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Wednesday, March 30, 2022
--- On commencing at 9:33 a.m.

MR. JANIGAN:  Good morning.  We will resume this hearing with cross-examination from Energy Probe.  I understand that there are no preliminary matters to discuss, so we can proceed.  Dr. Higgin, yes.
ENBRIDGE GAS INC. - PANEL 2, resumed
Craig Fernandes,
Daniel Johnson,
Tom Grochmal,
Alison Moore,
Jim Dunstan; Previously Affirmed.
Cross-Examination by Dr. Higgin:

DR. HIGGIN:  Yes, good morning, Commissioners and witness panel.  Roger Higgin for Energy Probe.

I filed a compendium on the weekend.  Can I have an exhibit number for this, please.

MR. MURRAY:  Yeah, the Energy Probe compendium will be Exhibit K3.1.
EXHIBIT NO. K3.1:  ENERGY PROBE COMPENDIUM FOR PANEL 2.

DR. HIGGIN:  Thank you.  So I am going to start with some context for the residential Whole Home program.  All of my questions are on this program and none of my questions relate to the low-income program.  I have left that to Ms. Grice and VECC.

So page 2, please, Ms. Adams.  Thank you.  This is a response to us from Energy Futures.  It is 10-EP-1-GEC.ED.1, and I draw your attention to the table at the bottom.

So confirm that the residential program has been the flagship program for many years, but in this interrogatory Energy Futures indicates the new DSM program for the residential program overall is producing about 10 percent less savings on an inflated cost basis in 2023 than pre-pandemic, which is two-19 to 2020.

Now, you have been asked about declining savings in the overall resource acquisition program by Mr. Elson and Mr. Poch.  Now, you disagreed with Energy Futures Group's findings.

Now, do you accept Mr. Neme's analysis here or does EGI have an analysis for the residential program that shows the savings per real dollar for 2023 compared to history, two-19-20.  Do you have that, or do you agree with Mr. Neme's analysis?

MS. MOORE:  So in reviewing this table, it appears there was a calculation error in the 2023 column for the residential program.

When we used 2 percent for inflation as the assumption, the adjusted -- the inflation-adjusted first-year natural-gas savings yield per 2021 dollar for 2023 is .38, as opposed to .28, displayed in this table.  So it would actually be increasing, not decreasing.

DR. HIGGIN:  Okay.  So you are saying it is not -- it is increasing, but you just told me it was .03 --


MS. MOORE:  .038.

DR. HIGGIN:  Ah --


MS. MOORE:  Sorry, sorry, 0.38.

DR. HIGGIN:  .38.

MS. MOORE:  Yes.  So it may have just been a typo in the table where they put in .28 as opposed to .38.  And in terms of the spending, when we adjust that 2023 spending for inflation, so in the table the spending on a non-inflation-adjusted basis would be 40.8 million.

When we adjust that for inflation, again assuming a 2 percent, it would be 39.22 million, and then the calculation would result in a yield of .38, as opposed to .28.

DR. HIGGIN:  Right.  So can I ask that you provide your amended version of this table, because I would like to see it on the record correctly.  Could you do that, please?

MS. MOORE:  Yes, we can.

DR. HIGGIN:  And --


MR. MURRAY:  That will be Undertaking J3.1.
UNDERTAKING NO. J3.1:  AMENDED VERSION OF THE TABLE.

DR. HIGGIN:  Anyway, leaving aside your explanation, you have already talked about lower baseline savings in furnaces.

Now, tell us how you are going to drive for more participants and deeper savings to get residential customers a better value for money.  What are you doing in the program going forward to do that, given the furnaces are not going to be contributing very much?

MS. MOORE:  So I will frame this response in the overall context that Enbridge is currently in negotiations with the federal government and fully anticipates that we'll have an agreement to coordinate the Enbridge Whole Home program offering with the federal Greener Home grant.  So this response will be in that context.

I can say that, you know, we have -- you know, since the -- leading up to the adjustment to the furnace baseline minimum efficiency requirement and then beyond it in 2020, continued to increase the insulation rebates that we offer through our program offering and in 2020 declined the rebate that was available for the furnace twice over the course of that year, as well as including an additional requirement for a minimum of three measures when a furnace -- one of those measures is upgraded.

In terms of going forward, Enbridge will continue to assess how we can best ensure that the offering is fully focused on comprehensive treatment of the home.

How we typically approach this is through adjustments, assessing the outcomes of those adjustments and then course-correcting based on that information in a continual feedback loop cycle for the offering.

I would say as well we'll be continuing to focus on how we are engaging the market to ensure the focus and the uptake on comprehensive building envelope upgrades.  So by way of example, Enbridge has noted that we are piloting virtual audits and exploring that area.

I think often people think of that as a virtual audit replacing an in-person audit, but there are other uses for virtual audits, inclusive of identification of opportunities in a customer's home, without any input necessarily required from the homeowner to identify those opportunities.

You know, often homeowners aren't aware of the insulation levels in their home, and it is really important for us to make the unseen seen.  That has been a continual focus in our promotional marketing as well, you know, things like insulation 101 videos.  We also intend to broaden and deepen our engagement with contractors in the market to continue to focus on that engagement with insulation contractors, general contractors, to support continued uptake in our program offering.

And in addition, Enbridge has put forward a new offering in the course of this plan for single-measure insulation upgrades, as well as professional air-sealing, to expand our participation and ensure that we are targeting a broader potential base of participants, including those who may not have the opportunity based on their building conditions to complete multiple measures, as well as, you know, they may not have the discretionary budget to complete a more comprehensive retrofit at this time.

So it is really important to us to broaden our eligibility and participation to best serve this market and seek to build demand and capacity for professional air-sealing in the province, which we feel is an important opportunity that homeowners just don't have broad awareness of.

DR. HIGGIN:  Thank you very much.  Ms. Adams, can we go to page 4, please.  This is exhibit D, tab 1, schedule 1, tables 1 to 4.  And the first is table 1, the five year budget envelope, and table 2 is the budget for the home energy program.

You will note the tables show the residential program is about 30 percent of the total DSM program.  Now turning to the last table, Exhibit D, tab, schedule 4, page 2,  2023 resource cost plus net benefits.  Exhibit D, tab 1, schedule 4, page 2.

Now, out of the smart thermostats, all measures included in the Whole Home TRC of 1.61.

MS. MOORE:  Sorry, can you clarify your question, Dr. Higgin?

DR. HIGGIN:  Yes.  In the residential Whole Home program, the TRC-Plus ratio is 1.61.  Does that include all measures except the residential smart home thermostats?

MS. MOORE:  It would include, yes, all measures that we have listed that are eligible for the Whole Home offering.  So that would include our insulation upgrades, air sealing, which is --


DR. HIGGIN:  We will look at those in a minute, if you would, please.  So now the single measure, you just discussed that.

Just confirm -- this is new and it is only marginally cost-effective.  What does it exclude?  Does it exclude the upgrade of the furnace, or is it only just insulation and air sealing?

MS. MOORE:  It is only insulation and air sealing.  It would exclude the furnace.

DR. HIGGIN:  Now, you would agree that is not very cost-effective.  Correct?

MS. MOORE:  So I think it is important to recognize here that for a residential single measure offering, the company is in the process of conducting research to inform substantiation documents for the insulation measures in this offering that are anticipated to become part of the technical reference manual.

We intend to update the natural gas savings assumptions in the plan once the research is completed, and the substantiation documents are established.  That's anticipated to be completed in the third quarter of this year.

So in determining the single measure natural gas savings values as it relates to the attic insulation, well insulation, and basement insulation within the plan, Enbridge undertook an exercise to roughly estimate the individual measure savings that leveraged data from previous participants of the Whole Home offering to come up with what I would characterize as a conservative estimate to use as place holders, knowing that we will move to Technical Resource Manual accepted values once this research has been completed.

There are obviously limitations with this approach and these assumptions weren't developed with the same vigour and level of detail that would normally be anticipated for more of an approach that is driven through the Technical Resource Manual.

So they were really intended to be a placeholder until this research is concluded.  So I would say that the TRC-Plus ratio will be dependent on that research, once it is completed.

DR. HIGGIN:  Thank you.

MR. FERNANDES:  Ms. Moore, maybe you could also speak to the proportion within the residential sector and why that offering is important.  I think you would say it is important in terms of broadening reach within the sector?

DR. HIGGIN:  Yes.  I think she already mentioned that this was kind of a loss leader to bring people into the program.  I think we have already heard that explanation.  So thank you.

MS. MOORE:  I actually wouldn't characterize it as a loss leader.  The single measure offering was introduced to provide enhanced flexibility and choice for customers, with an additional pathway to accessory rebates for insulation and air sealing where customers don't have the opportunity based on, you know, their building conditions, as I had said.

So I wouldn't characterize it as a loss leader.  I would characterize it as an important opportunity that the company feels will both broaden our participation to best meet customer needs and ensure that we're not -- ensure that we're essentially avoiding lost opportunities for conservation.

DR. HIGGIN:  We will go into a few of those other measures.

Can we turn to Page 5, please, Ms. Adams?  Thank you.

This is Exhibit E, tab 1, schedule 1, page 12, table 1.  This is the Whole Home measures and incentives, and I don't have time to go through all of these.

But as you will see, I have highlighted three measures that I would like to discuss with you.  They are the exterior wall insulation, furnace and boiler and water heater.  Now, I will be going in reverse order.  So we will start with the furnaces.

Now, Energy Probe was referred to Environmental Defence interrogatory 10, EGI.ED.22 on the Whole Home program.  And I will ask, briefly, about parts of this, B, C, D, E and I regarding the cost-effectiveness of furnace replacement.

So let's look at the Enbridge responses on page 7, please.  Now, looking at part B here, as you have already said, "By design," that's the key word, "the Whole Home offering is a Whole Home performance program and uses the HOT2000 software to calculate the Whole Home savings across all measures."


We have already discussed that; it is 1.61, okay, the TRC.

Now, you were asked by ED and by us and others to provide measure level TRC analysis and PAC participant cost for each of the furnace and the water heater.  And as you can see here, this has not been provided and we will be looking at that in a minute.

You just mentioned that you are now starting to look at a per measure basis.  So in a minute, we will look at the fact that Energy Futures has looked at the measures, can be modelled, and a total resource cost calculated.

So why -- why cannot you provide this in support of the program up to this point?  Could you please explain that, why you haven't done this?

MS. MOORE:  So in terms of the interrogatory, it was asking for the TRC-Plus for the mechanical measures in the context of our Whole Home program.

So in the context of our Whole Home program, we do not calculate TRC-Plus on an individual measure basis.

The design of this offer is to, you know, ensure that we are treating these buildings and these homes comprehensively.  And so we look at TRC-Plus on that basis, based on the outcomes of the NRCan, HOT2000 modelling software, as you had noted.

I think it is really important to recognize that in the case of a measure like the furnace, the company does not offer, as you know, a rebate just for the furnace. The furnace is serving as a marketing tool to drive referrals into the offer, to engage that homeowner and ensure that as part of that conversation, when that homeowner is triggered and talking about energy efficiency and thinking about energy efficiency for their home, that is an optimal time to refer that homeowner and further that discussion into our offering.

Heating contractors have been a key lead source.  So when we think about TRC from the perspective of this program offering, it is important to consider that TRC-Plus as a whole, because the design of the offer really is to ensure comprehensive treatment of the home and it's designed to drive that comprehensive treatment.

DR. HIGGIN:  Okay.  Thank you.

So just as we -- before we move on, talking about the rebates, I would just draw your attention to the numbers in part D.  These are the number of rebates that were provided in those particular years, but I am going to go forward and look at a bit more information on the rebates.

So can we go to page 8, please, Ms. Adams.

This was drawn up yesterday by Mr. Elson, so I won't spend much time.  This shows the rebates that were provided for various measures.  The one I am focusing on now is the furnace.

So just take it subject to check that with those numbers in part D that we just looked at and the numbers in here, this shows that from 2018 to 2021, 74,000 customers received the furnace rebate.  Even at a reduced $250, that is a cost of 18.25 million.  That doesn't include any admin or delivery costs.

So taking that subject to check, we have two concerns.  First, despite calling it a lost leader, I suggest that the market for high-efficiency gas furnaces is maxed out.  As I will show, less than 20 percent are old.  So I suggest it is not really a lost leader to the program.  And then second, that the furnace upgrade rebate is not cost-effective, and also the water heater.

So I am going to deal with those issues in a moment.  So can we go to page 9, please.

MR. FERNANDES:  Dr. Higgin, I think the company's been rather clear that at no time during the current framework and not in what we're proposing do we offer a rebate for replacing a gas furnace on its own.

It is an opportunity to intervene when a customer is making an investment decision.  They need to replace their furnace.  They're going to replace their furnace.  And I think Ms. Moore has been pretty clear that that is an opportunity to intervene and get them to do more, and the program is designed to do multiple measures.

So I think what you're saying is we have had 74,000 opportunities where we have intervened and got people to do building-envelope measures that they wouldn't have done otherwise.

DR. HIGGIN:  Yes.

MR. FERNANDES:  That's the real circumstance that we're in.

DR. HIGGIN:  So let's look at that -- let's test that.  So let's look at page 9.  This is Exhibit I.10.EGD.EGI.ED 22, attachment 1.  You know this.  It is the residential survey, and it is just an extract from page 10 of that.

Now, I read this to say that this is now 2020, okay?  This is 2020 data that says high-efficiency furnaces over 90 percent -- 82 percent is what the survey shows.  Do you disagree with that?

MS. MOORE:  I do not disagree.  The 90 percent AFUE, annual fuel utilization efficiency, has been legislated in Ontario for quite some time now.  So it would be anticipated that the majority of furnaces in place in Ontario meet this 90 percent AFUE efficiency.

DR. HIGGIN:  Thank you.  So this means also on the survey it says that during the next two years -- this goes to '22 -- 12 percent more will replace their furnaces in that period.  So that then gets us to almost 90 -- over 90 percent of the furnaces are all new.

Therefore, I suggest to you there is not going to be that many people looking for a furnace replacement, and this idea of using the furnace as a lost leader doesn't make any sense going forward.  That is what I suggest to you.

