:  Okay.  That sort of thing, it's rather a mouthful.  Mr. Johnson?

MR. JOHNSON:  I am glad you guys remember that acronym because I did not.  I would have had to refer to it as DRIPE.

So as we discussed earlier, Mr. Poch, I believe with Mr. Elson, we did do a jurisdictional scan, we did a number of different jurisdictions for what was included in avoided costs and only one of the nine did.  As I say while the intent was not to look at the value, the value in that one jurisdiction was very small.  So we did not pursue it further based on that jurisdictional scan.

MR. POCH:  Okay.  The other comment that you made in that response was that you felt that consideration of rate impacts was superseded by the -- the Board doesn't mention rate impact in the current letter.  And so in effect superseded by reference to modest budget increases in the near term.

Are you suggesting that the Board's concern about budget is not primarily in fact related to rate and bill impacts?

MR. FERNANDES:  We're simply saying that the Board's direction was explicit.  The reference point was the current budget levels.

MR. POCH:  But would you not agree it is reasonable to interpret the Board's concern about budget to be a concern about rate and bill impacts?  That's the reason for concern about budget.

MR. FERNANDES:  That's how the DSM letter generally reads for that paragraph and that portion of the direction, is that they gave us a reference point.  They gave us modest -- they said we have to be concerned about bill impacts both in the long and short term.

MR. POCH:  Sure.  So I mean, you know, as an extreme example, if there was a universal program that lowered every customer's bills in all years but required a big budget increase for that item, we'd all assume the Board would be interested in that.  Right?

MR. FERNANDES:  Are you asking about a hypothetical program?

MR. POCH:  Absolutely hypothetical.

MR. FERNANDES:  In that extremely hypothetical situation, I would think that would probably be the case.

MR. POCH:  Sure.

MR. FERNANDES:  But it does hypothetically presuppose that there is no cross-subsidization between participants and non-participants.

MR. POCH:  Yes.  Well, the -- so can you agree that if we -- to consider what is an acceptable -- what is a modest budget increase, the factors that we spoke of, that the Board spoke of, they wanted you to look at, would in fact eliminate that analysis.

MR. FERNANDES:  Mr. Poch, I think --


MR. POCH:  Because all factors that -- all factors that affect the rate impact on non-participants, the bill impact on everybody, and the degree of cross-subsidization.

MR. FERNANDES:  So Mr. Poch, I think we've been very clear that when we filed the application it was fully our intent -- we knew there would be a number of interested parties, a large number of interested parties, and we expected that they would weigh in.

We tried to put in a quantitative formula to express our interpretation of the OEB's guidance in order to make it easier to adjudicate, and we asked for that item to be addressed upfront.

We did hear from other parties yesterday that do have concerns with the impact of the programs and the costs associated with it, which, they're the ones bearing the costs.  So I do understand that -- you know, your position, but we were trying to balance a number of items and do it in a way that interested parties would be able to weigh in on.

So we're not -- we're not of -- we had no intention of trying to avoid that.  We're saying that we put it in a form that we thought we would have a proper discussion and a decision could be made, and we will live with that decision.

MR. POCH:  All right.  You have already agreed that any impact the DSM has on transmission and distribution costs will be a benefit enjoyed by all ratepayers, not just the DSM participants.

Would you agree that there is presumably an effect today, like the past DSM is presumably having that effect today and today's DSM will have that effect in future such that non-participants in your current program are still enjoying a lowering effect on their rates from past DSM?

MR. FERNANDES:  Are you -- I think you are trying to say that lowering annual demand will eventually lead to less future infrastructure, which would mean that rates would be lower than they otherwise would be?

MR. POCH:  Yes.  You've got that in your avoided costs.  I assume it is real.

MR. JOHNSON:  Yes.  I was going to say you're referring specifically to the avoided infrastructure costs?

MR. POCH:  Exactly.

MR. JOHNSON:  Yeah.  I think, again, there is a materiality aspect to it, but, yes, I would agree with that.

MR. POCH:  Right.  But that my point was that -- so this long history of past DSM has produced a stream of such impacts that are all -- or many of which, presumably, are helping to keep rates down for non-DSM participants in their current year.  Fair?

MR. JOHNSON:  Correct.

MR. POCH:  Okay.  And similarly, when we spoke about DRIPE a few minutes ago, that is something that affects everyone who takes gas.

MR. JOHNSON:  Again, as we have noted, very difficult to quantify and likely extremely small, but in theory, yes.

MR. POCH:  Well, in fact, the information you did provide shows that the much bigger effect is cross-fuel DRIPE, which is the fact that when gas customers -- when DSM lowers demand for gas, the bigger effect is on people's electricity bills.

Do you agree with that?  That's been the experience in the States.

MR. JOHNSON:  So I was going to say I think electricity is a very local -- much more local jurisdiction-impacted price.  Electricity isn't, you know, as -- isn't able to transmit as far, so --


MR. POCH:  Yeah.

MR. JOHNSON:  -- your price impacts in one jurisdiction can vary dramatically from another.

MR. POCH:  We don't have a Henry Hub price for electricity.

MR. JOHNSON:  Exactly.

MR. POCH:  No, sure.  And isn't that exactly the reason why it is appropriate to do a DRIPE and cross-DRIPE study for your particular jurisdiction?

MR. JOHNSON:  So again, our opinion based on the jurisdictional scan that we did is very few jurisdictions do that.  Again, the one jurisdiction that we had, had electricity -- sorry, had a very small number for gas DRIPE.

On the electricity side, I mean, it's an interesting question, given a conversation I had with Mr. Elson going down a very different path, arguing that, oh, electricity is so cheap it's hard to imagine that cross-DRIPE would even be measurable or the impact of gas on electricity prices would even be measurable, given the arguments on how cheap electricity were there.

Having said that, we don't believe the numbers presented were properly understood or presented, but, no, I don't believe it would make a lot of sense at this point.

MR. POCH:  All right.  I just wanted to ask you a bit about amortization.  I know this is for -- probably for Mr. Weaver.  Just earlier we discussed how amortization might be a tool to keep near-term rate increases down and maybe allow the -- you and the Board to address these 2030 government goals without causing modest near-term rate increases.

Mr. Weaver expressed a concern that investors might be wary of large regulatory asset balances that have to get carried when you do that.  And I just -- if you could turn to tab 18 just by way of example, there is a graphic there.  It is figure 6.  He shows those unamortized asset balance impacts at different amortization schedules.

And just to get a sense of the order of magnitude and how that compares to other things that are on the books, first of all, if we take that -- we look at the five-year one, which is what his favourite is, it gets up to about, oh, just over $600 million by the -- at its peak.  Do you see that?

MR. FERNANDES:  I do.

MR. POCH:  And we took a look at the OEB's rate yearbook, which -- I am just looking for the tab number here.  It is tab 19 in our materials -- to get a sense of how big that is compared to the other things on your books.

And just can you confirm for me this is reasonably accurate, that the -- if we look at the non-current assets, there's some 23 billion on the books.  That was in 2020.  So about 33 times higher than the balance Mr. Weaver thought might be of concern to investors; is that right?  Does that sound right to you?  Take that subject to check?

MR. FERNANDES:  I am assuming that the OEB's yearbook is reasonably accurate for the purposes that you are talking about.  I don't think we need to check that.

MR. POCH:  Sure.  And you can see just above that it's broken out.  There is property, plant, and equipment, the hard assets, about 16 billion.  And then there is another roughly seven billion of things that are described as deferred charges and non-current assets.  So things other than that hardware.  Still ten times the balance that Mr. Weaver was talking about.

Do you have any sense of what those assets would be?

MR. FERNANDES:  You mean between the three categories?

MR. POCH:  The non-property, plant, and equipment assets that are listed there.  Are they softer things that -- like software, that sort of thing?

MR. FERNANDES:  I am assuming that the property, plant and equipment would be mostly what would be traditionally called rate base, the asset that the company uses to serve its customers for distribution, storage, and transportation.

The deferred charges I am presuming have to do primarily -- and I am presuming with deferred balances -- we have a number of variance accounts, but I would think that given the size of the number, it is probably almost certainly to do with gas costs in the QRAM process.  But I am not part of that.

MR. POCH:  Right.

MR. FERNANDES:  Then the other non-current assets we would have to get our regulatory folks to talk about, but they're all things that are just deferrals.  They're not hard items.

MR. POCH:  Right.

MR. FERNANDES:  I wouldn't know what is in there.  They could be pension obligations.  They could be whatever.

MR. POCH:  Okay.  Sufficient for our purposes today.  Thank you.  I won't trouble you further on that.

Isn't it true that if we amortize DSM, we create this regulatory asset that Mr. Weaver is speaking about.  But at the same time, to the extent that DSM reduces future capital additions in pipes and perhaps these other categories, that you would have a corresponding reduction in these other balances, these other undepreciated assets that investors presumably have to worry about.

MR. FERNANDES:  I don't think that was the point that Mr. Weaver was trying to make.

MR. POCH:  It wasn't.

MR. FERNANDES:  No.