MS. MOORE:  So I would view this quite differently.  In terms of that percentage you referenced that will replace their furnace, I view that as a strong opportunity.  So --


DR. HIGGIN:  Oh, sorry, just, let's go back.  I said that is in 2020 to '22.  We're talking about the program from '23 to '27 here, the next five years.

MS. MOORE:  Yes.  I think it's important to recognize, when we are upgrading a furnace, we are baselining those savings to the current requirement.  So currently the minimum requirement for a furnace you can purchase in Ontario is 95 percent AFUE, and when Enbridge is -- has a participant that is upgrading their furnace through our program offering, the savings for that, say 97 percent AFUE furnace and, in turn, the Whole Home savings, are baselined, or discounted, if you will, to that 95 percent AFUE efficiency.  Prior to 2020 the savings would have been baselined to the 90 percent AFUE efficiency.

So it's -- we, one, are not claiming savings based on the in-place furnace.  It is clearly based on the -- based on the requirement for the province.  But two, the percentage of homeowners, I think it is 27 percent here, based on this information, that will replace their -- sorry, that have a furnace that is, you know, 11 to 20 years old or more than 20 years old, that would be -- presumably the majority of those would be replacing their furnaces over the course of the next --


DR. HIGGIN:  Sorry.  Could you just clarify?  How many percent?  I think we have been through 82 percent plus 12 by the end of '22 will be all high-efficiency.  So where does 20 percent come from?

MR. FERNANDES:  So Dr. --


MS. MOORE:  So if you look at -- sorry, just one moment.  If you look at the number of furnaces just above the area that you have highlighted, Dr. Higgin, we have 23 percent of furnaces that are in that 11 to 20 years old category and 4 percent of furnaces that are more than 20 years old, with an additional percentage of homeowners who are reporting they don't know the age of their furnace.

Those are furnaces that -- not all of them, but many of them will be replaced over the course of the next plan cycle, and each of those furnace replacements, when the homeowner is going to their heating contractor to discuss the replacement of that furnace, each of those represents an opportunity for that heating contractor to further that discussion and refer that homeowner into the -- into our Whole Home offering, to link them up with a home energy advisor to complete a comprehensive assessment of their home and identify further opportunities at that time, inclusive of our comprehensive building envelope measures.

So when we are thinking about the furnace, it truly is a marketing tool.  Heating contractors have been a key lead source for how homeowners are reporting their learning of the offering and, you know, in our most recent program year we have about 35 percent of participants who are upgrading their furnace, but, you know, 90 percent that are upgrading their insulation, and the remaining percentage would be doing other building-envelope upgrades like air-sealing or windows.

So we really do view this as an important opportunity to not miss that conversation when the homeowner has an opportunity to learn of our Whole Home offering when they're thinking about energy efficiency and decisions around energy efficiency and not lose that opportunity to bring that homeowner into our comprehensive Whole Home offer to identify and undertake additional upgrades.

DR. HIGGIN:  Thank you.  Could we look at page 10 of my compendium, please.  Now, we have had this discussion, but I just want to confirm with you that this is the Energy Futures Group's cost benefits analysis for furnace replacement.  You have seen this.  It was in the presentation on Presentation Day at page 19 of the slides, and it says a 250 rebate provides only 110 dollars in benefits, okay.

So do you disagree with EFG about this?

MR. FERNANDES:  Dr. Higgin, I think Ms. Moore has tried to be as clear as possible.  The viewpoint from Energy Futures Group is looking at this as a technical or an engineering approach, and they're trying to deconstruct it and make it a purely economic decision on the furnace or the appliance alone.

We totally disagree with that.  That is not the purpose of it.  It is an acquisition cost.  This is in point 2, influence the customer.  It is a behavioural thing in a mass market.  So we are trying to influence their decision.

They're making the decision, they're going to replace the furnace.  That is going to happen.  What's not going to happen is the additional measures that the program influences.  So it is an important point where people are making a decision and it helps us attract people into the program to do more than they otherwise would have, and I think Ms. Moore has been clear on that.

MS. MOORE:  And I think that is a really important point, because when we're -- looking back to your prior question, Dr. Higgin, about the TRC-Plus, when we're looking at the benefits, we're -- that's why we're viewing the benefits for the program as a whole.

In the same way that you wouldn't conduct a TRC on, say, just the marketing component of a program offering and determine that it wasn't cost-effective, the furnace and water heater and those measures that are a key lead source for the heating contractor being engaged, and in turn the homeowner being drawn in by rebates to complete their audit and undertake a basket of measures that are cost-effective in aggregate and driving significant both bill reductions that they will see, but also energy savings within the province is really the goal of this offering and what we are seeing, in terms of the results of this offering.

DR. HIGGIN:  What about just providing an incentive to sign up for the program, so perhaps a smart thermostat installed instead, which has a very, very high TRC.  What about that as an alternative?

MS. MOORE:  So it's an interesting point you bring up, because I think it is important to recognize the question the company assesses when we're considering rebates for the mechanical upgrades, in consultation with stakeholders like our service organization delivery agents in considering the rebate is, you know, can the company drive the same or higher level of participation at a lower cost per acquisition.

And the answer is no, in terms of how the company has assessed this.  So we do see that using the furnace rebates, by way of example, as the key lead generator into the offering is a very effective way of ensuring that homeowners learn about the offer at the time of a -- at the time of a replacement decision.

DR. HIGGIN:  Okay, thank you.  So can we go to the third measure that I wish to discuss, please?  It is page 11 of my compendium.

This is the exterior wall insulation.  This measure is listed in the table that we looked at earlier, which was Exhibit E, tab 1, schedule 1, table 1, and this is the analysis in JT 3.4 that I requested at the technical conference from Energy Futures Group.

There is a lot of information here.  I just want to highlight the fact, in the highlight in the yellow here, that it is a very cost-effective measure.

And then I would like to just ask you two questions before we move on with this.  So do you know how many pre-1960, single-family homes there are in your franchise area?  Take it, subject to check, my analysis shows 2018 Stats Canada data for Ontario, 1.14 million pre-1969 homes, and an additional one million pre-1977.

So do you agree that 2.1 million homes is a major potential energy efficiency market?

MS. MOORE:  I would agree that that's a large market.  I couldn't say the exact number.  I don't have that information in front of me, but I would definitely agree.

DR. HIGGIN:  It is just Stats Canada for Ontario data.  So it is on the public record to look at them.  It doesn't really matter, the number.

Now, Mr. Neme shows that exterior wall insulation is cost-effective.  Do you disagree with his analysis?

MS. MOORE:  I have no reason to disagree with Mr. Neme's analysis.  I would agree that wall insulation is cost-effective.  It is supported through our Whole Home offer, both in terms of thermal insulation that would be added into the wall cavity, as well as thermal insulation that would be added to the exterior of the home.

We do feel that it is an important opportunity for homeowners.  Often homeowners aren't aware of the current level of insulation in their homes, and we do support it through our Whole Home offering.

I will also note that we have increased the rebate for this measure as an area of focus.  So going back to 2019, we had increased the rebate that would be available for exterior wall insulation to $2,000. Subsequently in the fall of 2020, we had increased the rebate available for exterior wall insulation to $3,000, further increasing the amount available for categories within that.

So I would agree with you, Mr. Higgin, that it is an important opportunity and one that we are including in our Whole Home offering.

DR. HIGGIN:  Thank you.  Now, do you agree that the HOT2000 calculations are done on a per square foot basis, as Energy Futures Group shows?  We asked you at the technical conference, why is the incentive on a whole house basis, rather than per square foot because we believe this is wrong.

So can you please explain why you are not doing this on a per square foot basis, to calculate the appropriate incentive?

MS. MOORE:  So the incentive in the Whole Home offering for the insulation upgrades is calculated on a prorated basis, based on the percentage of area treated in the home.

When Enbridge was considering the rebates structure, one of the factors is ease of communication with a homeowner, obviously.

So in the context of a comprehensive Whole Home offer where there are incentives available for different upgrades within that offer, Enbridge felt that a per measure rebate, and specifically in the case of insulation, adjusting the incentive on a prorated basis was the most straightforward way to communicate that, in consultation as well with our service organizations.

I would also note that we have also asked this question directly to homeowners in terms of, you know, the type of rebate they would like to see.

I will note that in prior program years, prior to amalgamation, legacy Enbridge Gas Distribution approached the incentive on a percentage of savings approach.

So the incentive has been considered different ways by the company and is something that we have received feedback on.

The -- and the insulation -- the insulation rebate is structured to ensure that it can be communicated simply to the homeowner and also that it can be considered as part of the Whole Home program structure, where you essentially are building up your incentives as you complete additional upgrades.

I would say the other -- the other consideration here is, when a homeowner is completing insulation, there is the cost of the insulation and then the cost of the installation, or having the contractor come out to see the work, right?

And the contractor costs -- there's costs for just having someone come to do the insulation, and then it increases on a per square foot basis.  So that would be an additional consideration.

I would say when -- across the board when we're considering our incentive structure, we -- I want to ensure that it is simple and straightforward for the homeowner to best motivate action and ensure that there is clarity on their side, and it is something that we have consulted with the market on over the years as well to ensure that we are taking feedback into account, as we would with all program offerings.

DR. HIGGIN:  Thank you.  Before I move on, just to confirm, if you could, that the maximum grant for exterior wall insulation from the Greener Homes Canada is $5,000.  Is that correct?

MS. MOORE:  That is correct.

DR. HIGGIN:  So your incentive is quite a lot lower.  Correct?

MS. MOORE:  Our incentive -- maximum incentive for this measure specifically is $3,000.  Now, above and beyond that would be the potential for the bonus rebates.  So when a homeowner completes three or more measures they have access to bonus rebates designed to encourage homeowners to do as much as possible.

DR. HIGGIN:  Yes.

MS. MOORE:  The other thing that I would share in terms of our rebate structure is that there are the individual measure rebates, but as you have to do more than one measure through our program, the homeowner is also considering their rebates as a whole.  So that is where, you know, it is important to consider things like the bonus rebate as well.

DR. HIGGIN:  So just to note, in 2021 you managed to do 1,200 homes.  Is that correct?

MS. MOORE:  Sorry, and you are referring to the number of homes specifically with exterior wall insulation?

DR. HIGGIN:  Yes.

MS. MOORE:  Yes.  So that would be the response to JT2.17, where the company has indicated that in terms of our 2021 participants exterior wall insulation made up about 1,200 participants.

DR. HIGGIN:  Okay, thank you very much.  My last question is on slide 19 of the Enbridge presentation, and that is on page 13.  I just wanted to highlight, as I have done, no change to proposed budget, and then specifically a possible change to the residential target.

Could you please explain what you mean about those two highlighted areas?

MR. FERNANDES:  Okay, Dr. Higgin.  So as part of the presentation we referenced two particular points that are on the record.  One is the letter that was sent to NRCan from the Ministry of Energy, where it explicitly asks NRCan to engage with Enbridge Gas, because there is recognition of the overlap -- overlapping nature of the programs in the market in Ontario, and they explicitly referenced the principle of federal funding coming into a jurisdiction and not displacing existing funding and programming, as a principle.

So when Enbridge Gas was asked to engage, we've taken that principle to heart, and we are saying that -- you know, I think on Presentation Day OEB Staff did a run-through of our overall portfolio.  They ran through the various elements and said, you know, from a distribution perspective it looks consistent and reasonable.  That's what we've done.

So our application was in prior to us engaging with NRCan on the Greener Homes Program.  So our engagement with them is presupposing that our -- you know, the funding envelope that we have for the residential sector is reasonable, and that's how we're negotiating, on that basis.

So they have funding that is approved, and they have a number of requirements.  So we're trying to bring that funding together, as we stated, to benefit as many Ontarians as possible and to the maximum extent possible.

So we don't expect to come back after this and say, we need, you know, different level of funding.  The framework that is, you know, a carry-over from the current framework allows for a certain amount of budget flexibility.

NRCan has budget flexibility requirements which are quite different.  They operate on different fiscal periods.  And so when we bring our funding together we both need some level of flexibility to make sure that from a customer-facing perspective we can keep a combined program in the market, you know, going through both of our different fiscal periods.

So we do not have any expectation at this point that we're going to need a different budget.  What will happen, though, as we stated is, as we work through the Attribution Agreement, there could be a change based on the Attribution Agreement.  It is actually quite complicated because we -- we're overlapping.  We're not identical.  So the funding in the Attribution Agreement has to work for both parties.

Once we have that, you know, we have noted that we're trying to get the best for a customer-facing point of view.  So, you know, we're trying to make the point that we wouldn't lower any rebates wherever possible, and a lot of rebates could be increased.

So given all of those changes, we need to do a final forecast and see how it ends up, in terms of what an appropriate target would be, because the target is, you know, that budget, trying to achieve a certain number of cubes.  And if we're giving higher rebates -- and it's complicated through the attribution, which hasn't been finalized -- that appropriate target may change.

DR. HIGGIN:  So is there --


MR. FERNANDES:  Is there anything more, Ms. Moore, that you wanted to add?

DR. HIGGIN:  -- just specifically, specifically, so would there be then the opportunity to stack the incentives such as we just discussed for exterior insulation?

MS. MOORE:  So as I had discussed with Mr. Poch yesterday, the ultimate structure of the offer will be dependent on a number of factors, and in consultation with the government, Enbridge will be working through how we can best serve Ontario energy consumers through this coordinated approach.

I would say, in terms of specifics, we just -- it's just too early to say, as we will work through that agreement with the government.

DR. HIGGIN:  Okay.  Thank you very much for your responses.  Sorry it took longer than I expected.  So those are all my questions.  Again, thank you very much, thank you Commissioners.

MR. JANIGAN:  Thank you very much, Dr. Higgin.

The next party to cross-examine this panel will be Mr. Quinn, with the Federation of Rental Properties Organization (sic).
Cross-Examination by Mr. Quinn:

MR. QUINN:  Thank you, Commissioner Janigan, and good morning to you and Commissioners Zlahtic and Moran and the Enbridge panel.  My name is Dwayne Quinn, and I am here on behalf of the Federation of Rental-housing Providers of Ontario.  I want to cover a couple of topics that we initially addressed in the technical conference but unable to elicit responses that we would view as helpful to the Board.  The two topics are risk and return.

On the topic of risk, we had a discussion in the March 1st technical conference.  It can be found in the March 1st transcript at the bottom of page 45 and the top of page 46.

Ms. Adams, if you would turn that up, just so the panel has it for reference if they want.  But I don't believe -- we're not going to go through specific detail.  I just wanted to remind the panel of our discussion from the technical conference.

Actually, the transcript -- sorry.  Actually, why don't we do it this way.  Mr. Fernandes, do you remember a discussion about reputational risk from the technical conference?

MR. FERNANDES:  I am aware we had a conversation about -- specifically, I think you are going to talk about return on investment.

MR. QUINN:  No. I am talking about reputational risk.  I don't know, Ms. Adams, if in the meantime you could pull up the March 1st transcript, at the bottom of page 45, top of page 46.

But specifically, sir, in lines 9 and 10 of page 46, you provided your answer on reputational risk for the company, as we were talking about the low carbon transition program.  And you had said that providing this program, from a reputational risk point of view, was not any different than any other services your company provides.  Do you see that on lines 9 and 10?

MR. FERNANDES:  I do.

MR. QUINN:  Okay.  Upon consideration, would you agree with me that given your status as a regulated monopoly to distribute, Enbridge Gas would have a significant difference in reputational risk between distribution services and the low carbon transition program?

MR. FERNANDES:  Can you clarify what you mean?

MR. QUINN:  So if a customer wants natural gas to meet its energy needs, the customer is likely to go to Enbridge in spite of how the customer feels about the company's reputation in providing gas service.

However, if a customer wanted to explore alternatives to meet their energy needs, their views on the company may influence where they initiate their pursuit of information on the choices that they may have.

Would you agree with that?

MR. FERNANDES:  I mean, it's pretty hypothetical.  I mean, we're in a consumer market.  I do believe, you know, reputation of an entity is important.

MR. QUINN:  But would you make the distinction -- what I was concerned about is you said providing the low carbon transition program, your reputational risk would be no different than any other service you provide.

MR. FERNANDES:  The context of the conversation, Mr. Quinn, was around the broader reputational risk of the company and, you know, the point was being made that the company faces all sorts of risk in providing conservation services, which is the way that we would think of our programs.

There is reputational risk.  Customers have come to expect this.  We have been in the market for, you know, decades offering these types of programs, and I think I made the point that we have been called out in the press, specifically because of the extended and protracted nature of the programming with respect to the fact we've had two rollovers.  So there are reputational risks for the company associated with this line of business.

We did note at the beginning that has been going on since early 2019 and that has an impact on, you know, customers, contractors, the industry itself and the company included.

MR. QUINN:  We may have lost perspective.  The original question was regarding the low carbon transition program.  That has not been in place since 2019.

So I was asking you questions regarding your reputational risk associated with that program, and you said it was just like any other program.

I am not sure we're going to get agreement, so I am just going to suggest that in our view the impact of reputational risk would be potentially greater -- I will say potentially, because we haven't got agreement.

But if you consider the impact of reputation on a macro basis, if thousands of customers choose service from another provider, which reduces or eliminates the customer's need for natural gas, the risks are different from a business or financial perspective for the delivery business versus the low carbon transition program.

Specifically, we would say the result of declining market available for the commodity delivery service, for which the company has invested its own capital and has a monopoly to distribute, is a different risk than an ability to access an incentive for programs for which it has not invested capital.

Would you agree with me that there is a significant difference in the company's reputation on these risks?

MR. FERNANDES:  So there's a number of things that are in there.  If you are talking about the distribution business, which is the company makes upfront investments that are long-term in nature, recovers them through a rate base model, which I think everyone is familiar with, versus the conservation service that we provide, which currently has cost recovery on a kind of annual or expense basis, those are fundamentally different business models.

I think the point I was trying to make when we last spoke is that if we look at the low carbon transition program, it's consistent with the other types of programs that we've had where we're trying to provide market supports that would move people to be more than efficient in the use of our product.  That is consistent across all of the DSM programs.

There are some differences with different types of programming where some of them are directly trying to reduce gas, and some of them are more market support or transformational in nature.  But that is consistent with how we have run our programs for decades.

So when I was saying I don't see this as being any different, it is just another version, maybe newer, it may have the low carbon transition name is the policy environment that we operate in and it is the type of thing I think our customers actually expect to have.

But I don't see it as being different from the conservation service we provide, that's fundamentally different from the distribution business.

MR. QUINN:  Okay.  I heard your last, I want to make sure I heard the last well.  It is different for the distribution business versus the conservation business.  Is that your answer?

MR. FERNANDES:  The conservation line of business has always been different from the distribution business.

MR. QUINN:  So your reputational risk is different on the delivery business and the conservation business?

MR. FERNANDES:  Correct.  Fundamentally.

MR. QUINN:  That's what I was trying to get to in the technical conference.  So thank you for that answer.

I want to then move on to the topic of return, because in that same March 1st day of the technical conference -- now, this is on pages 41 through 45 of the transcript, but nothing turns on what is in there.  We had a long conversation which didn't come to a conclusion that I thought would be helpful.

So we had the conversation about the 500,000-dollar disallowance for systems that support DSM.  Do you recall that discussion?

MR. FERNANDES:  I do.

MR. QUINN:  Okay, thank you.  So in that discussion, do you recall providing that this was the only disallowance of costs in the previous DSM term?  With a bit of time between our discussions, do you or any of the other Enbridge panelists recall any other disallowances the company had in the last DSM term?

MR. FERNANDES:  I think we stated there was nothing material.

MR. QUINN:  Okay, thank you.  So what I wanted to do today was try to overcome the semantic differences which inhibited our discussion to try to understand the company's view on return.

So to save time flipping through interrogatory responses, yesterday I submitted a one-page compendium that blends the respective interrogatories to which we referred in that dialogue in the technical conference.  We submitted a compendium for efficiency.  So that is it on the screen, Ms. Adams, thank you.

I wonder, Mr. Murray, if we could have FRPO's compendium for panel 2 marked as an exhibit, please?

MR. MURRAY:  It will be Exhibit K3.2.
EXHIBIT NO. K3.2:  FEDERATION OF RENTAL-HOUSING PROVIDER COMPENDIUM FOR PANEL 2


MR. QUINN:  Thank you very much.  So there is only one page, so I was able to not have to worry about putting page numbers on this time, which I had forgotten in the previous compendium.  Thank you, Ms. Adams.

If you could zoom the page a bit to focus-in on the annual and total incentives shown in the response to A.  Yes, right in the middle of the page.  Thank you just so the numbers are clearer for everyone.  Thank you.

What I have done is simply extracted the interrogatory response you were trying to take me to before we started missing one another.  I downloaded Staff 18 into Excel only on this page, and I added from the original evidence reference of FRPO 4, which had the 2015 incentives to quantify the total incentives paid to the company during the last DSM term.

If you remember, in the technical conference I offered the company that each utility rate zone generated about $32 million in incentives, and I asked you to take it subject to check before we got into a discussion that wasn't able to reach conclusion.

So what I have done is added 2015 and come up with a total, and you can see the total in the far right in the orange box.

So would you accept that the $32 million per utility is a high-level estimate of incentives during the last DSM period?

MR. FERNANDES:  Mr. Johnson, did you have a chance to take a look at this?

MR. JOHNSON:  I hadn't done the math.  I am just quickly on the side trying to do that, and subject to check it looks reasonable.

MR. QUINN:  It was done in Excel, Mr. Johnson, if that helps you.  It was done in Excel and just put into a PDF file.  So if you see the numbers are from your evidence, then you understand that it is just math.

So I don't want to get into semantics again, but the level of incentives were generated at $64 million for the integrated utility, and using the amount of money that the shareholder actually provided into these programs that was not recovered through rates at a half million dollars, would you agree with me that the company generated approximately 128 times the amount of money it injected over the six-year period?  Is that something you can agree with me on?

MR. FERNANDES:  Mr. Quinn, in the technical conference you asked us to calculate a return on investment, and I was quite clear the $500,000 was a disallowance.  At no time did the company make an investment.

MR. QUINN:  I understand, sir.  That is why I didn't want to use that term.  I am just asking that the company did not get the half million back.  So shareholders provided the half million dollars, which you did confirm in the technical conference.  The shareholders received $64 million.  So that is 128 times the amount of money it injected over a six-year period.

Can you agree with that?

MR. FERNANDES:  Mr. Quinn, I don't think you need us to confirm basic math.  The whole context of our discussion was fundamentally flawed.

MR. QUINN:  Okay.  Well, that's from your perspective.  So given that 128 times is mathematically correct, one might view this as a very lucrative business that would be the envy of other energy providers.

Do you see inside the mandate of this Board and specifically this Panel that an order could include steps to lay the groundwork to open up the availability of some aspects of the DSM program, such as low-carbon transition, to other providers?

MR. FERNANDES:  I'm sorry, can you clarify what you mean in the context of this proceeding?

MR. QUINN:  Is it inside the mandate of this Board and this panel that they, as part of their order, could have steps that would lay the groundwork to open up the opportunity for other providers to provide programs such as low-carbon transition?

MR. O'LEARY:  Mr. Chair, it is Mr. O'Leary.  I simply wanted to caution the panel and Mr. Quinn that he may be going into an area that really belongs in the domain of the legal argument and an interpretation of the Board's jurisdiction.

So I just, you know, wanted to note that we may be getting into matters that the panel is not appropriate to be discussing.

MR. QUINN:  Mr. O'Leary, would the company be willing to put its views on that into its initial argument in-chief?

MR. O'LEARY:  The company will respond to FRPO's argument in our reply, Mr. Quinn, as it should.

MR. QUINN:  I am not going to pursue this further, so I am going to ask a different question.

Would you see the possibility from an economic perspective that reduced conflicts of interest for another provider could lead to greater efficacy in the delivery results aligned with the Board and the government's policy goals?

MR. FERNANDES:  I'm sorry, Mr. Quinn.  Can you clarify which conflicts of interests you are talking about?  And I don't really understand the basis of this questioning.  We have said in the past that -- I think a few times that the company's program administrator and we respond to policies that are set.

And I think the policies of both the provincial government and the direction provided by the OEB are actually crystal-clear in this regard.  The environmental plan has been consistent in saying that there is an expectation for -- in, you know, gradually increasing DSM programming delivered by the gas utilities.  It is explicit.

The DSM letter that gave the company direction explicitly asked us to file a DSM plan application.  So I am not sure how we can be here and responding to some other entity, which is unknown, doing something with some unknown level of funding or policy that they operate under. I am not going to be able to respond to that.

MR. QUINN:  You are not going to be able to respond to it from a simple economic perspective, that reduced conflict of interest between the deliverer of natural gas who gets a return on the assets that perform the delivery would have a conflict, potentially, with other programs that would say, we're going to reduce the throughput, which would reduce the needs for further investment in these same assets you make a return on.

MR. FERNANDES:  Can you point me to anything where there is evidence of a conflict that you are speaking of?  We have been offering conservation programming for close to three decades.  It's been on a voluntary basis.  The Board has confirmed that.  It is a voluntary business function.  And the company's been quite -- quite a leader over that time, including a number of things, such as volunteering programming, where we are doing things like electrification of certain measures.

You are specifically mentioning the Low Carbon Transition Program, and I think on the record we have a number of parties that have looked at other jurisdictions, and the only jurisdictions that, from my understanding, that are doing this sort of thing, it is a legislative requirement.

So I don't think the basis of, you know, the contextual background that you are trying to bring, I think it is inappropriate, number one, because it is not what the dedicated professionals that have been running these programs for many, many years, and some have dedicated their careers to.  I don't think that is appropriate for you to simply say that there is a conflict of interest without being able to demonstrate that we have actually acted on a conflict of interest.

MR. QUINN:  There is significant information in the GEC evidence that has been provided from other jurisdictions, including undertakings.  I wasn't going to go through the detail and ask you your views on what is happening in New Jersey, as an example.  That would be inappropriate, because you don't have the complete frame of reference.

I am asking if from a pure theoretical point of view
-- which I think this Board has the opportunity to consider in the big picture, given the amount of ratepayers' dollars and the expectations of this government that that program should be handled effectively and equitably.  So with that, sir, since we are not going to agree and you believe my line of questioning is inappropriate, I think we will have to take the rest to argument.

Mr. Janigan -- or, sorry, Commissioner Janigan, those are my questions.  Thank you very much.

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

I would now like to ask Ms. Girvan from the Consumers Council of Canada to proceed with her cross-examination.
Cross-Examination by Ms. Girvan:

MS. GIRVAN:  Yes, good morning, panel, and good morning, Commissioners.  I am Julie Girvan, representing the Consumers Council of Canada.  And I will be focusing primarily on your residential program offerings.

So if we could -- I just want to make sure I fully understand.  So there is three components.  You have the Whole Home program, the single-measure program, and the Smart Home offering, which is essentially a rebate for smart thermostats.  Is that correct?

MS. MOORE:  So those are the three program offerings within the overall residential program.

MS. GIRVAN:  Okay, thanks.  So if we turn to page 9 and 10 of the compendium, we can see there --


MR. MURRAY:  Ms. Girvan, sorry, Ms. Girvan, perhaps before we do that, perhaps we should get the compendium marked as an exhibit.

MS. GIRVAN:  Of course, thank you.

MR. MURRAY:  Your compendium will be Exhibit K3.3.
EXHIBIT NO. K3.3:  CONSUMERS COUNCIL OF CANADA COMPENDIUM FOR PANEL 2.

MS. GIRVAN:  Okay.  Thank you.  Sorry about that.  So if we turn -- we see in these there is two pages, 9 and 10.  And it is setting out the participation rates of your home retrofit offering for both the EG rate zone and the Union rate zone.

If I calculate for example in 2019, it was about 27 -- 27,438 customers participated.  So that is just taking the lines "participants achieved" for both Enbridge and Union.  Is that correct?