[Laughter]

MR. FERNANDES:  Okay.  But in the hypothetical situation that you are talking about, that DSM would lower future property, plant and equipment, I think Mr. Johnson's already mentioned it is a question of quantum of one versus the other, but if you leave that aside.

MR. POCH:  Sure, okay.

MR. FERNANDES:  Then the --


MR. POCH:  Thank you.  I just want to move on to the target adjustment mechanism, which has been referred to as the TAM as an acronym.  And Mr. Weaver had suggested that it's particularly important in an era of volatile inflation, whereas we're seeing it is not -- you know, the two percent that you have used in your spreadsheets at the moment.

And I suggested in my comments after Mr. Neme's presentation on presentation day that I was under the impression that the two percent you are using is just a proxy, and you are going to adjust your budget to reflect real inflation, so that the TAM doesn't have to -- isn't utilized to wrestle with that problem.  Was I correct?

MR. FERNANDES:  So there's probably two parts to your question.  Inflation, in the way that we proposed the target adjustment mechanism, would be inflated as you stated by the actual index, not the two percent.  The two percent is just a proxy.

But how we propose the target adjustment mechanism would deflate the target to account for inflation while the budget goes up.

So that's one thing.  But what I think Mr. Weaver was speaking to is that it's the alternative.  If you didn't have a target adjustment mechanism, then you would have targets.  And if you had fixed budgets, then effectively the real value of your budgets is going down and it's 
not -- you don't have the budget available to be able to hit a target is the way that I understood what he intended.

I know it was a little bit...


MR. POCH:  No, I understood it the same way.

MR. FERNANDES:  Okay.

MR. POCH:  My point was that aren't your -- in fact aren't the DSM budgets you proposed in your plan going to be, in fact, slightly different.

What you are actually going to be wanting to spend in each year is the budget adjusted for actual inflation, not for the two percent proxy you have done for the sake of illustration.

MR. FERNANDES:  Yes, that's correct.

MR. POCH:  All right.  So that is my point.  That's great, thank you.

Now, just while we're talking about the target adjustment mechanism, if you are able to improve participation in a program or overall in a given year, isn't one effect of a target adjustment mechanism that it basically removes the benefit to you, the company, in terms of the ease with which you can reach your target the next year?  It ups the ante for you, you know.

MR. FERNANDES:  It's symmetrical except for the fact that it has a productivity factor built in.

The company -- I want to be clear, the company doesn't agree that automatic productivity happens in, you know, conservation programming, but it didn't want to re litigate something that the OEB -- sorry, the Ontario Energy Board has already determined in the past.  So we left it in, given that is how we were told from the previous decision to do it.

MR. POCH:  Okay.

MR. FERNANDES:  So there was no adjustment to that.

MR. POCH:  I was leaving aside the productivity factor improvement.  I am saying just the mechanics of the target adjustment mechanism is if you get higher participation in year one, then your target gets bumped up by that factor, by that ratio for year two.

So all of the good work you have done just makes it that much harder for you in future years.  Is that fair?

MR. FERNANDES:  It's symmetrical.  It adjusts for the cost-effectiveness or dollars per cube and applies it to future periods.  So it works -- you know, it's a symmetrical one other than the productivity factor requires it to increase every year.

MR. POCH:  What you are saying is the converse is true as well, that if your performance, your participation is poorer than expected in a given year, you would get the benefit of slightly lower expectations for the following year.  Is that your point about symmetrical?

MR. FERNANDES:  Yes.  Symmetrical.

MR. POCH:  All right.  Now, if the Board were concerned about those features of the target adjustment mechanism mean that you in effect create disincentives to improve program performance, if they were concerned about that and decided to drop the target adjustment mechanism in in this framework, from this framework, are there other framework changes that would be required?

Obviously, we would be setting a target for each of the five years.

MR. FERNANDES:  I think -- what I understood from the other experts -- and I think Mr. Neme and Mr. Weaver spoke about this in varying degrees.  Most of the other jurisdictions that do that -- sorry, and also Optimal Energy.  I apologize.

What I heard and what I understand is the other jurisdictions that do that either have an annual process, a  regulatory process that I think Optimal Energy explicitly talked about it being streamlined, which I can understand that would be, you know, beneficial to everyone, or they simply don't adjust factor.  So they have a deemed value for a period of time for their term.

So you're not seeing some of the other changes that we would historically like having changes in our net-to-gross ratios based on evaluation of those items.

MR. POCH:  Right.

MR. FERNANDES:  I am not sure, Mr. Johnson, was there more that you would like to kick in?

MR. JOHNSON:  No.  I think that -- from my perspective, that would be the most important thing you just referred to there, Mr. Fernandes.

MR. POCH:  So if we -- we have seen once every few years there is a report and net-to-gross factors get adjusted.

But I think what -- am I hearing you correctly?  Are you saying if there was a significant change like that in the middle of the five years for example, then that would be something you would feel you would need to have some expedited mechanism to correct targets for?

MR. JOHNSON:  Yeah.  Maybe actually as you said that, Mr. Poch, maybe I will add a little bit for context.  I think that is a very good example of net-to-gross.  But as Mr. Fernandes indicated, the benefit of the TAM being symmetrical is -- you know, let's say a new technology comes along and makes it much easier for us to achieve results.  We get some new measure and we are able to achieve the things much easier going forward, you know, we would get the benefit of that for one year and then our targets would adjust.

Or conversely, some measure falls out of favour or becomes standard practice and disappears from our measure list and makes it much harder, the target adjustment mechanism keeps the targets basically challenging for the organization, whether that is up or down.

So net-to-gross is just a really good example of that, but I think there can be others as well.

MR. POCH:  Right.  Presumably, some of the things we can do in advance.  You can tie your budget as you have proposed.  You can tie your budget to inflation.  That can be automatic and so on.

MR. JOHNSON:  And we also have proposed certain things that would be adjusted, the targets would be adjusted automatically independent of the target adjustment mechanism because it adjusts within the year.  But again it doesn't capture everything.  There are a lot of things that aren't and the target adjustment mechanism deals with that effectively.

MR. POCH:  So there is a trade off here, yes, fair enough.

MR. FERNANDES:  I wouldn't quite say that.  I think the way you portrayed it, there is no incentive for the company to de-optimize, first off there is, because there is that year, and then you have noted there is the adjustment for the following year.  But the --


MR. POCH:  Oh, I wasn't -- no.  Sorry to interrupt.  I wasn't suggesting there was no incentive for you to optimize.  I am just saying this tends to cut against that, that's all.  Just to be clear.

MR. FERNANDES:  Okay.

MR. POCH:  Right.  Let's turn to the -- some of the shareholder incentive issues.  First of all, I'd like to deal with something -- let me be bold and call it false news.  In several places in the evidence and in the interrogatory responses and as recently as presentation day you suggested that stakeholders -- and specifically Environmental Defence and GEC, who had sponsored Energy Futures Group comments in the earlier framework discussions -- that somehow we had proposed something similar to your net benefits incentive.

I won't give you the list of references.  If we just turn to tab 21(b) of my materials, you will see that the example you referred us to on -- during presentation day, which is page 73 of your compendium, and that is a reproduction of, in turn, of 8 Staff 18, which has a slide that Energy Futures Group presented on behalf of -- sponsored by GEC and Environmental Defence back in 2018.  I see the date on there.

And isn't it clear from that slide that -- which you repeatedly cite, but isn't it clear what we are talking about there, what Energy Futures Group was talking about there, was the need for the benefit of an incentive design and proposed better plans, as opposed to your net benefit incentive, which is -- isn't about that, it is about an incentive for you to perform against a plan that has already been approved?

MR. FERNANDES:  Ms. Adams, do you have the next slide?  Like, can you scroll down?

MR. POCH:  Yeah.  I think I produced them.  They're both there.  If they're not, we can get it for you.  No.  It is not there, but it is in your compendium, I think.

MR. FERNANDES:  I think it --


MR. POCH:  It would be page 74 of your presentation day compendium.  Or the reference is I --


MR. JOHNSON:  Ms. Adams, I would go to the IRs, and it is Exhibit -- or issue 8 Staff 18.

MR. FERNANDES:  Oh, it is right there, I believe.

MR. JOHNSON:  Oh, sorry.

MR. POCH:  There you go.

MR. FERNANDES:  So this is the same slide, but if we scroll down to the next one.

MR. POCH:  All right.  So first of all, starting with the first slide, just so -- there we go, page 73.  Back up a little.  Let's just make sure we're on the same page.  Okay.  Yeah.

You can see there the utilities are incentivized to execute DSM plans well but not to design and develop optimal DSM plans.  That is what I am referring to.

Isn't it clear that there is a distinction there between the net benefits that slide is talking about and the ones in the incentive you have provided?

MR. FERNANDES:  So I understand the position that GEC and Mr. Neme has, but if we follow to the next slide --


MR. POCH:  Sure --


MR. FERNANDES:  If you can move down, Ms. Adams, a little bit.

What the company was referring to, in its understanding when we filed the application, was this was part of the midterm review presentation that was made by Energy Futures Group, and the Ontario Energy Board in the DSM letter asked us to look at the midterm review.