MS. MOORE:  Yes.

MS. GIRVAN:  Okay.  So if we go to page 12 of the compendium, we can see your proposed participation rates for the term of the plan.  And if you sort of take a look at that, it looks like the average is about 15,000 participants in the Whole Home program.  Is that correct?

MS. MOORE:  That is correct, yes.

MS. GIRVAN:  Okay.  Then if you turn to page 13, it says that participants can participate in the Whole Home offering, but also be eligible for the Smart Home Offering. And the participants in the single measure program will also be eligible for the smart home offering.

So can you explain that to me?

MS. MOORE:  Sure.  So our smart home offering is our offering which provides rebates for adaptive thermostats.  Those rebates are provided at point of sale.  A homeowner can participate in the Whole Home comprehensive offering, and also access that smart thermostat rebate at point of sale.

Similarly, a homeowner could participate in our single measure insulation professional air sealing offer, and additionally participate in that adaptive thermostat offer at point of sale.

MS. GIRVAN:  So if I go back to the page where you set out your -- I think this is page 12, the participants, there is probably some overlap there.

MS. MOORE:  There may be a small -- a small portion of overlap where a participant would participate in both offers, yes.

MS. GIRVAN:  Okay.  And you said point of sale.  Can you just quickly explain how that works?

MS. MOORE:  Yes.  So when a homeowner is either, you know, scrolling online or in a store like Home Depot, they can see our advertisement for our smart home offer.  And they can go online and access a discount code through the Enbridge website, which is via a third party delivery agent, and can utilize that discount code at point of sale for an instant rebate of $75 off the cost of their adaptive thermostat.

That is available to them both through online forums like online forums like Best Buy on line, ECOB, Google store, and it is also available to them in person at Home Depot.

MS. GIRVAN:  Okay.  So for example, if I was in Home Depot and I intended to go there to buy a smart thermostat and I saw your signs, would I be a free rider?

MS. MOORE:  If you were -- if you had intended to purchase that thermostat at that exact time, you could be a free rider.

The intent of the offer is to catch homeowners who are, you know, in the store browsing and they see the offer, they seek out the rebate to participate and are influenced to install that adaptive thermostat or when they're, you know, scrolling on line and see our ads and are motivated to take action and purchase an adaptive thermostat.

MS. GIRVAN:  But do you have any way to determine, for example, if the person was actually going to the store to buy the thermostat and ended up applying for the discount?

MS. MOORE:  So in terms of free-ridership measurement, that would be prioritized as per our EAC process.  Daniel Johnson can speak do that if you'd like.

We don't screen participants, for example.  It is a point of sale rebate that is intended to motivate action both in-store, as well as on line when a homeowner views that offer and is motivated to take action.

MS. GIRVAN:  Okay.  So can you explain to me the free-ridership rates for each of the three elements of your residential program?  I may have missed it.  Is it in the evidence?  It is the Whole Home, the single measure and the smart home.

MS. MOORE:  It is in the evidence, but I am happy to go through it.

So the smart home offer has a free-ridership rate of four percent.  The Whole Home offer has a free-ridership rate of five percent.  In the single measure offer, there is a distinction between the insulation offers and the professional air sealing offer.  The professional air sealing offer has a free-ridership of five percent, reflective of the lack of that -- that service being undertaken on a widespread nature today.

And the single measure insulation offers have a free-ridership assumption of 33 percent, which is essentially just utilizing a previous free-ridership rate that was previously filed with the OEB for insulation measures to not put a new rate before the Board with this new offer.

MS. GIRVAN:  Okay.  So for the Whole Home, you haven't done an updated net-to-gross study or free-ridership study to determine Ontario-based free-ridership rate for that program.  Is that correct?

MS. MOORE:  Free ridership studies would be prioritized within the evaluation advisory process.  Daniel Johnson can speak to that, if you'd like.

MS. GIRVAN:  Sure.

MR. JOHNSON:  Yes.  So if your question is if one has been done recently, the answer is no.

If you are asking whether or not Enbridge has undertaken one, as Ms. Moore indicated, that would be under the process that's led by OEB Staff and through the EAC, sorry, evaluation audit committee.

MS. GIRVAN:  So the five percent for the Whole Home, that is based on looking at other jurisdictions, is that correct?

MR. JOHNSON:  Ms. Moore, I don't know if you recall the origin of that number.

MS. MOORE:  It has been our long-standing free-ridership rate for this program offering for a number of years that has been in place through multiple audits.

MS. GIRVAN:  Okay.  So you don't have a current updated Ontario-based free-ridership study for this program?

MS. MOORE:  We are utilizing the long-standing free-ridership rate in Ontario.

MS. GIRVAN:  So you don't know, for example, if someone makes a decision to renovate their home, they call in a contractor, they want to replace their furnace.  They're doing all of that and then after the fact go to Enbridge and look for rebates.  You don't know if that is the norm?  You don't know if that is common?  I am just trying to clarify that.

MS. MOORE:  So this program offering, like all program offerings, are designed to address the barriers of our residential energy consumers and motivate action.

So in the case of our comprehensive Whole Home offer, those barriers include financial barriers that are addressed through our incentive structure, but also awareness barriers.  Often homeowners don't know about the opportunities in their home and those are identified through the comprehensive energy assessment, and the goal of the program is to identify those opportunities, motivate action, even where a homeowner may, you know, have a sense that there is an opportunity in their home, there can be, you know, inertia because homeowners have a number of priorities.

And the goal of the program is to best motivate action from the homeowner for those opportunities that are identified comprehensively through the home energy assessment.

MS. GIRVAN:  So you are not entirely sure that quite a few people are doing exactly what I said?

MS. MOORE:  I would just reiterate that the intent and the structure of the offer is specifically designed to generate awareness for opportunities in a residential energy consumer's home, and best motivate them to take action on those opportunities that are identified.

MS. GIRVAN:  Okay.  I understand that.

And with respect to the smart thermostats, do you know whether would people use them in the right way?  And I would say the right way is sort of use them to, you know, automatically turn down the furnace at night, that kind of thing.

Do you have any evidence to support that people aren't just putting them in and not really using them in the way that they were designed?

MS. MOORE:  So the savings for the Smart Home offer are based on the prescriptive savings in the Technical Reference Manual.

MS. GIRVAN:  Okay.  But you have no way to really check whether people, once they have installed it, they're using it in a way that it was meant to be used?

MS. MOORE:  The prescriptive savings would have taken into account, you know, average assumptions that are then applied on a prescriptive basis through our offering.  We are confirming that the thermostat was installed through our offer.

MR. FERNANDES:  Ms. Girvan, are you looking to query how technical resource manuals are developed and --


MS. GIRVAN:  No, I actually understand.  I was on that committee for a while.  I am just sort of looking at a high level.

I understand that the savings generated and the savings included in your plan are based on engineering assumptions and based on the TRC.

I am just sort of saying, over and above that, is there any way, are you serving customers?  Are you doing anything like that to figure out whether or not, in reality, not just based on an engineering assumption, in reality, whether people are actually doing what you are assuming?

MR. FERNANDES:  I think the point is that we have an independent OEB-Staff-run evaluation process with an independent evaluation contractor.  So if that is not what you are querying about, can you please clarify?

MS. GIRVAN:  No, I understand that.  I guess I am just wondering, do they intend to do surveys, do they intend to actually go on the ground and figure out, are people installing what they have said they would install, and with respect to the measures and also with the thermostat, are they using it in the way that it was intended?

MR. FERNANDES:  So outside of the impact evaluation process?  To what purpose, if I could clarify?

MS. GIRVAN:  Well, just to determine the actual savings achieved.  I guess I'm presenting maybe there could be a more practical approach than using the engineering assumptions and the TRM, but we can move on.  That's fine.  I understand what you are doing and what you are basing your assumptions on.

MR. JOHNSON:  Well, I wouldn't mind just adding a little bit.  I mean, again, in terms of the TRM, there is a process to update assumptions.  Again, that's an OEB-led process and, as Ms. Moore indicated, both for what's done for impact evaluation and what is done for the Technical Resource Manual.  Obviously the company has input to that. But it is the OEB that ultimately decides and prioritizes, along with the (inaudible), that decides what gets prioritized and move forward for additional analysis.

As part of the TRM process it isn't just meant to be a pure engineering -- sorry, it is part of the Technical Resource Manual.  When opportunities are brought forward, it is not just engineering calculations.  It is supposed to look at things like how technologies are used, and the level of information that goes into that varies by measure.

MS. GIRVAN:  Okay.  All right.  So from what I understand, if you could turn to page 14 of the compendium.  And from what I understand, the Whole Home program is subject to an audit, a pre- and post--audit, but with the single-measure program you are going to rely on contractors who submit supporting documentation, and you have included invoices, pictures, to confirm things have been installed.

Are you concerned about potential abuse, and do you know if this is the appropriate way to verify whether those measures have been installed?

MS. MOORE:  So we intend to require, you know, documentation, as we have outlined here.  It can include things like the invoice, the pictures, confirmation by the homeowner to ensure that this -- this measure was installed appropriately and was completed as identified.

MS. GIRVAN:  Okay.  All right.  Thank you.

Now I would just like to turn to budgets and cost. If you could turn to page 15 of the compendium, please.  So here we have the evidence provided by Enbridge, and we have your demand-side management plan budget, and at the top of that chart you can see that the total residential program
-- including the three elements we have just been discussing -- is $40.8 million.  And that is based on the 30 million for the Whole Home, the 14 million for the -- or 4 million for the single-measure, and 3.9 million for the Smart Home.

So I just want to clarify my understanding of that.  So your cost-effectiveness tests are based on those numbers?

MS. MOORE:  Our cost-effectiveness would be based on our participants and their installed cost of the equipment, as well as the promotion costs and delivery costs and admin costs that are displayed here.

Mr. Johnson, is there anything you would like to --


MR. JOHNSON:  No, I think you have covered it.  So I think what Ms. Moore was implying or indicating there is the incentive cost is considered an offset to the participant cost.  So it is not counted in the TRC --


MS. GIRVAN:  Sure, I understand that.  So -- but residential customers, in addition to paying the $40.8 million, they're also paying a portion of the, if you can scroll down, what I would call the portfolio costs, and that includes administration costs, evaluation and regulatory costs, and research and development costs.

So they're -- of that 18 million, they're paying a portion of that.  Is that correct?

MR. JOHNSON:  That's correct.

MS. GIRVAN:  Okay.  And it would be about 30 percent?  Is that a good assumption?

MR. JOHNSON:  There is an IR -- if you would like I can try and find it and turn it up -- that indicates --


MS. GIRVAN:  Okay.  No, I mean, if it's there, I can find it.  But it is a portion of those costs.

MR. JOHNSON:  Correct.

MS. GIRVAN:  So now can I take you to -- oh, and also, do residential customers pay for the residential savings by design?

MR. JOHNSON:  Yes, they would.

MS. GIRVAN:  Okay.  So that is allocated to the residential customer classes.

So if you can turn to the next page, the last page in the compendium, what I am just trying to get a sense of is sort of overall what residential customers -- what's embedded in rates for residential customers in 2023 related to demand-side management.

So if you look at line 1, column 3, line 14, column 3, and line 25, column 3, that, to me, says rate 1, which is in the Enbridge zone, M1, Union south, rate 1, Union north are paying 45.112 million, 27.346 million, and 6.030 million.

And I am not very good at math, but I did add that up, and it comes to 78.5 million, basically, just rounding off.  Is that correct?

MR. JOHNSON:  Sorry, you lost me on the math.  45 plus 27 plus 6?

MS. GIRVAN:  Yes.

MR. FERNANDES:  It should be in and around 78.5, correct.

MS. GIRVAN:  Yeah, so -- okay.  So that is a combination of a number of things.  It is the combination of your -- your program costs, your portfolio costs, the low-income allocation that is spread across all customer classes, the residential rate by design, and so that's all included in that 78.5?  Is that correct?

MR. JOHNSON:  Yeah.  Just looking quickly back at the previous page, the other one that jumps out at me, at least off the top of my head, would be the residential low-carbon program.

MS. GIRVAN:  Okay.

MR. JOHNSON:  But I think you have covered the vast majority of it.

MS. GIRVAN:  Okay.  So -- but as we discussed at the technical conference, I think it is with you, Mr. Fernandes, there is potentially more -- more money that could be allocated to residential consumers, and I am thinking of the availability of the 15 percent demand-side management variance account, and another 30 percent that could be allocated for other programs.  Is that correct?

MR. FERNANDES:  Correct.  This is on a budgeted basis.

MS. GIRVAN:  Yes.

MR. FERNANDES:  And then there are flexibility within the current framework which is the 30 percent, and I would -- I would want to make sure that we do use the DSMVA which is a variance account for a number of purposes.

So it would be probably best to be clear that there is a 15 percent overspend allowance that would allow us to go higher, which goes through the DSMVA, and then there is a 30 percent budget flexibility between the programs, just to make sure that we're not conflating those, because you know, the DSM -- the variance account is used for more than one purpose.

MS. GIRVAN:  Yes, sure, I understand that.

MR. FERNANDES:  Okay.

MS. GIRVAN:  Then just one last element.  In addition to that, residential consumers would bear a share of the overall shareholder incentive payments.

MR. FERNANDES:  That's...


MS. GIRVAN:  Yes.  And in -- I didn't include it in my compendium, but in 2023 I think it is 20.9 million is your maximum allowed shareholder incentive.  Is that correct?

MR. FERNANDES:  That's the maximum, but what we've noted throughout that there's simply not enough budget in the structure to reach that.  It's targeting the middle of that range is where we can reasonably be expected to land and that's borne out historically as well in Staff 18, which shows both the historical -- I think Mr. Quinn had it up as part of his compendium, and it also shows a back cast of historical results in the proposed governance structure.

MS. GIRVAN:  Okay.  So let's just say of that -- there may be residential customers would pay 30 percent of that at the end of the day?  30 percent would be the allocation -- maybe you won't reach your maximum.  So let's say you won't reach it.  But whatever you do reach, about 30 percent is allocated to residential consumers?