There was two options that were presented.  Option 2 is -- says pay all or a portion of incentives as a growing percentage of net benefits, and it had an illustrative example, and that is exactly the structure that we proposed in the application, and we have noted that it is one-third of the annual net benefits.

MR. POCH:  All right.

MR. FERNANDES:  And I understand where you are going, Mr. Poch, but that slide says, could be implemented now.

MR. POCH:  Yeah.  I think -- I think it --


MR. FERNANDES:  But if it isn't, it should be flagged as a priority issue for the next DSM framework.

So if our interpretation was incorrect, then I will clearly apologize for that.  But our interpretation --


MR. POCH:  Okay.

MR. FERNANDES:  -- was that, you know, this is what we put into our application as part of the governance structure, because we thought it was a good idea, as stated in the presentation day, that that brings the customer view into the portfolio.

MR. POCH:  Yeah, I think what's happened is you read that slide not in the context of it -- that's page 2 
of 2 -- you read it not in the context of the first slide, and so we had an honest misunderstanding here.  But I wanted to be clear that we had not proposed what you are proposing now, nor do we love it.  And indeed, I don't need to turn it up, but at tab 23 we reproduced the current Energy Futures Group, pages 32 and 33, where they make that perfectly clear, that when they say it could be implemented now it is if the Board was to ask you to refile the Board could say, if you come back with a higher target we will -- there is more of a pot for you to chase, and if you come back with a lower target there is less of a pot for you to chase.

And Mr. Neme at the presentation day suggested tying the current level of incentive available to a .6 savings-to-sales ratio, as opposed to your current -- the roughly .4 that you are achieving.

So I just wanted to make that clear and make sure you understood where we're coming from so we don't need to argue about that going forward.

MR. FERNANDES:  I think we clearly understand that, but that wasn't the direction that we were given.  That is a change in direction.

MR. POCH:  Change in direction from, I'm sorry, from what?

MR. FERNANDES:  If the suggestion was to change the direction to the company, it appears that, you know, asking the company to effectively be -- have a higher reward for proposing higher achievement, as we have noted in here, we're budget-constrained.  It is just another way of getting to, you should incent the company to provide a higher budget, and, you know, that's explicitly not what the direction we received was when we were asked to file the application.  So it's --


MR. POCH:  All right.  I think it is a little different.  It's to incent the company to achieve more, to have higher savings targets now.  Of course, that may or may not require more budget.  We appreciate it probably does, but, yes, thank you.

Let me just ask you this then.  If the Board does decide that it would like -- let me ask you.  How do you feel about such a mechanism which says, if you come up with a plan that targets greater savings or lesser savings, that the pot of shareholder incentives available for you grows or shrinks accordingly.  How do you feel about that concept?

MR. FERNANDES:  Without knowing the details, you're asking to speak to hypothetical.  But I don't -- you know, without having more details, I don't see any obvious issues with it.

MR. POCH:  Okay, thank you.

MR. JOHNSON:  Can I -- actually, Mr. Poch, if you don't mind I would just --


MR. POCH:  Yeah.

MR. JOHNSON:  -- like to add.  I do see some challenges with that just in terms of -- and I think maybe this is what Mr. Fernandes is alluding to, is what are those other criteria.  So for example, if it is just do more but don't worry about low-income, don't worry about, you know, breadth and reach of customers, that's one answer versus, are there a whole bunch of other constraints that get added as well.  So it is a bit more complex than that.

MR. POCH:  Sure.  And no one is suggesting that we should abandon some of those constraints.  I appreciate that.

MR. JOHNSON:  I wouldn't assume so.

MR. POCH:  Now, at tab 24 -- let's look at your -- the specifics of your net benefit incentive that you do propose.  And Energy Futures Group observes that it's about 31 percent of your maximum available shareholder incentive.

And if we go on to page 27, the next page down, I believe -- yeah, there we are.  They observe that that would mean that you would begin to be rewarded for TRC-positive savings once you hit just 27 percent of your proposed 2023 targets.  And by the time you get to 2027, you would be getting rewarded -- you would be earning shareholder incentive just for hitting 21 percent of your targets.

Have you had a chance to confirm that math?

MR. FERNANDES:  I'm sorry, Mr. Poch, I didn't know we were requested to confirm that math.

MR. POCH:  I just wonder if that -- does that align with your understanding of how that incentive would work?  And if not, I am happy to take an undertaking.  You can go and get back to us on it.

MR. FERNANDES:  Can we have a quick breakout, please?

MR. POCH:  Of course.

[Witness panel confers]

MR. POCH:  Mr. Chairman, I see I have about 37 minutes left of my allocation.  I know you want to take a break, so maybe it might be convenient to take it now.

MR. JANIGAN:  Yes.  I think when they get back possibly we will take a 15-minute break.  It depends on how long they will be before they get back.  Perhaps we can start it now and why don't we come back at 3:45.

MR. POCH:  Thank you.

MR. JOHNSON:  Mr. Poch, sorry, I know there was just a conversation, but I presume I can answer first and...


MR. JANIGAN:  Okay.  Why don't you answer the question first and then we will take the break.

MR. JOHNSON:  Okay.  Sorry I missed that.  Yes, so we weren't able to confirm exactly, but I would say, you know -- roughly speaking, I would have guessed about a third.  So that number might be a little lower, but it is certainly within the ballpark at which point we would start earning.

I do want to note we would be talking about earning a very small percent of a very small number, so it would be a very small incentive at that point in time.

MR. POCH:  Sure, okay, thank you.

MR. JANIGAN:  Thanks very much, Mr. Johnson.  We will take a 15-minute break now and come back at, let's say, 3:45.  That's fine.
--- Recess taken at 3:33 p.m.
--- On resuming at 3:47 p.m.

MR. JANIGAN:  Mr. Poch, would you please resume your cross-examination.

MR. POCH:  I will, thank you, Mr. Chairman.  We were talking about your net benefits incentive proposal, and we were looking at the Energy Futures Group report at page 27.

And Mr. Neme in that report -- that's at tab 24 -- he goes on to talk about some of the other concerns that he has with that proposal, one of which is that the -- the incentive for the company will vary for reasons beyond your control.  And he gives the example of how it's 59 percent or nearly 2 million higher in 2027 for achieving the same level of savings just because the company forecast that both the gas-avoided costs and carbon taxes will increase substantially over time.

And I assume it could go the other way too, that for reasons beyond your control you could find your incentive lower.

Would you agree that is a bit of a drawback with this kind of a mechanism?  It puts you at risk, changes the incentive for things that really aren't your doing at all?

MR. FERNANDES:  It was intended to align our interests with customers, but I want to question one thing.  I am not clear on what -- on Mr. Neme's submission there.

Like you had done in all of the other items, did he deflate the value there for inflation?  Or is that just a nominal dollar --


MR. POCH:  I honestly don't know, but feel free to ask him when he is on the stand.  That may affect, of course, that number, but the concept that, you know, your incentive changes with factors that are beyond your control, such as those factors.

MR. FERNANDES:  Yes.  And as does the impacts on customers.  So...

MR. POCH:  Sure, okay.  I won't go into details.  One of the other concerns -- he mentioned a couple other concerns.  One is that if your incentive is tied to TRC plus savings, then, you know, well, you know, if the -- if the technical resource manual says that, you know, a particular measure is, you know, two-and-a-half times -- its benefits are two-and-a-half times its costs versus three-and-a-half, it is not too critical, it's going to be cost-effective, but when that can start -- be a significant swing in your incentive, it starts to get controversial, and that is another potential problem with this kind of an incentive.

Do you agree with that?

MR. FERNANDES:  I mean, there's good and bad in virtually everything that has to be balanced.  This is weighted as one-third of the annual, and I think in the past the OEB has had a shared savings mechanism for 100 percent.  So I think just the weighting would kind of mute that concern.  It's -- I wouldn't consider that to be that big a deal, generally speaking, in the broader context that we have.

MR. POCH:  All right.  Let's go on.  I want to talk about the energy performance program.  If you go to tab 25 of our -- again, Energy Futures Group pulled this one out as one of concern, noting that the -- under its proposal the company can earn nearly 20 times as much shareholder incentive per unit of energy savings produced by the energy performance program as it can per unit of energy savings produced by its other commercial sector programs and at a cost that is nearly ten times higher per unit of savings produced.

I don't know if you agree with those numbers or not, but -- well, first of all, do you agree with those numbers?

MR. FERNANDES:  We haven't performed the math.  This is Mr. Neme's evidence, so if -- I mean, one thing I would just note, that I think right from the beginning and including on presentation day, that we were quite explicit that particularly with the commissioner panel and asking them to say that, you know, the weightings of what we've done is important consideration for everyone.

So if -- you know, I would put the absolute dollar figure out there as something that is important at the 100 percent target, I believe is just in the about $66,000 a year, so, you know, if you want to weight that lower, I suggest you just put that in your argument and we can respond to it.

MR. POCH:  No.  In fact, the suggestion I was going to make to you was -- I mean, you can run that same program and just have it as part of your commercial sector savings goals.  It doesn't need a separate incentive, you know, tranche, right?  We can just roll it in with the others, and then there wouldn't be this disparity, and that wouldn't affect how you run the program, would it?

MR. FERNANDES:  We suggested a particular governance model.  The fact that it is called out as a separate program where there is other parties that are quite interested in it, I think they might want to weigh in, Mr. Poch.  You know, we suggested what we suggested, and if you think it could be modified, we understand that there could be modifications.

MR. POCH:  Okay.  All I'm saying is -- I am just asking you the same question.  If it was just simply lumped in with your other commercial programs and subject to that scorecard and incentive structure, you could still run that program.

MR. FERNANDES:  It's not measured the same way.  It is not intended to be measured the same way.  So we could still clearly run the program without having a scorecard at all.  But that is not the intent of the scorecards.

MR. POCH:  We are not suggesting you don't be rewarded for success.  We are just suggesting that you be rewarded on the same basis as your other savings.  Okay.

And with respect to the long-term GHG incentive -- this is at tab 26, Energy Futures Group comments on this and raises a number of concerns.  I just want to flag a couple of them by you.

First of all, you are proposing this be based on gross savings rather than net savings.  Correct?

MR. FERNANDES:  That's correct.  We were explicit.

MR. POCH:  So it's not in fact a measure of GHG savings then, is it?  Because it is counting all the free riders.

MR. FERNANDES:  It is a measure of GHG savings.  If you include the free riders, there's still things that are happening in the province.

MR. POCH:  Yeah.  I am just saying if we're trying to give you an incentive to save GHG, greenhouse gases, it doesn't make sense to incent you for free riders.  Aren't we trying to incent you for incremental savings?

MR. FERNANDES:  Sorry.  The target's been grossed up for the free-ridership rate.  So that doesn't factor in at all, Mr. Poch.

MR. POCH:  All right.  Maybe I am missing something here.  I will leave it and -- excuse me.  One sec.

All right.  Are you saying -- have I misread this completely?  We understood that your greenhouse gas reduction metric was based on the gross savings.  That's what it is going to hinge on.  Have we read that wrong?

MR. FERNANDES:  Correct.  If there was 100 units of net savings and there was a net-to-gross of .5, then there would be 200 units of gross, and whether we measure it from 100 units of net or 200 units of gross, we're measuring the same thing.

So the target's been grossed up.  So it includes -- so it --


MR. POCH:  But if you are rewarded based on gross and your program performance doesn't get you that net-to-gross ratio, then it's not the same thing.

MR. FERNANDES:  We have adjusted for the net-to-gross ratio because a longer-term target over multiple years has many problems with trying to measure it.

We were explicitly asked in the DSM letter to have a target that covered the term, and changes in net-to-gross in various program areas is but one of the many challenges with setting an appropriate target.

So we've grossed up the first-year annual savings and proposed this to be measured on a gross measurement basis in order to avoid some of those challenges.

MR. POCH:  It seems to me it creates an incentive for you to go after free riders -- more free riders than you initially experienced or proposed, but let's move on.

Secondly, that -- you have based this incentive on first-year savings rather than lifetime savings.  Correct?

MR. FERNANDES:  That's how we've proposed measurement to be done, correct.

MR. POCH:  Okay.  So to that extent, it's not a 
true -- an accurate measure of greenhouse gas emission reductions, because some measures are good for five years and some are good for 25 years.  Right?

MR. FERNANDES:  We've noted that we have a very long average measure life within the proposed portfolio.  We have for some time.

MR. POCH:  You have a 16.4 average measure life.  You said that numerous times, but that means some of your measures are shorter-lived and some of your measures are longer-lived.  That is an average, correct?

MR. FERNANDES:  Correct.

MR. POCH:  Okay.

MR. FERNANDES:  And the term proposed is only five years.

MR. POCH:  Right.  And some of them will be shorter than five years.  All I am saying is if we're interested in long-lived greenhouse gas emission reductions, the lifetime of the measure matters.  Agreed?  If that's what we're trying to incent.

MR. FERNANDES:  Mr. Poch, you're talking about one component of what's been proposed.  So we did propose a multi-pronged approach which includes things that incent the company to maintain a long measure life.

MR. POCH:  I understand what you're saying, but I would like you to answer my question.

If you have an incentive that is intended to encourage you to find greenhouse gas emission reductions and it doesn't look at lifetime savings, it is not a good measure of what the actual greenhouse gas emission reduction in your measures will be.

MR. FERNANDES:  I agree in absolute isolation, but you have to put it in proportion to what's actually been proposed.  This is a very small component of the overall governance structure.

MR. POCH:  Okay.  All right, let's move on.  There's a number of concerns with your choice and your shareholding incentives.  A lot of them are tied to first year -- you're going to move from -- in the past framework, we always looked at lifetime savings measures and in this framework, you are talking about a significant portion of your incentives turning on first year savings.

Without getting into the whole debate about that, one of the suggestions -- I think it arose out of Mr. Weaver's testimony -- was that you could -- that in other jurisdictions, they hem-in the expected weighted average measure life as a protection against a disconnection between your incentive and what you are accomplishing in the real world.

So you responded -- Board Staff asked you about this and you responded in JT2.5, which we have reproduced at tab 22, that you would be prepared to commit to a 13.12 year minimum weighted average measure life, which I took it was -- I think you calculated that as 20 percent below your current 16.4 years.  Correct?

MR. FERNANDES:  That's correct.

MR. POCH:  All right.  I guess we're having trouble -- why would you expect that losing up to 20 percent of savings would be an acceptable price to pay for moving to a incentive structure which is basically justified on the basis that it is just a simplification of math?

MR. FERNANDES:  Number one, I don't agree with that at all, Mr. Poch.  We've stated in the evidence and I will clarify now that one of the reasons that we have that is it makes it simpler for a number of parties.

Probably the biggest example would be, you know, we're in negotiations to do collaboration and I think you have noted it is one of the larger programs with Canada Greener Homes.

We would like to get to the point where we have a combined single program facing the customer and that's exactly what the direction from the provincial government is, and we would have an Attribution Agreement that would attribute the policy attributes to between the federal government and Enbridge for the purposes -- and that's what we would be bringing back to the Ontario Energy Board on that basis.

Most other programs don't measure this lifetime metric.  It is actually an impediment for us to be able to have those types of collaborations.

So you can't -- you can't have a single program and have it evaluated on two different bases, it is going to be an administrative burden.

MR. POCH:  Why does your partner, NRCan, care how you value your savings for purposes of getting your incentive awarded by this Board?  Why do they even need to know about it?

You're going to measure participation.  You're going to measure free-ridership.  This is really just a matter of applying the assumptions that are in your technical reference manual about what lifetime -- average lifetime you are applying to that.

Why would they care?  Why would it come up?

MR. FERNANDES:  Sorry.  I disagree with how you are putting that, Mr. Poch.  The program will be evaluated.  The attribution will determine what portion of the evaluated program would go to each party.

MR. POCH:  Sure.

MR. FERNANDES:  So the parties have to agree on the measurement of the program so that it can be evaluated on that basis.

MR. POCH:  You can -- you can allocate between the parties on whatever basis you agree to.  But how much you get rewarded for your share by this Board and by ratepayers could be calculated on whatever -- whatever basis.  I don't even know why you needs to disclose that.

I guess I really don't understand your point.  Do you have anything further to add?

MR. FERNANDES:  We need to set a basis of measurement for the program in order for it to be evaluated.  That is one of the primary things that you give to the evaluation contractor as a basis much measurement.  The attribution happens after.

MR. POCH:  We will agree to disagree on that one.  I want to briefly turn to this question of collaboration, in particular with the Greener Homes Program.  And you provided an update at page 29 of our materials.  We've reproduced the slide that you provided.

I am just trying to understand what it means.  The middle bullet there says -- seems to indicate that NRCan's program requirements and rebates can't be altered.

Does that mean you can't -- your understanding is that you can't increase incentives for the measures that NRCan incents?

MR. FERNANDES:  I think I will try and answer that question because it is still up under negotiations.  Number one, it is not finalized, and then I will let Ms. Moore kind of fill in because she will probably have better details.

What we're trying to express is a general agreement that NRCan has announced the program across Canada.  We have our program in market as well, and so we have two overlapping programs that are in the Ontario market that function more or less, you know, extremely similarly and they're targeting some overlapping of common customers or constituents.

And the principle we're trying to operate under, which is actually quite complicated in practice, is we don't want any of those constituents or customers to be seen as having something taken away from them, at least as much as possible.

So you know, I think someone said the do no harm principle previously.  That's first and foremost is we want to make sure that the market sees it as being beneficial.  It doesn't mean we can't have higher incentives and part of this is complicated by the fact that the constituents or customers that we're targeting don't a hundred percent overlap.

So the Canada Greener Homes Program is owner occupied and our program allows for non-owned residences, and there is a number of items like that.

So we need to agree on a common rebate level and then figure out how it gets funded and attributed.  And we are going to try to make sure that, you know, the vast majority of people who would go through either of the programs will not have anything taken away.

There should be some portion that get higher rebate levels than they would have gotten otherwise, and then there should also be a broader reach in terms of there's more participants.