MR. FERNANDES:  Go ahead, Mr. Johnson.

MR. JOHNSON:  That would be a function of the performance of the programs.

MS. GIRVAN:  Okay.  And I note that in the past with respect to your Whole Home program or the home audit program with both Union and Enbridge, you regularly exceeded your targets.

MS. MOORE:  I can speak to that.  So the -- while the program offering includes a consistent basket of upgrades as previous years, the measure mix has significantly changed.  And that is a result of the changes that the company has made to the offering structure and the rebate structure.

So the participant forecast for the plan relative to prior years reflects these changes, particularly the changes that were made to the offer in 2020 and the associated decline in participation relative to previous years.

The rebate for the furnace was reduced twice in 2020, both at the beginning of the year and in the fall, and the number of measures required when the furnace is upgraded increased from two to three.

At the same time, Enbridge shifted the budget that was freed up to increase insulation rebates twice in the year with the same timing as these changes to the furnace rebate, both an increase to the attic insulation rebate at the beginning of the year to mirror the 250-dollar decline in the furnace, and then a further increase more broadly to all insulation categories in September.

As the offer decreases emphasis on the furnace, and in turn referrals from heating contractors towards insulation where opportunities are less obvious and there isn't the same replacement decision trigger point, participation decreased in 2020 quite significantly relative to prior years.

There was an increase in the insulation propensity and the insulation rebate helped to drive participation, but certainly not at the same level as the previous heating contractor referrals.

MS. GIRVAN:  Did COVID impact them?

MS. MOORE:  There would have been COVID impacts to the residential offerings, but there would have been both positives and negatives.

So by way of example, there were multiple suspensions when we were not undertaking in-person audits on a periodic basis.  So for example March of 2020, the program offering had a suspension at the start of the pandemic.

However, I will say that when the suspensions were lifted, we did see an influx of those home energy assessments.

And the other consideration here is with customers staying home, you know, scrolling on their phone more and seeing ads, but also staying home and just focussed on their home.  Like I know for myself, I've completed more, more projects over the past two years than I had in the whole previous time I had lived in my home by virtue of just being home.

So there were positive and negative impacts, I would say.

MS. GIRVAN:  I think your conclusion -- what you are saying to me is that although there was significant variances in the previous period, that's not what you are expecting to happen in this period?

MS. MOORE:  Yes.  And the other -- the other important consideration is, there is a long participation process for this offer.

So the effects from the rebate changes made in 2020 wouldn't have been fully felt in 2020.  So by way of example, seventy percent of our 2020 furnace participants enrolled in the offer by the fall of 2019.

So they were therefore motivated by the -- and received the higher 750 dollar rebate without the minimum three measure requirement, not the 500 dollar rebate implemented in January, or the 250 dollar rebate that was implemented later in the fall.

So it is really important to consider that there was a significant drop in participation in 2020 that was influenced by the adjustments in program structure specific to the furnace. We have talked through the past few days about --


MS. GIRVAN:  I understand.

MS. MOORE:  -- the strong referral piece from heating contractors, and they do remain an important referral source and we expect that will continue to decline.

MS. GIRVAN:  Thank you very much.  So all I am saying to you is just from a high level and say from the perspective of -- we have talked about this in past years, the perspective of participant and non-participants.

So I am looking at this and I am seeing in 2023, residential customers are paying more than $80 million in rates.  And I realize that is subject to the two dollar bill impact, but it seems like a lot of money given that your sort of main program, the Whole Home retrofit program is only serving 14,000 customers.

And that is out of a base of about 2 million.  And it is just to me -- I'm not sure, but maybe the 40 million dollars could be used in a better way.  It just seems to me $80 million is a lot of money for what I would call a relatively small number of comprehensive participants in the Whole Home program.

MS. MOORE:  I would just say that our focus really has been on these comprehensive Whole Home retrofits.

We are expanding eligibility to include single measures and comprehensive professional air sealing for this plan period.

These types of upgrades do tend to require a material rebate and material program support to best motivate homeowner action.

The example is the cost of the audit.  So there 
is a --


MS. GIRVAN:  I understand that.

MS. MOORE:  -- high value.

MS. GIRVAN:  Sorry, go ahead.

MS. MOORE:  I was just going to add there is a material cost for these types of offerings.  However, I would, I would -- I suppose just reiterate that this is completely aligned with, you know, comprehensive long term savings that avoid lost opportunities for conservation in the province.

MS. GIRVAN:  All I am really saying is my observation is -- I understand that, and you're talking about the program costs.

I am talking about all of the other costs that are allocated to residential consumers, many of which will not be participating in your programs.

We can leave this to argument.  But to me, when you have more than double of the program costs added on to what  residential customers are paying, it doesn't seem like a great idea to me.  But that is just something for argument, I suspect.

MR. JOHNSON:  Ms. Girvan, one thing to point out is there is a portion of the low income program that would also go to residential customers.

MS. GIRVAN:  I realize that and it is $11 million.  But it is the rest that concerns me, the overhead associated with facilitating demand side management within Enbridge that has been allocated to the residential customers where there are a relatively small number of participants.

But as I said, we can leave that to argument.

MR. JOHNSON:  I just want to make sure then that your comment about double, that's not overheads.  That is a number of other programs.

MS. GIRVAN:  It is close, yes, it is close.

MR. FERNANDES:  There's new construction and the low-carbon programming, which all benefit residential consumers, and once you take out the low-income portion I think double is a clear overstatement.

MS. GIRVAN:  Okay.  We can leave that for now.  And I just have a few questions on the NRCan collaboration, and I just wanted to get a sense, and it is probably in the evidence.  There is so much evidence that I find it hard to go back and find things.  But how long have you been in discussions with NRCan?

MR. FERNANDES:  It's been since the fall.

MS. GIRVAN:  Okay.  Since the fall.  And I am a little confused, and I just need some clarity about how it is expected to work.  And I realize the details aren't worked out yet, but will you both be offering the program and doing it with different incentive levels?  Or is there going to be one program delivery that NRCan will contribute to that Enbridge will deliver?

MR. FERNANDES:  It's intended -- again, it's still under negotiation, but we have agreed in principle that we will jointly fund a single program.

MS. GIRVAN:  Okay.

MR. FERNANDES:  Enbridge is already in market in Ontario, so that we would be the program administrator.  The --


MS. GIRVAN:  Okay.  So --


MR. FERNANDES:  -- intention is single-face to the customer.

MS. GIRVAN:  So is there an expectation then that your overhead costs or your administration costs will be reduced through that collaboration, in terms of the result of economies of scale?

MR. FERNANDES:  So that has typically been something that I believe the OEB and others have looked for.  We expect that to be the case.  The only thing I would note is that the Whole Home program spans most of the province already.  It is already at scale.  So I do expect that to be the case.  We haven't finalized the agreement.

I would just make sure that -- point to parties that the degree of that is not necessarily going to be that large, but I do expect it to be -- be true.  It will be positive.

MS. GIRVAN:  And that's something you will report on when you file an update?

MR. FERNANDES:  Yes.  I expect that we would do that, and it would also come through in the actuals.

So the way we have typically done this, if we have a cost savings, there's no opportunity for the company to keep that savings.  It either goes back to customers through the variance account or we deploy it in incremental programming, so it either benefits the customer directly as a return, or we use it for a greater degree of participation.

MS. GIRVAN:  Okay.  And are there any efforts to market this program, the Whole Home program, to communities, say, with older homes, rather than, say, downtown Toronto, where people live in very expensive homes, to communities that, yeah, that, you know, that need it, versus just to all of your -- all of your customers.

And I just looked at your website last night and it is front and centre, and I am just wondering, do certain people who -- the first in have greater access to the program?  Is it first come first serve?  Or do you intend to sort of focus the marketing on different areas where people really need to make some changes to their older homes?

MS. MOORE:  So the program is available throughout the year to all of our customers.  To your question on targeting, that is something that we undertake.  So both when we're looking at targeting -- I will use a direct-mail or e-mail blast as an example.  Factors such as age of home, as well as consumption, are factored in when our marketing team is looking at targeting.

That is just one example.  But they do look at a variety of factors when they're targeting -- they're targeting promotional activities to our --


MS. GIRVAN:  Did you consider some type of income test for the Whole Home program?

MS. MOORE:  We had considered an incremental moderate income offering that is offered in other jurisdictions in some cases.  Around that we had looked at the propensity to participate across different income thresholds and had determined from that that -- that the moderate-income segment was relatively represented in our program participation.

I would say the other piece that we have layered on is the single-measure offering, which provides the opportunity to complete a single insulation upgrade or professional air-sealing as a discrete project, and obviously that would therefore be at a lower -- a lower investment to a residential customer without upfront investment to the audit and those kinds of things.  So that is an additional pathway that we have layered in.

MS. GIRVAN:  Thank you.  And I just have one last question, and you, as a result of the technical conference, produced a very comprehensive response to Undertaking J2.10.  And we don't need to bring it up.  I think we all know what it is.  It is Enbridge's response to the expert recommendations from various reports.

And I am not going to get into detail, but if the OEB decides that there need to be incremental or fundamental changes to your plan, how do you expect to deal with that?  And I am just curious if you thought that through in terms of timing or if, for example, it might be necessary to roll over 2022 into 2023 until you can actually incorporate those changes.

I realize that you don't know what that might be, but there is the potential, and I am just curious as to how you might deal with that.

MR. FERNANDES:  Ms. Girvan, that is -- that is a challenging question to respond to, given the hypothetical nature.  It is completely dependent on not just the fact that we're asked to make a major change.  It is also on what that change is.  So different things would take a different length of time.

But if -- you know, I think you have already embedded one of the responses, is that if something is clearly going to, you know, make a gap in the market, I think there is a clear expectation -- if you look at the mandate letter, it specifically references ensuring that there is, what we would call continuity of programming or still availability of programming for customers.

So that is an important consideration, and one way that it has already been done is a rollover, as you suggested, but I would note that we are still operating under legacy utility programming, and that's becoming increasingly problematic as time goes on.  Some of the programs are no longer operational.

So we're at the point where, you know, from the company's perspective, we need to have an integrated program of offerings within the market.

So if the Board wanted to make substantial changes, we already had the suggestion that they approve the suites of programs that we have, and we originally asked for that on an interim basis in order to try and get the programming ramped in 2022.

I would think something more akin to that would be appropriate, and then we would make adjustments from that point.  The uncertainty that this creates is problematic for the industry.  Our customers have planning horizons which they need to make these decisions over, particularly the larger ones, but even residential customers need to plan.  So it is important for us to have that certainty for our delivery agents and for our employees as well.

MS. GIRVAN:  Okay.  And just one last question.  So on the residential offerings, we have seen in the context, really, since you have filed your plan that we've got rising commodity prices, we've got rising inflation, and we've got rising carbon prices.

And are you doing any analysis to study the extent to which consumers in your franchise area might be taking their own measures to try to reduce their bills versus participating in your programs?  And I guess my thing is the landscape is changing pretty quickly and there's pressures on customers, and I just wondered if you are looking at that in any way.

MR. FERNANDES:  The fact that the landscape is changing isn't new over the course of the 25-plus years that the company has been delivering conservation programming.  There's been other periods where there's been large changes in things like the commodity price.

So, you know, throughout that time the company continued to deliver conservation programming.  If it drives additional uptake, that's wonderful.  We are meeting our policy objectives.

MS. GIRVAN:  I'm not talking about uptake.  I'm taking they're just doing it on their own.  That is what am wondering, if you have looked at that.

MR. FERNANDES:  I think Ms. Moore might be able to talk about some of the surveys that we do that are included in the evidence, and that is redone periodically.  But I think there is a number of factors we're always looking at from the perspective of understanding our customers wants and needs, so that we can try to reach them better from a conservation perspective.

MS. GIRVAN:  Okay.  Sorry, I just missed one last question.  From what I understand, some municipalities across Ontario are offering financing programs to sort of help with, I think, carbon reduction.  Are you aware of any of that going on?

MR. JOHNSON:  We're aware that municipalities are looking at different options.  I am not aware of any specific details.

MS. GIRVAN:  Okay.  Do you see that in conflict with any of your programs?

MR. JOHNSON:  No, I wouldn't say so.  I think -- so we've got a section within the evidence that talks about our municipal engagement plan, where we want to work with municipalities and see if we can figure out ways to combine our programs or work in tandem with their programs.

So our intent is, where possible, to work with municipalities, to reach sort of our mutual objective of helping customers manage their energy bills.

MS. GIRVAN:  Okay.  All right.  Thank you very much, panel.  I appreciate your answers.  Thank you.

MR. JANIGAN:  Thank you, Ms. Girvan.  We will take our morning break now and return at 11:40.
--- Recess taken at 11:24 a.m.
--- On resuming at 11:43 a.m.

MR. JANIGAN:  Thank you very much.  We will now proceed with the questions from counsel for the Ontario Sustainable Energy Association.  Ms. Jackiw.


Cross-Examination by Ms. Jackiw:

MS. JACKIW:  Thank you.  Good morning, Commissioners and panel.  Raeya Jackiw, counsel for the Ontario Sustainable Energy Association.  Thank you in advance for your time today.  Other intervenors have covered a lot of ground over the last few days, so my questions are limited, and I will be likely less than ten minutes.

My questions relate to Enbridge's application of the Total Resource Cost-Plus test, or TRC-Plus, and specifically to Enbridge's response to OSEA's interrogatory 3(b) under issue 10.  Thank you, Ms. Adams.

In interrogatory 3(b) we asked for Total Resource Cost-Plus benefit and ratio calculations for all DSM programs assessed for inclusion in the DSM plan.

In response to question 3(b) Enbridge stated that specific TRC-Plus benefit and ratios were not calculated for offerings that were not included as part of the DSM plan; rather, Enbridge reviewed customer participation levels, conducted market research, and conducted jurisdictional scans.

So just to confirm, is it accurate to say that Enbridge did not consider the Total Resource Cost-Plus test and inputs in assessing the programs that were ultimately not included in the application?