So that -- Ms. Moore, did you want to add to that because I know it is a pretty complicated thing and you know the details.

MS. MOORE:  It is.  So in terms of this bullet, one of the key elements to express here is that the requirements of the Canada Greener Home Grant are fully what we expect to be what we're operating under, under combined program offering and I believe GEC had put this forward as well, in that it doesn't - it's not logical for the government to have an adjusted program for each province.

So when I think about things like the criteria for categories of insulation or those types of things, we expect to align with the Federal Greener Home Grant program offering.

In terms of the ultimate structure of the program offering and the budget on different elements, clearly the company will need to thoughtfully consider how we structure this to optimize energy savings and participation, within the overall budget of both parties for residential homeowners, just as Enbridge would, you know, seek to optimize participation within its DSM budget.

So, you know, simply put, we're going to be looking at like what's the ultimate approach that will be optimal to get the most savings within the overall budget envelope within the time period that we are in this collaboration.

With respect to considerations like rebate enhancements, I should qualify here we haven't worked through an agreement with NRCan, but from an illustrative standpoint there are many things that we'll need to take into account, and one of those would be the experience of the Greener Home Grant program, in terms of the actual costs.

They've seen in participation to date as that program approaches, you know, a milestone of its first year in market versus what was projected by the government in setting the budget over the term to 2027 for Ontario, you know, as we all know, program experience can often deviate from projections, particularly for a new offer like this.

So the experience of the Greener Home Grant program will be considered in tandem with Enbridge's experience, inclusive of our experience from our past partnership with the provincial government, and we'll also take into account, you know, the degree to which financial barriers persist in relation to factors like incremental cost and associated uptake of measures versus other barriers for the offer like awareness.

So there will be many, many things, Mr. Poch, that we'll need to take into account when we're designing this combined offer to optimally serve the needs of Ontario energy consumers.

MR. POCH:  I appreciate we're -- it is early days for this and we don't have all the details.  We were just concerned when we saw that that if you can't up the incentives beyond what NRCan is offering for a given measure across the country, then in effect, you know, it is all free-ridership from our perspective.

MS. MOORE:  Well, if I could respond to that.

MR. POCH:  Sure.

MS. MOORE:  I think there are -- I think it is important to recognize that there are many benefits from a collaboration.  You know, rebate levels could be one of them.  But there are other concrete things that impact participation in a partnership like this, other than solely the rebates.

So if I think about aspects like, you know, streamlining participation for homeowners through a one-window approach, which, you know, provides rebates to all fuel types, and through a single portal, to really simplify participation for the residential market, simplify things for delivery agents, simplify things for contractors who may be referring into the offer, you know, you avoid homeowners thinking this is too complicated and, you know, I'm just not going to proceed at this time.

There are other aspects like, as Mr. Fernandes alluded to, you know, access for all homes in Ontario.  So when I think about properties that may not be the primary residence, they may be tenanted properties, we wouldn't want to exclude those types of opportunities that are currently eligible under the Enbridge program from access to financial incentives under this combined program.

When I think about aspects like leveraging Enbridge's, you know, long-standing experience in delivering a Whole Home offer, inclusive of, you know, things like the sustained demand that our program has provided for energy assessments in Ontario and the capacity that that has created with registered energy advisors in the province to deliver the federal program, we've been in market for ten years now on a sustained basis and have really built, you know, a lot of expertise in this area, and have really efficient processes that have been established.

So when I think about things like timely rebate payment, for example, Mr. Poch, that's something that Enbridge has optimized over time.  We typically see our homeowners getting their cheque cut, you know, within a month of the auditor submitting the post-assessment to Enbridge.

So the timely rebate payment, it just has, by way of example, has a strong positive halo effect for homeowner satisfaction and stated, you know, experience with the program, and that has concrete benefits aside from just the efficiencies of our process improvements internally, it has concrete benefits in terms of their ability to be advocates for our program and have positive word of mouth with their network, neighbours, and friends, which we do find be a key referral source into our offering.

So there are many, many aspects of this collaboration that will benefit from Enbridge's experience, not the least of which being our significant experience with marketing this offer to the market, you know, building on lessons learned over time and how we're targeting potential participants, how we're messaging the channels that we're using to enhance our participation.

There are really many aspects here that will be beneficial in a joint collaboration, and I think that that's been really recognized by the federal government, but also the provincial government in their letter of support for this collaboration.

MR. POCH:  Okay.  Well, I certainly didn't want to suggest that collaboration is a bad idea.  You know, and a single point of contact for customers obviously has great advantage.  We were just concerned that some of the constraints here are going to mean that you're going to have to come back to the Board for some realignment of your -- some significant realignment here of your -- perhaps your targets, of your -- maybe your incentives, certainly the allocation -- the Attribution Agreement is going do be something of concern to the Board.  We're going to have to deal with this.  We're going to have to wrestle with this once the facts are known.  We can't really know that today.  Is that fair?

MR. FERNANDES:  I don't think that is fair at all, Mr. Poch.

MR. POCH:  Okay.

MR. FERNANDES:  I don't think we have asked the Board to improve our incentive levels.  We've stated quite clearly as a program administrator that we change those over time.

We have provided what we do today, and that's consistent with what the Board said in the past about not micro-managing the utility as a program administrator, which would have more costs than benefits.

MR. POCH:  I wasn't -- I might have misspoke myself, but what I am suggesting is, this is really -- right now it is a pig in a poke.  We don't know what we're dealing with here.  We don't know how dramatically this may change things, and it may require some rule changes, and I think you have agreed that you are going to -- that you are going to have to keep the Board informed about this and the parties and be open to revisiting some of the framework if necessary --


MR. FERNANDES:  I don't think that's -- you have misread that.

MR. POCH:  All right.

MR. FERNANDES:  What we said was that it is untenable for us to be expected to collaborate and then not have approvals for the programs that we're expected to collaborate on, and we also said that if this had happened a year ago in the past or a year in the future that we would have had our approvals.  It would have been in the middle of the term and we would have come and updated the Board as appropriate.

So we have been asked directly from the provincial government to enter into this negotiation, and we are, and when we have a finalized agreement we will update the Board as appropriate at that point in time.

MR. POCH:  All right.  I have your evidence on that.

And I just had one final small matter.  Tab 1 of our materials is 3 SEC.4.  And this was just about the relevant executive compensation incentives that are available.

And referring to the VP of business development, which I take it this -- DSM falls under his bailiwick?  Or hers?

MR. FERNANDES:  Her.  Yes.

MR. POCH:  Yes.  And one of the -- one of the bases for executive compensation there is that the DSM plan preserved growth opportunities, including in non-pipe alternatives.  I just wanted to understand what that phrase referred to.

MR. FERNANDES:  So to clarify, I believe this was an annual goal statement.  It is not -- I am not certain that it is directly tied to executive compensation.

MR. POCH:  Okay.

MR. FERNANDES:  So let's make sure it is goals for the year is how I read it.  And it is for 2021.

So can you help me understand what you are looking for clarification on?

MR. POCH:  Well, I just assumed it is still in place or something similar is still in place, whether it's actually --


MR. FERNANDES:  These get updated every year, so that wouldn't still be in place.

MR. POCH:  Oh, okay.  I just wondered what that phrase referred to, that's all, "preserve growth opportunities".

MR. FERNANDES:  So again, the context was from 2021 calendar year.  So we do go by calendar years.  And this is an executive level that, you know, in order to summarize it and put it down, it includes quite a number of areas.

At that point in time, we had not filed our application.  We had barely been given the DSM letter, in terms of the direction that we were heading down, and I believe the company was in the middle of the IRP framework proceeding.

So there was a number of parties that, including the DSM letter, that had not clarified the distinction between IRP and DSM at the time.  And you know, subsequent to this, we did receive the Ontario Energy Board decision on the IRP framework and it agreed with what we -- you know, subsequent to this being written down, what we had filed in this DSM plan, which is saying they're distinct and separate things.

So I am not sure what to clarify that is relevant.

MR. POCH:  Well, maybe you are reading much more into my question.  I just read it and it said that the executive was asked to oversee the approval of an IRP framework and internal approval of a next general DSM plan, that preserve growth opportunities -- preserve growth, in what is what I was asking really.

MR. FERNANDES:  I think we would assume that that would be modest growth.

MR. POCH:  So you're saying the growth there is growth in the DSM efforts?

MR. FERNANDES:  What I am saying is if we go back to the context of when this was written, IRP and DSM are conflated in the statement.

MR. POCH:  Yes.

MR. FERNANDES:  And they're no longer conflated.  But it was referring to the fact that we want to preserve and grow, and that's typical corporate speak, you know --


MR. POCH:  I just didn't know what you were trying to preserve and grow there.  Are you trying to preserve and grow, you know, the company or DSM in particular?  Or DSM and IRP, or what?  It just wasn't clear for me.

That's all.  I think we're spending too much time on this.  I can see we're not getting anywhere, so I am going to stop there, Mr. Chairman.  Those are all of my questions, thank you.

MR. JANIGAN:  Thank you very much, Mr. Poch.  I think we will take one more panel, questions from one more party for the panel, and this would be from Michael Buonaguro, Ontario Greenhouse Vegetable Growers.
Cross-Examination by Mr. Buonaguro:

MR. JANIGAN:  I finally got that right.

MR. BUONAGURO:  Good.  So I don't have to, thank you.  If you see me looking up, it is because I have everybody on a screen in front of me and not on my computer, so I might look up.

Can the panel tell me how long I am going?

MR. JANIGAN:  You can go until you stop, I think.  Unless you've got more time than you have listed here.

MR. BUONAGURO:  The schedule says stop at 4:30.  I just want to make sure whether that was a hard stop or not.  That's all.

MR. JANIGAN:  No.  You can continue.

MR. BUONAGURO:  Thank you.  Good afternoon, panel.  My name is Michael Buonaguro, and I am counsel for the Ontario Greenhouse Vegetable Growers.  If I have to say it again, I will refer to the acronym if the panel doesn't mind.

And I will try to be quick.  I think the first thing I have to do is get an exhibit number for the compendium that we filed yesterday.

MR. MURRAY:  Yes.  That will be Exhibit K2.5.
EXHIBIT NO. K2.5:  OGVG COMPENDIUM FOR PANEL 2


MR. BUONAGURO:  Thank you.  And tab 5, the fifth -- sorry, the eighth tab -- sorry, the seventh tab in that is a document that I distributed last week.  It is labelled Exhibit I.5.EGI.GEC.5, attachment 1-OGVG, annotated.

It is obviously an IR that was filed by Enbridge and I have just added some annotations.  I didn't add any new evidence on it.  But perhaps just to be safe, we can get an exhibit number for that as well.

MR. MURRAY:  That will be Exhibit K2.6.
EXHIBIT NO. K2.6:  DOCUMENT ENTITLED "EXHIBIT I.5.EGI.GEC.5, ATTACHMENT 1-OGVG, ANNOTATED."


MR. BUONAGURO:  Thank you.  I distributed an Excel form, but for the purposes of cross-examination, I think this PDF would be fine.

And I will try to do the fast version of my cross, so I will ask you to take some things subject to check.  You will note that I included the section on the industrial program in my compendium, Exhibit E, tab 1 schedule 5.  A lot of the information is in there any way so if we need to go it, we can.

Generally speaking, as you know the constituents of OGVG are greenhouse operations.  Greenhouse operations are defined as an industrial undertaking by Enbridge as part of the DSM program, and therefore partake in DSM through the industrial program.

And many if not most greenhouse operations that are connected to the system are contract rate customers.  And lastly, and it is mentioned again in this evidence, the agricultural customers including the greenhouse customers from Enbridge's point of view it seems are avid partakers or avid individual participants in DSM.  Is that all a fair representation of the evidence?

MR. GROCHMAL:  Yes, thanks, Mr. Buonaguro.  I can take that one.  Sorry, maybe just to parse it, it is getting late in the day here.  No worry, it's okay.

I think the first thing you said about them being as if you are asking about your constituents.

MR. BUONAGURO:  Greenhouses.

MR. GROCHMAL:  I think a lot of them do participate typically in the industrial custom program, I would agree with that.

Greenhouses are avid partakers in DSM.  I would say as a general statement compared to the other sub-segment that say that is also a fair statement.  Did I miss anything else?

MR. BUONAGURO:  That many if not most are contract rate customers.

MR. GROCHMAL:  I would say we have many contract rate customers that are vegetable growers.  I don't know if that's true in its entirety.  I have to think we probably have some greenhouse operators that are general service, but I don't know for sure.  I would have to find out.

MR. BUONAGURO:  I think that is true.  I am focussing for the purpose of cross-examination on the contract rate customers.  I just wanted to make sure I wasn't out to lunch on that in terms of my constituency.  Thank you.

Then I think the last part was that they -- because of all of that, they take part through the industrial program, which I think is again part of the evidence.

MR. GROCHMAL:  Yes.

MR. BUONAGURO:  Now, if I can take -- provide some context in terms of the contract rate customers, which is the type of customer I am most interested in.  I am going to take you to Exhibit JT2.1, which is an undertaking that Enbridge provided to me.  In particular, I am looking at table 2 which is on page 2 of 5 of that.

And this was just a very current breakdown of the average number of contract customers by rate class based on January 2022 month end, and you can see I have highlighted the total there of 1,078.

Can you take it, subject to check, that if I remove from that list the customers that don't partake in DSM -- so for example, I believe, rate 200 and 300 and 315 are not DSM customers, and if I take it out other customer classes like T2 and rate 100 which partake in DSM through the industrial direct program, the remainder -- I've got a remainder of 956 that would participate in DSM through the commercial and industrial programs.

Can you take that subject to check, 956?

MR. GROCHMAL:  Yes.  That seems reasonable.

MR. BUONAGURO:  Yes.  And I am just looking for scale.  So when I refer to this number, I am thinking there is just under a thousand customers we're dealing with when we're talking about contract rate customers that are in DSM other than the industrial direct program.

So with that, we're talking about just under a thousand customers that I am interested in.

Now, if we can go to the Exhibit I.5.EGI.GEC 5, attachment 1, OGVG annotated part.  I have already forgotten what the exhibit number I was given, but it is in the book.

This is an interrogatory response that you gave to GEC and it was refer -- I referred to it in one of my interrogatories as part of an answer I was asking for.  You can see what I have done there is I have highlighted in green the classes that I am interested in because those are the ones that participate in the industrial and commercial programs for DSM.  The yellow ones, as far as I can tell, don't participate in DSM.  And the orange ones are a part of the direct industrial direct program.

And you can see at the bottom what I did was annotated it to get a sense of what the unique participant numbers were per year over the last six years, or five or six years.  And looking at that, for example in 2015 there is about 234 unique contract participants in DSM.  Is that a fair statement?

MR. GROCHMAL:  Yes.  Unique to that year, yes.

MR. BUONAGURO:  Right.  And so if you go along the years it goes down to 201 in 2016, up to 229 in 2017, the next year is 2018.  It seems to be about -- not as good a year for unique participants, but if you go through the historicals, it is in and around between two and three hundred participants per year?  That is about how many unique participants you get in the contract rate classes per year, in that range?

MR. GROCHMAL:  Sorry, are you looking for confirmation on that, Mr. Buonaguro?

MR. BUONAGURO:  Right.  Just in terms of how many people, how many contract rate customers, are doing projects on an annual basis, and based on this -- and it is somewhere in the order of 200 to 300 per year based on the historicals.

MR. GROCHMAL:  I will admit I have not reviewed this compendium in detail.  Maybe if we could just take a second here.  I am following the numbers you're referring to.  Maybe if you --


MR. BUONAGURO:  Right.

MR. GROCHMAL:  -- go to the page I could just have a glance at --


MR. BUONAGURO:  Sure.  Go ahead.

MR. GROCHMAL:  So Ms. Adams, if you would flip to the next page, please, assuming it continues.

MR. BUONAGURO:  I will point out the numbers.  If you go to the page.  I had a little problem with the PDF, but if you go to the next page.  So you will see 194 in 2019, 165 in 2020.

So, I mean, it bounces around in the high 200s to the mid to high 100 in terms of actual participants.  Can you take that subject to check?

MR. GROCHMAL:  I follow you so far.

MR. BUONAGURO:  Right --


MR. GROCHMAL:  Go ahead.

MR. BUONAGURO:  -- thank you.  So that number is different than the number of projects, because my understanding is that a particular customer might actually undertake multiple projects in a year, so the project numbers in the year might be higher?

MR. GROCHMAL:  That's fair.  That's common that we do have customers that do multiple projects in the course of a year.

MR. BUONAGURO:  Thank you.  And so you will see, actually, on this page you will see I have highlighted red, number of unique participants, which is the same as the previous years.

If you go over to the next page you will see we have highlighted again in red for 2022 the number of unique participants as well, for 2022.  And then you switch to the number of projects units in '23, '24, and beyond, and I highlight that because I suspect that the -- that is a misnomer in 2021 and 2022, because my understanding is that when this was prepared this was a forecast, and when you forecast these numbers you don't forecast them on the basis of participants, you forecast it as the number of projects.

Is that possible, that 2021 and 2022 are actually number of projects/units and not unique participants?

MR. GROCHMAL:  Yeah.  Maybe Mr. Johnson can confirm, because I don't believe 2022 is even forecast.  Go ahead, Mr. Johnson.

MR. JOHNSON:  Yeah.  That's a good question.  I will have to take that away and get back to you.

MR. BUONAGURO:  Okay.

MR. JOHNSON:  I would think 2021 would actually be number of projects, because we would have at least had draft results for that, but it is a good point for 2022.

MR. BUONAGURO:  If you can go back to 2021, go back a page, so page 46 of the compendium, just to take a look at 2021.

Now, 2021, if you look at the number of participants 

-- sorry, it is labelled number of unique participants, but it is 354, which is similar to 2022, and more than double the number of unique participants in 2020.

So that is part of what made me think, unless you were doubling, you know, doubling everything that year, it seemed to me that that is probably projects.  But maybe that is part of an undertaking, to confirm the facts around the 2021 and 2022 number of unique participants versus projects units in this exhibit.