MR. GROCHMAL:  I can jump in here first.  Sorry for the -- thank you for your patience, Ms. Jackiw.

Okay.  So could you just -- just so I can be clear on your question, you asked about whether TRC was a key consideration, or did I capture that right?

MS. JACKIW:  Yes, for programs that were not included, was the TRC-Plus test and factors considered in that?

MR. GROCHMAL:  Well, I'm going to start with -- like, take it from the top down.  We have a requirement in the framework to make sure all our programs pass the TRC screening, and we actually endeavour to ensure that happens at the offer level.

I guess what I would say from a program design standpoint is that, you know, it's not the main determinant in designing our program offers.  I mean, it is based more so on the opportunities, the feedback, you know, as we discussed yesterday, the balancing of objectives.

So, you know, in some of the cases, some of the examples we bring up here, you know, we just, we didn't get -- you know, the thinking is, you know, we start with the program strategy and how we want to best serve different groups of customers, and, you know, from there we proceed to doing detailed design.  


And I think in some of these cases we just don't get far enough down that path to actually run TRC, because, you know, we decide, for example, that, hey, we want to 
offer -- I will use an example here, like a program that's going to target, like, a goal-based deep savings approach, we decided on an energy performance program as opposed to like a deep energy retrofit program offering, so that just an example if it helps.

MS. JACKIW:  Okay.  That is helpful.  Thank you.  So I guess the first step as suggested in your IR response is that you conduct the research, and if the research suggests low savings, as it did with the residential energy literacy offering, as an example, or if the research suggests some other issue, then the program is sort of taken off the table at that point.  Is that accurate?

MR. GROCHMAL:  There are a number of reasons why we take it off the table, but that is one possibility, yes.

MS. MOORE:  And I would just say to your example, yes.  So Enbridge sought to prioritize our offerings within the overall budget envelope, and based on the savings that were projected for something like the behavioural energy literacy offering, it was not prioritized to move forward.

MS. JACKIW:  Okay.  Understood.  Thank you.  And what are some of the other reasons why something might be taken off the table at that stage?

MS. MOORE:  So the other -- another example would 
be -- you know, is around customer barriers and market need.  So by way of example, for the moderate income offering that was considered and not ultimately pursued, we had assessed the propensity to participate across income categories and found that it was relatively proportionate and determined that a moderate income offer, therefore, was not something that we would pursue as a stand-alone for home retrofit, but would rather seek to ensure this market is -- continues to be best served through other approaches, inclusive of our single-measure insulation and professional air-sealing offer.

MS. JACKIW:  Okay.  Thank you.  So if the initial sort of research and whatnot suggests that a program is appropriate and feasible, the next step is to do the TRC-Plus calculation sort of further down the line before choosing whether or not to include it in the plan?  Is that accurate?

MR. FERNANDES:  I think we could state that in order to even just run the TRC calculation we need a fair bit of detailed information.  So if there is a determination within a sector, then we did bring things down to the sector that the other programming was meeting kind of the broader needs and we had constraints with respect to budgets.  You may not do incremental work on pieces that you don't think are -- already can be pulled off for other reasons, as Mr. Grochmal and Ms. Moore already stated.

MS. JACKIW:  Okay.  Thank you very much.  Those are my questions.  Thanks again for your time today.

MR. FERNANDES:  Thank you.

MR. JANIGAN:  Thank you very much, Ms. Jackiw.  I would now call upon Mr. Brophy from Pollution Probe to ask questions of this Panel.
Cross-Examination by Mr. Brophy:

MR. BROPHY:  Good morning, Commissioners and panel.  My name is Michael Brophy on behalf of Pollution Probe.

I guess to get started, there was a couple of items we had filed.  I understand, Mr. Murray, that we should probably mark those now?

MR. MURRAY:  Yes.  So perhaps you can describe the first documents, the title.

MR. BROPHY:  Sure --


MR. MURRAY:  As an exhibit number.

MR. BROPHY:  The first one was filed as Exhibit A, a B.C. Hydro Power Smart example.

MR. MURRAY:  And the title is "Community energy managers, internships, and co-op students"?  Is this the document we're talking about?

MR. BROPHY:  Yes.

MR. MURRAY:  That will be given Exhibit K3.4. 
EXHIBIT NO. K3.4:  DOCUMENT PREVIOUSLY FILED AS 
EXHIBIT A, A B.C. HYDRO POWER SMART EXAMPLE ENTITLED "COMMUNITY ENERGY MANAGERS, INTERNSHIPS, AND CO-OP STUDENTS".

MR. BROPHY:  Okay.  The second one, called Exhibit B, it is two samples of Ontario community energy plans, which is up on the screen now.

MR. MURRAY:  And it is titled "city of Toronto transform T.O. report, figure 33".  Correct?

MR. BROPHY:  Correct.

MR. MURRAY:  And that will be given Exhibit K3.5. 
EXHIBIT NO. K3.5:  DOCUMENT PREVIOUSLY FILED AS 
EXHIBIT B, TWO SAMPLES OF ONTARIO COMMUNITY ENERGY PLANS, ENTITLED "CITY OF TORONTO TRANSFORM T.O. REPORT, FIGURE 33".

MR. BROPHY:  Okay.  The next one was -- we called Exhibit C.  It is actually the existing OEB DSM framework.

MR. MURRAY:  That will be Exhibit K3.6. 
EXHIBIT NO. K3.6:  DOCUMENT PREVIOUSLY FILED AS 
EXHIBIT C, THE EXISTING OEB DSM FRAMEWORK.

MR. BROPHY:  Okay.  And the final one we called Exhibit D.  It is two-page IR response from an expansion project, North Bay.

MR. MURRAY:  And that will be -- it is an interrogatory response in file 2019-0188, and that will be Exhibit K3.7. 
EXHIBIT NO. K3.7:  DOCUMENT PREVIOUSLY FILED AS 
EXHIBIT D, A TWO-PAGE IR RESPONSE FROM AN EXPANSION PROJECT, NORTH BAY, AN INTERROGATORY RESPONSE IN FILE 2019-0188.

MR. BROPHY:  Great.  Thank you for that.  Okay.  We have got a lot of ground to cover, and so I will go quickly.  I just thought I would spend a quick second -- well, actually, just for Bonnie's benefit, I will probably refer to the DSM framework first, but I just wanted to make a quick comment or question in relation to some issues that were brought up by Consumers Council.  They had flagged a couple of concerns and issues related to the evaluation and audit process, and we have a list of concerns on there as well, but we didn't plan to bring those up today, 
because -- and I think, as the panel mentioned, it is not Enbridge's accountability under the current framework.  It is the OEB that runs that process.

So we would be interested in certainly having a process to bring those up and flag them in our submissions, but I didn't think it would be fair to ask this panel about it, because it is not your responsibility as well.  Does that -- I think that probably just stands on its own.

Okay.  So the first question is in relation to the document that is on the screen.  It is the existing DSM framework.  I am not going to go through it in detail.  We can come back to it later if we have time.  But I just had a couple of quick questions.

So this OEB framework that's marked as K3.6, this is the framework that Enbridge has been using since 2015 and up to current in 2022.  Is that correct?

MR. FERNANDES:  This is one of the documents.  This is the filing guidelines.  There is also a Board decision that outlines a number of items, and then there were -- was a report on the Board for the midterm that has some additional items that we have been operating under since that point in time.

MR. BROPHY:  Okay.  So you are saying then that if Enbridge or stakeholders were to look at the OEB's DSM framework guideline, that's not enough.  You need to now look at past decisions and other things, then, in order to triangulate what Enbridge is supposed to be doing?

MR. FERNANDES:  Yes.  One of the examples would be the addition of carbon costs.  The TRC-Plus had a 15 percent adder at one point in time.  It was inclusive of the carbon costs and the mid term review.

There was a number of discussions and the Board subsequently said, you know -- in the report, asked the utilities to include that.

So there are other updates, and that is just one example.  But you can't look at a single document and say this is how we're operating today, and I think that was noted on the Presentation Day.

So the companies endeavoured to put it into a single document to be helpful.

MR. BROPHY:  Okay.  So there's updates needed to the current DSM framework to get you to where you need to operate in the future, I believe is what you are saying.  That's correct?

MR. FERNANDES:  We've proposed a complete single document that we would operate under.  And if there's changes, we would propose that that should actually be changed in the document and a revision -- a revision to a single document would be released to make sure it's clear on the framework that we're operating under.

MR. BROPHY:  Okay.  I think you have confirmed that it is the OEB or OEB Staff that owns the DSM framework guidelines, and I guess it will be them that continues to do the updates to those.  Is that correct?

MR. FERNANDES:  How those updates get concluded, if the Board were to, you know, make a decision that required changes, if they wanted the company to put it into the single document, I think we can endeavour to do that.

So from a process point of view, I don't think we've necessarily suggested what that would look like, but there's a number of ways that could happen.

The point was that we wanted to make sure there was a single consolidated document that had all of the policy items included in it.

MR. BROPHY:  Sure.  Thank you for that.  And certainly it would be handy to have, for 2023 and beyond, a single spot where, you know, things are contained and updated by the OEB or OEB Staff as needed in the future.  We would agree with that.

So you mentioned Enbridge filed, you know, some of the changes that you think should be made.  When is the right time for all of the other stakeholders to propose the changes that they think should be made to the DSM framework document?

MR. FERNANDES:  This proceeding.

MR. BROPHY:  Okay.  So this proceeding, they should be submitting those changes.  The OEB or OEB Staff would then take those back, determine what should be in there and then issue a new framework.  Is that the process?

MR. FERNANDES:  As part of the application, we explicitly asked the OEB to approve the framework.

So if that includes feedback from interested parties and subsequent changes, I am assuming that would happen here.

MR. BROPHY:  Okay, thank you.

MR. FERNANDES:  Or if there is another process, it would be determined by the OEB.

MR. BROPHY:  I think we're on the same page.  I just wanted to validate that.

Then is it fair that Enbridge believes that the current audit and evaluation approach also has some issues and should be modified in the future?  I think you have stated that before.  I just wanted to validate --


MR. FERNANDES:  I think Mr. Johnson would probably want to clarify it.  So I think there's been a few interpretations of the evidence that I think he could probably clarify best.

MR. JOHNSON:  Yeah.  I guess I would want to understand your question a little bit better, Mr. Brophy.  I think there are certain things that we proposed, like terms of reference, evaluation protocols, which in our view is intended to provide more clarity.

MR. BROPHY:  Yes.  And I didn't mean to go down the full list because we don't have the time for that today.  But from what I believe you've indicated, the status quo approach is not good enough.  There should be some changes and you have mentioned a few of those just now, and I am sure there is more as you look through the evidence as well.  Is that fair?

MR. JOHNSON:  Yes.  What I will say, though, is a lot of what we're proposing is simply intended to provide clarity around things.

There are some things that I could agree with you would be changes, but a lot more of it is more around just documenting interpretations that perhaps we have and maybe haven't been clear, or haven't been formally documented in the past.

So we just want clarity and documentation around a lot of things.

What I would say is others may read some of that and say that is not their interpretation, and this is exactly the time to go all right, let's talk through that and understand maybe why we interpreted things differently.

But to your point, I think there are probably areas where we're suggesting changes as well.

MR. BROPHY:  Okay.  And there's stakeholders, like Ms. Girvan raised a few and we certainly have some.  I guess this is the proceeding maybe to bring those up and look at opportunities to resolve those in some way, it sounds like.

MR. JOHNSON:  Yes.  I mean, I believe there are IRs that actually explicitly asked that question.

I could try to dig it up, if you'd like, and that is our position that now is the time to debate those things.

MR. BROPHY:  Okay, thank you for that.  I am just going to change gears slightly.

Just -- there was a discussion, I think it was yesterday, it might have been the day before, with Mr. Elson and I had a few questions coming out of that.

I didn't intend to pull up the transcript, but if we need to, we can.  I don't think it is really needed, it is fairly high-level stuff.

During the panel's discussion with Mr. Elson, I think it was Mr. Fernandes, it might have been somebody else, indicated that Enbridge does not believe that past OEB proceedings or decisions are necessarily relevant here since you received the letter of direction from the OEB dated December 2020.

Am I picking that up correctly, that you are not looking at historical proceedings or decisions or things, that you are kind of resetting the clock as of December 2020 when you received that letter?

MR. FERNANDES:  I don't think that would be the right way to portray it.  We've clearly carried over items from the current term that the OEB has previously ruled on and even if the company doesn't agree with them, we're not proposing to change them, such as the productivity factor and, you know, other items.

What we stated was that in the DSM letter, the Board directed us to look at a number of things and in the things that the OEB asked us to look at, previous decisions were not part of it.  So that's a distinction that is important.

They clearly asked us to look at the results over the current term, evolving policy, the APS, a number of items, but they did not explicitly state any reference to a previous decision.

MR. BROPHY:  Okay.  So there is a lot of, you know, things that have happened in the last three decades obviously, and some of it may be relevant and some may not.

But I will just use one example.  In 2021, the OEB had a decision for EB-2020-0192.  It was the London lines decision where it indicated that Enbridge should be assessing DSM opportunities more for all future projects.

So is that an example of something you think you should ignore?  Or do you think that that is still relevant?

MR. FERNANDES:  Pardon me?  Could you tell me when the decision was rendered?

MR. BROPHY:  In 2021.  It's not that far back.  It is a fairly recent decision, and we went through it in quite a lot of detail previously.  But I can pull it up, if you need.

MR. FERNANDES:  Do you have a date on it?

MR. BROPHY:  EB-2020-0192.

MR. FERNANDES:  So this is prior to us filing the application, and subsequently the Ontario Energy Board had a decision in the Integrated Resource Planning Framework proceeding, and it concluded that combining DSM and IRP is premature, and I think we stated on Presentation Day and also in our evidence that we don't have anything included in this application with respect to the integrated resource planning, so we are not asking for any approvals for any IRP plan within this application.

MR. BROPHY:  Okay.  So when the OEB directed you to look at DSM options in that 2021 decision, you don't think that is relevant to DSM?