Is that a fair undertaking?

MR. JOHNSON:  Yeah.  We can undertake to -- I can undertake to confirm that.  If possible, while you guys continue to talk, I am just pulling up the Excel sheet, because this could be one of the ones where -- no, actually, it doesn't look like it -- where some of the notes were only in the Excel, but that doesn't appear to be the case, so, yes, we can undertake to confirm that.

MR. BUONAGURO:  Okay.

MR. MURRAY:  That will be Undertaking J2.5. 
UNDERTAKING NO. J2.5:  TO CONFIRM THE FACTS AROUND THE 2021 AND 2022 NUMBER OF UNIQUE PARTICIPANTS VERSUS PROJECTS UNITS IN THIS EXHIBIT.

MR. BUONAGURO:  Thank you for that.  And the reason it is important is I am trying to get a handle, relative to the thousand customers we're talking about -- we have been talking about the contract rate classes -- how quickly your program historically and going forward could engage all of those customers.

So if we're looking at -- and I didn't do an average, but if we are looking at, you know, something around the 200 customers or 200 unique customers per year number in 2017, '18, '19, '20-ish, then we're looking at a rate of about -- you know, each customer could in theory be engaged by the DSM program every five years, and if in 2021 that is double, now you are touching -- you could in fact touch every customer once every three years.

And then if you go over to 2024 -- or, sorry, 2023, I should say, so the next page, and you look at the number of projects units, assuming 2022 for the moment is project units of 371, and that's doubling in 2023, you know, maybe you're getting closer to 400 particular unique participants per year, which means you would actually -- in theory it could be going through almost all of your contract rate customers every two or three years.  Is that fair?  Assuming that each customer was doing one project or only one or two projects and not simply being engaged every year and being the same unique participants every year.

MR. JOHNSON:  Yeah.  I think if you look to your original undertaking, you also asked for a number of repeat customers, and I think that is what you're getting at, which is that there are some customers that are unique the following year and some customers that are repeat the following year.

So if I understand your question, you're saying if they were always unique going forward?

MR. BUONAGURO:  Right.  If they were always unique going forward at least less -- or more weighted towards unique every year.  So instead of customers doing -- well, I am just saying that if -- there seems to be a capacity to go through all of your customers at least once every two to three years, even on the budget that you are proposing.

Now, there is a separate question that you are pointing out, which is that -- if we can go to that interrogatory response.  It might be useful.  It is actually the undertaking.

MR. JOHNSON:  Yeah, it is in the undertaking --


MR. BUONAGURO:  Yeah, so most -- sorry for that.  I'm sorry for interrupting, but if you go to Exhibit JT2.1, that is the most up-to-date version of the tables you are talking about.

If you go to table 4.  So table 4, I asked DSM participants by rate class from 2015 to 2021 more than once. And the number was 484.  So again, of that around 1,000, almost 50 percent of your customers have been participants or flagged as participants more than once, which is probably a good thing.  That means that they're getting DSM and they're coming back for more.  That's great.  But if you go to table 5, over that same period, using again the 1,000 base number of customers, 369 of them as of right now haven't participated at all.

And in this case we're talking about contract rate customers in the commercial industrial classes who I would assume -- and perhaps you can confirm -- are mostly participating in the industrial custom and the commercial custom offerings.  Is that fair?

MR. GROCHMAL:  That would be the primary way in which we would target them, Mr. Buonaguro.  And I might just add, if I understand the math in this updated undertaking, you said kind of roughly let's say 1,000 total contract rate customers, which I think you established --


MR. BUONAGURO:  Yeah.

MR. GROCHMAL:  -- 369 of them have not participated.  It does mean actually that you have got over 70 percent participation in the contract rate market.  I just want to identify that.  I think that is pretty good participation rate, and we certainly intend to do better.

MR. BUONAGURO:  Yes.  That is perfectly fair.  I appreciate that.  And I want to be clear that, you know, in terms of the previous table, I am not complaining that there are 484 that are participating multiple times, and I recognize that you have around -- if you actually go to table 3, it actually tells you the number that actually participated at least once, and that is the 624.  So that is about 60-something percent, 62 percent or so.  That is good.

My concern -- my concern is what's happening with the 369 that haven't participated at all and what are you doing to make sure they participate, and I can -- part of the concern is the nature of the commercial and industrial custom offerings, which I think is the driver behind much of this participation numbers.  My understanding is it starts with interaction with an energy -- I have forgotten the acronym.  I know it is ESA, but I can't remember what it stands for.

MR. GROCHMAL:  We can just call it energy advisor, if that helps.  We can shorten it.

MR. BUONAGURO:  Yes.  The energy advisor.  And one-on-one contact.  And this is all through your main evidence.  It is one-on-one contact with an actual advisor.  That advisor maintains a relationship over several years.  This is probably why a lot of customers are coming back for more than once for DSM, because that energy advisor is helping them with energy audits and identifying opportunities and coming up with multiple projects.

That's all good.  But it is so good that the fact that there's still over 300 -- or 369, according to this evidence -- contract rate customers across all contract rate classes that haven't participated yet, it would be of some concern.

So maybe I will give you an opportunity to just talk about -- you mentioned this in general terms throughout the evidence about targeting these customers and trying to get more participation, for people who haven't participated previously.

Maybe you can talk about what you are going to do to reach those customers.

MR. GROCHMAL:  For sure, Mr. Buonaguro, thanks for the question.

I guess maybe just a couple of things to start off with.  Number one is, you know, in our view, we do engage all of the contract rate customers or we attempt to engage all of contract rate customers.  We are proactive in our outreach through energy advisors.

That's fundamentally how those types of customers become aware of the program.  And we strive to have, you know, the relationships that we speak of in evidence.

So I would say when it comes to, you know, the capacities there, the desire to engage there is.  The challenge is we can't seem to get every one of them over the goal line to do projects.  And I am not frankly sure that is even realistic, that a hundred percent participation is realistic.

Customers face barriers in -- you know, our job is to influence them.  But we influence, but we don't -- sometimes it is not enough and, you know, we've spoken in the evidence about the barriers these customers face and for sure as we continue to improve the program -- I mean the point of improvements is finding ways to better adjust the barriers faced by the customers.

But customers as you know including, you know, your constituents have various reasons for participating or not participating.  I think a pretty good example in the last couple of years has been COVID.  We have seen the impacts of that.  I'd say -- I don't want to say acutely, but it has been felt in particular with manufacturing where we see customers, you know, redirecting their spending focusing resources on pandemic measures.  We see them impacted by, you know, supply chain issues, you know, having to curtail production because of a lack of raw materials or using subcontractors available to do projects.

Those are things that are even beyond the control of I'd say the DSM.  So, you know, we proactively help them identify and quantify opportunities making the business case and they know what to spends their money on.

I would say one of the things we're doing that we point out in evidence going forward is we are increasing incentive rates.  I mean that is -- that feels like an obvious one.  It is one where we have to work within our means, but we have pointed out that we're increasing, I think -- you know, we're increasing incentive rates I would say on balance.  I think it is 10 to 15 percent.

It's weighted higher towards smaller-sized projects, you know, with the intent to engage more customers, which should I think help towards the end you speak of.

And we have increased our budget for limited time offers, which again we use on a targeted basis to try to drive uptake.

So we're also proposing to add to our resource base because we know that our technical support is a major part of how we have influence and how we engage with customers so we can have as many high-touch relationships as we can and that depends on having enough feet on the street, so to speak.

So hopefully that gives you a bit of an idea, Mr. Buonaguro, on how we intend to further improve the program and increase the participation among contract rate customers.

MR. BUONAGURO:  Thank you for that.  If I can go back to the spreadsheet tab, so this is page 44 in the compendium.

You'll see I have question marks in my bottom, so I didn't add evidence.  I just added a placeholder for evidence I wouldn't mind getting and I mentioned it in the e-mail setting this out.

But in this case, again I am most interested in the custom programs.  And in this case, I was talking about the industrial custom program specifically because green houses, that's how greenhouses participate in DSM through the industrial program.

But then it occurred to me I was being somewhat narrow in my focus, because obviously there are at least some customers in the contract rate customers, is that right?

MR. GROCHMAL:  Yes.  I think it depends how you define it.  Commercial in a sense like institutional-type customers, universities, hospitals, that sort of thing.

MR. BUONAGURO:  Right.  They would participate through the commercial custom, so I mean if I were to only get -- what I am looking for here is how many industrial custom participants there were per year versus the total number.  So for example, if we look at 2015 as an example, the evidence indicates there were 234 unique participants in the contract rate customers -- contract rate classes that I am interested in.

I know that in total, the industrial custom projects for the year from I.5.EGI.GEC.6, attachment 1, there's 309 unique participants.

So presumably 234 is either a subset of that and the rest are in the general rate classes, or the 309 might be all in the contract rate classes, but there's multiple projects being attributed to one unique participant, for example.  I don't know.

So I was trying to get a sense of how many unique participants from the contract rate classes in each year were doing industrial custom.  And then on top of that, which isn't here, I would like to know the same thing for the commercial customers, basically to get an idea on an annual basis how many -- how many contract rate customers are engaged in their custom program.  Is that something I can get?