MR. FERNANDES:  That is an IRP, or integrated resource planning, discussion, because it is seeking to defer or offset infrastructure, and there was a clear distinction between the two in the IRP framework proceeding.  I think you were part of that, Mr. Brophy.

MR. BROPHY:  Yes.  Yes, I recall that.  And I guess that is one of the challenges I have, is IRP includes DSM as an option, and if Enbridge is not coordinating DSM with DSM, that doesn't seem very efficient.

I am assuming that the IRP group would be leveraging DSM expertise in order to develop the DSM programs for IRP purposes, or are they just starting from scratch and ignoring the last three decades of competencies that Enbridge has built up?

MR. FERNANDES:  No.  They're not doing that.  Although it's not part of this proceeding, I do want to make it clear, I think we have it in the evidence that it is fully the company's expectation that when geo-targeted energy efficiency, which would be under integrated resource planning, takes place, we fully expect that the DSM team would be in the best position to actually implement.

But the distinction was clear that the objectives are different.  One is trying to reduce annual consumption as per the DSM objectives that we have, and the other is trying to reduce or defer infrastructure.

They may use the same measures and they may be executed in a similar way, but the company said that if its intention is for the objective of deferring infrastructure, then the funding would come from a different source.

So hence there is no overlap in the budget that we proposed.  Any integrated resource planning that includes DSM or, you know, targeted energy efficiency would be funding outside of this budget or incremental to this budget.

MR. BROPHY:  Yes.  And I understand the difference of trying to avoid or delay infrastructure investments through the use of DSM versus all of the other benefits that have been talked about in the proceeding, so that is helpful.

I think you did mention in your comments that you do leverage back and forth or intend to when you deliver DSM through IRP and DSM through DSM.  I think you acknowledge that.  That's correct?

MR. FERNANDES:  That's correct.  We do expect that there would be, how would we call it, delivery efficiencies with that respect, and we have, you know, standard processes that we would expect to be able to deal with that once it arises, once an actual IRP plan is proposed.

MR. BROPHY:  Okay.  And to the extent that the DSM group comes up with best practices, better DSM programs, more cost-effective, more efficient partnerships, any of things we have been talking about in this proceeding, to the extent that they're beneficial, I am assuming that would then also be leveraged for the DSM programs in IRP if applicable.  Right?

MR. FERNANDES:  Yes.  For the targeted energy efficiency within IRP, the company of course would apply all its learnings.

MR. BROPHY:  Okay.  Terrific.  And I guess that would also apply with technologies, like -- I will just use the example, air-source heat pumps has been used in this proceeding for discussion.  That's a potential for DSM program.  It is also a potential for an IRP alternative.

So the extent that you do research or partnerships on things like air-source heat pumps, that could be used both in DSM and as an IRP alternative.  Is that correct?

MR. FERNANDES:  So Mr. Brophy, there's a few things, and I think we're going down the path of revisiting the IRP framework decision, but of course we would take all of our learnings and apply them appropriately, but I believe in the IRP framework decision the Board explicitly asked the company not to do electrification measures.

I was not part of that proceeding, but, you know, we're bleeding into areas that are not within the application that we have here today.

MR. BROPHY:  Well, then I guess that is the line that I wanted to differentiate, and I was afraid in the discussion so far that the OEB panel may walk away thinking there is silos between IRP and DSM and that they can't be coordinated in an efficient manner, which, I think you have clarified that is not true, and in fact Enbridge would be coordinating.  There is a lot of overlap and efficiencies that will come from that.

So it is a bit of an artificial barrier between the two, in my mind.  It might be different people being paid by different line items in the Enbridge budget and measured differently, but a lot of the activities are synergistic or should be, and there should be a lot of collaboration and, you know, efficiencies that come from that.  Is that fair?

MR. FERNANDES:  I think we said in our evidence that we fully expect that if there's targeted energy efficiency, that the same team that delivers DSM programs would -- would be the ones who are doing that targeted energy efficiency programming.

But we don't actually have any IRP plans to discuss, so right now we're kind of talking about something that's both hypothetical and outside the scope of what we propose in this application.

The important distinction is that they have different objectives and different funding sources, so they're not included in the budget.  If and when that happens, we've clearly articulated that we fully expect to run them, as you said, in a synergistic fashion, and there is ways of handling how the cost allocation, for example, would work with that.

MR. BROPHY:  That's great to hear, because that was the next question, is, you know, if there is a lot of benefits that come out of the DSM program that help IRP, and then the IRP program leverages that, then I am assuming that, you know, any DSM costs that relate to the IRP then get allocated over there and, you know, we're not using the DSM budget to do specific IRP things, I am assuming.

MR. FERNANDES:  We have said that we would allocate those costs, you know, once we have an IRP plan, we would know what they were.  And the only thing that we have in this proceeding, as we said, you know, a threshold, that if the allocation over to an IRP plan or a number of IRP plans was excessive, we set a threshold that, you know, we would want to probably come back and look at that, the intention being is that you wouldn't want to subvert the DSM plan budget, but what we're mostly talking about is compensation costs, and it is hard to imagine until we have quite a number of IRP plans that we would be allocating a material portion of the cost.

So we set a few materiality thresholds just to keep it simple in the interim as IRP planning ramps up, but we fully don't expect it to have any real impact other than we are keeping them separate from an objective and a funding point of view, and that would include tracking the results separately as well.

MR. BROPHY:  Thank you for that.  And certainly, you know, we support efficiencies and as much collaboration between those, given that they're very kind of common.

And actually, the customers that they target are similar too.  It can be potentially the same customer.  You mentioned the term targeted DSM in relation to IRP.  That is just really a DSM initiative that's done in a more concentrated geographic manner.

So instead of blanketing an area or a province, you then pick an area and just try and apply it in a more concentrated manner.  Is that -- am I picking that up correctly?

MR. FERNANDES:  Well, we would call the DSM plan broad-based.  We're targeting annual consumption.  So that is what we're trying to help customers reduce their annual consumption.

IRP is a fundamentally different objective, which is trying to reduce their peak demand.  And it is usually tied to infrastructure.  So it is in a particular area.  So it is geographically located.

So there's a couple of fundamental differentiations there.  So it could be the same measure, but if it's done for the purposes of trying to reduce peak demand to offset infrastructure, then we would say that's IRP, which is by definition geo-targeted or in a subset of the province rather than our entire area that we serve our customers.

MR. BROPHY:  Okay.  Perfect.  Thank you for that.  So if there was a customer in a community, a municipality in Ontario that was constrained that was a focus of IRP and Enbridge applied targeted DSM, there would be some sort of offering or initiative there that the customer could accept or undertake.

They would also be able to, as part of your broader DSM programs undertake, you know, similar programs from that.  So they have the option, then, if there's an IRP initiative in a municipality, to take the DSM option, the IRP option or potentially both, I guess.  Is that correct?

MR. FERNANDES:  We don't have any IRP plans that are proposed right now, to my understanding.

The company has made the distinction and presumably if you're correct, we would never kind of take away customer choice.  But presumably if they were targeting a particular area for IRP purposes, the whole point is to try and, you know, increase adoption and whether that is through marketing or enhanced incentives or, you know, it would be geographically bounds and time bound in order to have the effect on whatever the IRP plan is trying to address.

So presumably there would be something that was additional enticement for that particular area, if it was the exact same offering, which it isn't necessarily because we're being hypothetical.

So presumably it would be in the customer's interests to take the better of the two and not both.  And I'm, you know -- no plans have been set in place and there's been no IRP geo-targeted program offerings designed and developed.

But the point would be to try and meet that objective, setting aside the DSM, the broader DSM effort in the rest of the -- of our service territory.

MR. BROPHY:  Okay, thank you for that.  We eagerly await the IRP programs.  I am not going to ask you about those.

I don't recall -- the air source heat pump DSM incentive, what was the amount that you are proposing for that?  How much to the customer?

MR. FERNANDES:  In the Low Carbon Transition Program?  I think I would have to put that over to Mr. Grochmal.

MR. GROCHMAL:  Well, there's a variety of different set of measures.  Do you have a particular measure in mind, or do you want me to provide a range or summary?

MR. BROPHY:  Just the air source heat pump.  So under that, a customer undertook the air source heat pump incentive from you, how much would they get for that in 2023?

MR. GROCHMAL:  Electric or gas?  Sorry, 2023, that would be electric.  That would be approximately $2800.  I just -- it might be 2850, but it is in that order.

MR. BROPHY:  Okay.  Ballpark is fine.

MR. GROCHMAL:  Yes.

MR. BROPHY:  I'm sorry.  I thought I heard something else.  It must be on my side.  Okay.  So like I think you said about $2500, is that right?

MR. GROCHMAL:  I think our initial estimates are about 2800, Mr. Brophy.

MR. BROPHY:  Okay, super.  So then if in that same community an IRP program for air source heat pumps was done, say it was 5,000, then the customer would obviously pick the higher amount and it would work itself out there, I think.  Okay.

I will move on to the next topic and that -- I am just going to refer to -- I guess it is K 3.7, so the North Bay IR response.

So just changing topics quickly, and I know there's some discussion with Mr. Elson as well in relation to offering the most efficient gas options possible out to customers and communities.

I think it might have been Mr. Dunstan, I might have this wrong.  I can pull up the transcript if we need it.  He indicated if a consumer business or community is going to move to natural gas, it is done in the most efficient way possible.

Did I catch that right overall, that that is the approach?  If somebody is going to move to gas or make a decision on a gas appliance, you want them to do it in the most efficient way possible?

MR. FERNANDES:  I think it was under the principle of minimizing lost opportunities and I will paraphrase, but the explicit feedback from the framework consultation from GEC and Environmental Defence specifically noted this, that at the time a consumer is making a decision, we should be seeking to intervene to minimize lost opportunities because if they make a certain decision, what would we call, say, the wrong way or less efficient way, that decision point may not come up again for a long period of time.

So we take it as more than one thing, as I think Ms. Moore talked about with the residential program, if an appliance is going to be changed.  So yes, you can incent them to get the efficiency from say 95 to 97, but that is quite small.  But it is an opportunity where they're in the mindset, so you should also take -- the mindset of making an explicit decision around their energy consumption.

So you can take that opportunity to, again, move them to additional measures and that same principle would apply across a number of items in the various sectors.

MR. BROPHY:  I think that is a fantastic summary.  If it's not word-for-word, it is about lost opportunities and getting DSM action to happen at the right time.

So I just picked this as an example.  There is a lot of expansion projects going on, so this is one of many.  We had been pushing for more DSM to occur on system expansion because that is the time when customers actually make a choice both to move to gas potentially and to change out their equipment.

And so we had asked for the customer package that was circulated in the North Bay, and we have done it on other cases as well.

There was nothing in that package that related to DSM.  So, you know, if you look down to the highlighted section, to the response, we are looking at the DSM-type information that was provided.  So just a very short thing, you know, the project in North Bay is an area currently not served by natural gas.  For this reason, DSM and the potential savings a customer can realize through efficiency and conservation measures were not prioritized.

So one of the concerns we have is now with all of these expansion projects and then the ones that have happened over the last few years, including this one, DSM is not being highlighted and there is lost opportunities exactly at the time when a customer may switch to gas and pick the -- do a renovation and add new equipment.

So, you know, what we were going to propose, and I would like your thoughts on it, is that the OEB when they issue the updated framework specifically address this to make sure these lost opportunities are captured, because I think these folks have fallen through the cracks and as you mentioned, it is some of the most cost-effective and best time to catch these customers.

Do you see any issue with that proposal?

MR. FERNANDES:  I think I should provide some context and then there is probably a better or -- sorry, maybe not better, but certainly more immediate response to that.

The timing of this, they were talking about in January 2018.  So as everyone is aware, the two legacy gas utilities were amalgamated through a MAADs application around this point in time.

I think the way I would describe it is in that process, there are a number of changes and some practices may have fallen off in ways that weren't necessarily intended.

So with -- you know, your point has been noted, Mr. Brophy.  And what I would say is that both legacy utilities at various point in time when they had more frequent community expansion had offered conservation programming on that and as part of the amalgamation, that may have been lost.

It has been noted.  I have explicitly reached out to the group that is handling the community expansion and make sure they're connecting with our marketing folks to get their material together included as part of a package.

So we are already ensuring that when we're going to a new community, we're front and centre with conservation.  You know, like what you just said, I believe it to be true.  It is an opportunity.  They're going to be making a number of equipment choices.  It would be appropriate for them to look at their building envelope at that point in time to make sure that they do any other upgrades, because they're already in -- you know, thinking about energy.  That would help with better sizing and comfort for the customer.

So we are ensuring that when we go out to communities, as part of trying to attract them as new customers, that they understand the conservation service that we offer and that that would be available to them at that point in time. So when they do their conversion we don't lose that opportunity.

So that is already taking place, and I would expect that we're incented to do that now and we're going to be incented to do that in the future, to not miss any of those lost opportunities, with the proposed governance and the scorecard structure that we have here in this application.

MR. BROPHY:  Well, it sounds like there is agreement that there's -- the issue is there.  It needs to be addressed.  It can give a great amount of savings, and, you know, the gap would be closed for 2023 and beyond, and I look forward to that being a priority.  Thank you for that.

Okay.  So if I can move to the Enbridge evidence.  It is D-1-1.  I believe it is page 9.  Okay.  Great.  So maybe we can just go down a little bit.  There.  That's probably good enough.

Okay.  So there's table 2, but then on the previous page there's another table that has the same issue I am going to flag, and we can go up there, if we need to.

On this table 2 it indicates that, you know, you have some programs like the Build Beyond and the low-carbon, you're looking for OEB to -- for this panel to take a look at, you know, your proposed plan, but that you would come back in the midterm review and, you know, readjust, or I guess the word here is reassess for '25 to '27.  Is that correct?

MR. FERNANDES:  Yes.  We outlined that in Presentation Day.

MR. BROPHY:  Okay.  Super.  And, you know, similarly, the other table I referred to, I think there is some changes in 2024 that are proposed as part of midterm review, but let's just stick with this example.  Let me get expedient and quick.  Okay.

So I am just going to walk through how I think this works, and you can correct me if I am right or wrong.