MR. JOHNSON:  Sorry, you covered a lot of ground there and I think you lost me.

MR. BUONAGURO:  Go ahead.

MR. JOHNSON:  Perhaps I could just clarify.  For sure to answer your question, there are industrial customers in the contract rate classes.  I am more -- sorry, in the general classes, so I am more familiar with the legacy Enbridge.  Rate 6 actually spans -- it is a function of load profile, so it spans very large ranges in terms of consumption up to -- you know, there is some very large industrial customers who could be in the Rate 6 class.

So that might answer your question in terms of why you were surprised about those numbers.

But in terms of what number you are actually looking for, you will have to clarify that.  I didn't follow it.

MR. BUONAGURO:  Sure.  So I will give an example.  For rates, we will use rate 110 for 2015.  It shows a number of unique participants, 56.

MR. JOHNSON:  Yes.

MR. BUONAGURO:  I would like to know how many of those were either in the industrial custom program or the commercial custom program, because I am interested in participation in custom programs as a type of program.

MR. JOHNSON:  Okay.  And to be clear, you would want those separated?  Like in other words, the number of projects that were commercial custom or industrial custom.  Or you want them separated by commercial and industrial, which would be more difficult.

MR. BUONAGURO:  If it is significantly more difficult, I am okay with just custom for the purposes of this.

MR. JOHNSON:  What I can tell you off the top of my head, it depends on how accurate you need this, the vast majority in the contract rate classes will be custom.  There may be some prescriptive, but the vast majority would be custom.  If that is sufficient for you, otherwise we can undertake to provide the value on a -- I will say on a best efforts basis.  I am just trying to think if there are any challenges.

MR. BUONAGURO: I had assumed that it was the vast majority, but I know it is not absolute.

If you could check.  I mean, maybe you can give me, if we can go to a particular year.  So maybe we can go to the last year of actuals and give me one year, just so I have a sense of what you mean by vast majority and that would be sufficient.  You don't have to did it for every year.

I would like to be able to say in a statement that most if not all will be custom.  It will vary a little bit each year anyway, so I am fine with that.  I just want to make sure that is a true statement, that it is almost all, if not all.

MR. JOHNSON:  I definitely wouldn't say all, but because again there will be some prescriptive in there and in fairness, you're right.  I don't know how much, so we can undertake that.

MR. BUONAGURO:  Sure.  So is it easy to do it for the whole chart?  Or pick one year near the end?

MR. JOHNSON:  How about this?  We will start with 2020.  If it's the vast majority as we kind of expect, hopefully that answers your question.  If it is less, then we will see if 2020 was a anomaly -- if it was.

MR. BUONAGURO:  Why don't we do 2020 and 2016 just to get a sense of variations, the two years.

MR. JOHNSON:  Okay.

MR. BUONAGURO:  Is that a fair -- we have negotiated.

MR. JOHNSON:  Again, I will say I will take it on a best efforts basis because I am trying to think through if there are some challenges, because again our rate classes and customer types don't always line up.  It is sometimes a   fair bit of work to try to get those to align.

MR. BUONAGURO:  Right.  Thank you.  If we can get an undertaking number for that?

MR. MURRAY:  I believe that is undertaking J 2.6.
UNDERTAKING NO. J2.6:  TO PROVIDE THE DATA FOR THE REQUESTED FIELDS IN THE TABLE AT TAB 5 OF EXHIBIT K2.5


MR. BUONAGURO:  Thank you.  So I am running out of time.  But it's been very useful.  Thank you.

I will go briefly to Exhibit JT2.3.  And so -- and I won't go through all of the evidence references I had for this.  But essentially, in the first set of interrogatory responses that you provided to me, I had asked for basically an accounting for why customers are not participating in the contract rate custom classes.

Part of your answer was, well, we have a lot of customers to deal with, but we can give you four basic reasons.  The first reason was funding, that customers didn't have funding, for whatever reason.

And then I -- we engaged in the -- in the technical conference and the conversation about financing through Enbridge, and so you provided this undertaking, and you looked into it for me, so thank you for that.

Basically, you said in this response that you don't believe that it's appropriate for Enbridge to provide financing, and then I have highlighted the part that says:

"There are numerous customer financing options available in the market today and as such the availability of financing is not considered a barrier for contract rate participation in the DSM programs."

So I am not going to pursue this idea of Enbridge doing financing, but I did think it was worth talking about, and this is not a topic that hasn't come up before, so I think actually Mr. Elson brought it up during the technical conference, I think more in the context of residential-related applications, but it is possible, my understanding, for third-party finance companies to finance on the Enbridge bill, for example, that's a service that you actually provide, and I don't know if you are actually doing it, but in theory you could.

MR. FERNANDES:  Sorry.  We provide a -- effectively, a billing service.  So if there is a financing company that is going to provide the financing, they would be able to sign up meeting all of the criteria to utilize the Enbridge billing system.

MR. BUONAGURO:  All right.  And so -- and it is the last -- I think I am the last person of the day, and so I will take some liberties about something entertaining.

When I go buy a car, I invariably am offered financing for that car, and the dealership is entered into a partnership or an agreement with one or more banks to provide very cheap financing for my purchase, and it's very quick and efficient and, you know, I pay -- I pay my financing to that third party, not necessarily through the dealership, but it is done very automatically, and it becomes very easy to buy a car through financing.

And I am wondering why that isn't happening in the context of DSM, particularly when DSM, when you invest -- when the upfront investment is made there's immediate savings on the bill for the customer, and if you combine that with the fact that you could actually include the financing on the Enbridge bill, the financing costs, whatever it is, would be notionally paid off by the gas savings on the bill.  It would be almost -- it would be almost unnoticed by the customer.

I am just curious why that hasn't become a thing for Enbridge, for example.

MR. FERNANDES:  I think we could speak to a high level on this one, and we don't necessarily have the people on the panel with the history from the company.

I think similar things have been suggested in other proceedings with respect to the on-bill service that the company provides.  I think it's been determined that the utility is not a financing company, and then I think in the illustrative example that you have there, I can understand your point.

With a vehicle, though we're not selling the vehicle, the equipment and other things are done through -- you know, are sold through other parties.  So if someone is installing a piece of equipment or they're doing a building envelope improvement, we're not actually installing that.  We're providing incentives for them to do those activities.

So we're not connected with financing the activities that the customer must undertake.  We're trying to incent them to do the activities.

MR. BUONAGURO:  So -- and fair enough.  And I am moving beyond this example, which is Enbridge doing the financing.  I am saying, I approach you for DSM.  You provide the DSM.  I have an upfront capital contribution to make as part of the project, whatever the project is, particularly for the custom projects and the contract classes.

Let's say -- I'm going to pick it out of the air -- the payback period for a particular project is five years.  You have partnered with a bank -- I won't name one -- or multiple banks who are chomping at the bit to lend money to me because they know that they can recover their costs through the bill and it would be easy money for them, presumably, just like banks are partnered with car companies to provide financing directly between the bank and the customer.  I am not talking about Enbridge doing the financing.  I am talking about Enbridge making it easy for the customer and multiple choices of financing third parties to do it through the Enbridge bill, because, I mean, when you talk about the barrier being they don't have the money, it doesn't seem to make sense that it couldn't be -- there couldn't be an easy solution where the savings that the customer is saving on the bill over the course of the payback period simply goes to a third-party financing company and that Enbridge wouldn't be able to facilitate that somehow.

MR. FERNANDES:  So, I'm sorry, the question was?

MR. BUONAGURO:  I think -- your answer -- it seemed to me that your answer -- seemed to me that through your answer you thought I was still talking about Enbridge doing the financing.  Enbridge would simply be facilitating the financing between the customer and the third-party lender.  Is that somehow the same thing to you, those two examples?

MR. FERNANDES:  I think what our response was trying to get to is that we don't think these customers have a lack of ability to get financing.  They have a lack of ability to want to invest.  And they're not the same thing.  So we don't see the financing aspect as being the barrier per se.

As you said, there is a multitude of banks with low interest rates that are, you know, lending money to a variety of entities.  We think it is the customer choice to make the investment that is the primary barrier, not the financing aspects of it.

MR. BUONAGURO:  Okay.  Thank you.  I will leave it at that.  If you give me just one minute to check, I think I'm good.  I think I went five minutes over --


MR. BROPHY:  Mr. Buonaguro, it is Michael Brophy.  I had a very quick clarification.  I know Enbridge had a program with the banks to do what you were talking about, and sometimes bought down the rate if it helped a project go.

So I wasn't aware that that actually wasn't happening any more, but, like, it was in place at a point in time.  I just thought I would identify that.

MR. BUONAGURO:  Thank you.  So with that, I am done.  Thank you very much.

MR. JANIGAN:  Thank you very much, Mr. Buonaguro.

We will return tomorrow at 9:30, and I believe at that point in time Energy Probe will be questioning this panel.  Thank you very much.  And have a good evening.
--- Whereupon proceedings adjourned at 4:57 p.m.
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