So if you need midterm OEB review and approval by January 1, 2025, I think Enbridge has indicated it generally needs OEB approval, you know, many months or ideally a year before that, but let's just go with -- I think you said latest is usually the fall the year before, but ideally earlier.

So you would need approval from the OEB on the midterm review in 2024 at some point.  Is that correct?  To make those adjustments for January --


MR. FERNANDES:  That would be our expectation, but to -- I think the previous point you were stating is, the company needs approval far enough in advance of a period depending on the degree of change that is being made to be able to reasonably implement, is the way I would kind of state that.

And with -- what we expect to have for the mid-point assessment is a relatively narrow application.  So, you know, if we are looking to propose updated scorecards, which we know we would need for the Building Beyond Code and Low Carbon Transition Programs, that is pretty narrow, and presumably that could be handled in a fairly short period of time, and we also could implement it in a fairly short period of time, because we will have those programs in market.

But it is dependent on other items that are happening at the same point in time.  We've had parties suggest maybe that would be a point in time to allocate some of that portion of the budget to increasing, say, the energy performance program.  I think we have heard that.

There is a number of other things that are changing in the environment, such as, by then we should have a better sense of what updated IESO CDM programs would look like, because their term ends after 2024, and there's an expectation that we would collaborate with them, so having a sense of what their future programs term looks like is helpful in that regard.

So, you know, we expect it to be small now, but we do have a number of uncertainties that could potentially change that.

And then the only other thing to note is, when we originally filed this application, we originally asked the Board to make an interim decision, recognizing there wasn't enough reasonable enough time to make a final decision on the program set, given how large and new it was.

So there is potential to do something similar, if required, or the company, given it is a small portion of the overall portfolio, could go into 2025, with carrying the uncertainty on a decision.

So, you know, we had previously proposed that, that that is something that could be done in the future as well, if there's a necessity, something that wouldn't be preferable.

MR. BROPHY:  Yeah.  And to your point there's been, you know, years in the past where Enbridge had not gotten DSM approval until well into the year it's operating, not that that is ideal or preferred, but Enbridge just does what it thinks is prudent, and the OEB has never, you know, harmed Enbridge when acting prudently in that regard.

So if you are stuck in that position, I see, I guess, you will do that, and do it, but I guess the point is if, you know, if you look at the happy path, as I will call it, where everything clicks together nicely and you don't have to do that, in order to get approval or to put things in place prior to January 1, 2025, you would need OEB approval in 2024 and maybe even earlier, as you mentioned, 2023 would be ideal, it would give you more time, which means that Enbridge would have to file that in 2023 or even in 2022 to achieve that.

So what I am trying to work through in my head is, if we're planning for resolving -- and this again is one example.  I can pull you to the other ones where the midterm review would be required to resolve these issues.  We're basically talking later this year or in 2023 would have to be the filing, the proceeding, in order to meet this time line.

Is that -- is there anything wrong with that kind of math I am doing in my head?

MR. FERNANDES:  I think you're maybe applying the degree and scale of a proceeding of this nature with what we're proposing for the mid-point assessment, and our request is that -- for it to be much more limited.

I think we could point back to the most recent mandate letter to the OEB that explicitly speaks to regulatory efficiency.

So we're not suggesting something like that.  We know there are a large number of parties.  If you take a look at the overall portfolio and -- that we're asking for, we are asking for the entirety of the term budget envelope to be approved by the OEB.

This is a small portion that impacts a couple of -- knowingly impacts a couple of programs.  It could be some other items, as I suggested, after the mid-point that would be appropriate for the company to suggest, and we have stakeholdering proposed that, you know, we would take into account what's reasonable from our stakeholdering efforts at that point.

But this is a much more limited application.  Like, we're not expecting to have changes to the overall budget envelope.  We're not expecting to have changes to the framework.  We're not expecting any changes  in the scorecard structure.  We would be proposing a couple of new scorecards and the exact same structure.  There may be a couple of re-weighting items, but it's nowhere near the level of this particular proceeding. 

So our expectation is we would be filing that in the middle of 2024, maybe a little bit earlier than that, and the Board would be able to have an approval before the end of the year and given the limited scope, we would be able to execute in 2025.

MR. BROPHY:  Okay, thank you for that.  I guess I am struggling.  If Enbridge doesn't file it until 2024, I don't see any possible way that you would get approval in time in order to implement based on, you know, what you have said in the past about how much time you need to digest those because you can't tell in advance what the OEB's decision will be.

And that's even without -- you can't predict the future, like none of us can.  There could be another $4 billion of program funding from other parties injected, you know, by then and the whole world could be different by then.

So I am not going to head into that line.  I am just going to assume, as I mentioned, the happy path where everything kind of stays the same as it is today.  I am just flagging that timing may be tight and, you know, I think probably what would likely be coming out of this proceeding is some sort of approval that carries over the five years.  And the mid term is just a checkpoint then to see is it still on course, or are there adjustments.  Not really that, you know, this approval would be only for a certain amount of years and then come back and reassess the other years.

I think, you know, to your point, if you work on that timing you are mentioning, it can only be a very light touch on any consideration at the mid point.

So I just flag that as an issue, and I don't want to drag it out longer.

MR. FERNANDES:  I think, Mr. Brophy, we actually agree with you.  There would be no sense in revisiting a large number of items at the mid point.  That doesn't suit anyone's interests.  It is not efficient.

We do know that there's a couple of items in the overall portfolio that we fully expect to file for the Board to consider because of, you know, it would have been imprudent to suggest we simply didn't have enough information for the back half of the term on those items.

So, you know, we fully expect to file an application on that very limited subset of items.

MR. BROPHY:  Thank you for that.  I am going to turn next to K3.5.  That is the Ontario community energy plan; it is just two slides.

So the first one is for the city of Toronto and, you know, if you flip to the second one, it is city of Ottawa.

These are just two graphs out of the community energy and emissions plans.  I didn't file the whole plans, they're long documents.  I think the panel is probably familiar with these and there's many others from municipalities, but I just meant to provide these as examples.

So there's been some talk earlier in the proceeding, and I think everyone is aware that Ontario's has its environment plan, communities and municipalities across Ontario have pledged to achieve net zero by 2050 or some even earlier.

They've developed plans in support by -- I know Enbridge has provided some help with some data that the Province of Ontario has a policy to support these programs and has provided funding to these municipalities as well to develop plans.

So there is a lot of activity going on.  But it doesn't really matter which of these charts you look at.  They all kind of tell the same story.

So I might as well just stick on the one that is on the screen now.  And they go out beyond the 2027 end of this DSM framework, but you know, the theme is the same across Ontario.

If you look at, you know, the natural gas use, which is -- I will call it the teal line, but you can match it to the legend there.

In all of these plans, the estimate is that natural gas will decline significantly.   I think in some communities, even down to potentially zero.

And depending on the plans, there is variation of that.  But, you know, DSM is prominent as a tool that can be used on these kind of things.

Would you agree that DSM is an important tool in helping these communities deliver on these plans?

MR. FERNANDES:  I think we believe that our customer set believes the portfolio is important to them.

I think Mr. Johnson might be able to weigh in, but in the examination-in-chief for the panel 1, we mentioned all of the collaborative efforts we have with municipalities and our participation in the energy plans.

So you know, generally I believe our municipalities do see DSM programming as an important tool for them to be able to meet their goals and, as you noted, there's a fairly long-term view on some of these items.  So I think it is also important for those municipalities, as our community partners, to have a longer term view as well and it's important for them to see stability.

One of the best items I think we can say from a conservation point of view is the long and steady funding that's been in place for the gas utilities for DSM.  That is an important consideration in its success, and I think all of the entities that rely on that, in terms of forwarding the broader policy goals in the province, rely on the gas utilities' programming in order to do that.

So I would suggest that having a long term, as was suggested in the DSM letter by the OEB, is helpful to have that stability and signal that stability.

MR. BROPHY:  Okay.  I think you know and I can confirm through all of the communities we have heard from that, you know, they're counting on DSM to help deliver these reductions in natural gas and related emissions reductions.

And these again are just two municipalities, but that is a huge amount of DSM and, you know, I haven't put a chart up to do the math here, but I think it is fair to say that if these are directionally anywhere near what has to happen by 2027 and beyond, it's likely going to far exceed status quo DSM activities.  There's going to have to be some additional things to happen.

I will go back to the -- you mentioned earlier, but before I do, I just had another quick question.  And that's in relation to some of the partnerships that Enbridge has had in the past and successful ones, and I will just name a few.

Enbridge has partnered with, you know, with the likes of Toronto-Hydro, municipalities like city of Ottawa.  You have mentioned IESO, there was also a very successful partnership where there was a private label program built for the city of Toronto -- or the city of Toronto went and found projects that could be implemented to reduce natural gas and that was very symbiotic.  And I think Enbridge even loaned staff to the city of Ottawa to help run that program.

Are you familiar with some of those initiatives from the past?

MR. FERNANDES:  I think different members of the panel would collectively be familiar with all of them, if I am not mistaken.

MR. BROPHY:  Sure.  And there's many more.  I didn't put in an exhaustive list.

So in the plan for 2023-2027, what types of things like this have you included?

MR. JOHNSON:  It is a bit of a vague statement.  If you're asking in terms of how we will collaborate with municipalities, is that your question?  Or are you asking for specific examples because I don't know that we have outlined specific examples.

MR. BROPHY:  Okay.  Well, I guess it is both.  So I will get to the collaboration.  But first, why don't we go more precise.

So the example where Enbridge lent staff to the municipality to be embedded full time, are you planning to do any of that?

MR. JOHNSON:  Our current --


MR. FERNANDES:  Sorry, Mr. Johnson.  I think the context has changed, though.  So at the point in time where that happened, the CDM programs were under the purview of the local distribution companies, or the electric LDCs as they're called.

So our context is different.  So our focal point collaboration with CDM, or conservation and demand management, is now the IESO.  And I think we, in our examination in-chief, listed all of the number of collaboration efforts that we have with IESO, and it does actually largely span the entirety of their programming, where it would make sense to have a collaborative effort.

So I am not sure -- like, the context is different, and, you know, we have also noted our engagement with NRCan on the Greener Homes Program, but are you asking for us to project further in the future than --

MR. BROPHY:  Sure.  Why don't we park CDM for a moment.  I think you are probably aware the OEB released its updated CDM guidelines, and it entices LDCs to deliver CDM even beyond what IESO's doing.

But why don't we just ignore CDM for a moment and just look at, like, the city of Toronto as an example, where Enbridge had staff embedded there outside of CDM.  Nothing to do with CDM.  Because I think, you know, what was happening is every time you partner with a large entity like city of Toronto or, you know, it could be others as well, you can't achieve in meetings and discussions what you do by working hand in hand by embedding staff and doing that kind of thing.

So in that initiative and the one where Enbridge had an agreement that funded the city to go and find projects to -- and Enbridge got total credit for the DSM that the city did.  That was the agreement.  But let's just stick with that example.

Is there any thought that you would embed staff with any municipalities just for DSM, not for CDM, in order to work hand in hand to achieve those results?

MR. JOHNSON:  So what I would say is I would break it into three pieces, and one, Mr. Fernandes, and you just talked about, which is, you know, CDM, and as you said, we can leave that aside for the moment.

The other two pieces that I would talk about in terms of municipalities is one with our existing programs, and I would describe that as how we work with the municipalities to save gas for their own facilities, and that is under our commercial program, and Mr. Grochmal can talk in a bit more detail about the different pieces that we have to support municipalities, but we have our custom programs, we have dedicated energy solutions advisors that work with customers, help them identify projects.

The Municipality of Toronto is a very large municipality.  We've done many projects with them in the past.  I would expect us to do many projects with them in the future.  We provide a lot of support for what I will call specific -- specific projects as part of our regular program.

Separately, as you are hopefully aware in the evidence, we proposed dedicated funding, but this is very different.  This is not around working with the municipalities on specific projects, it is working with municipalities on broader municipal energy plans, like what you are pulling up in front of us, these broader sort of strategic objectives and goals that have to meet climate objectives for their municipalities.

So we have a dedicated -- or we currently have three-and-a-half individuals.  We're proposing to increase that to four-and-a-half individuals, and we proposed a separate budget.  I can take you to that in evidence if you'd like.  But we proposed a separate budget with dedicated dollars to help various aspects in terms of helping them develop the plans, helping them figure out ways to implement the plans, and ultimately, you know, as you indicated, working with our DSM program.

So it is really trying to figure out how best to collaborate with their objectives producing natural gas, our objective reducing natural gas, and leverage our existing programs rather than try to create duplicate programs.

My only comment in terms of having, you know, a dedicated person in a municipality is there are an enormous number of municipalities within our franchise area.  I believe in evidence there's something on the order of 430 or 440 municipalities in Ontario.

We service roughly -- again, I can't remember if it is 330, 340.  I can turn it up if you'd like.  But there is a lot of municipalities that Enbridge services.

So we're trying to -- you know, we will try to leverage those dollars to help as many municipalities as we can, with, of course, the objective is reducing as much natural gas as we can.

Hopefully that provides you a bit more context.

MR. BROPHY:  That is very helpful.  Thank you for that.  And my understanding is there is 444 municipalities in Ontario.  Enbridge serves about 350, but we can take your estimate of 330 to 340.  It is in the same ballpark as well.

So I will just ask Ms. Adams to pull up K1.1, if you wouldn't mind.  That is the document that Mr. Fernandes referred to a few minutes ago.

And so I guess this was in response to some of the issues we had flagged on Presentation Day, and, you know, thank you for that.  One thing that did jump out, as we scroll down, it did seem like a very short list in relation to, you know, the opportunity and partnerships that can go on.

I was doing some quick math in my head, and I figured if -- I think Enbridge has about 165 DSM-funded FTEs or people currently, and if you had one partnership per person, you know, you would end up with many more times than what is shown here on this page.

So I think it just illustrates that there is a lot of opportunity beyond what is flagged here than what I am about to walk you through.

MR. JOHNSON:  Mr. Brophy, sorry, are you referring to broadly or are you referring in your comments specifically to municipalities?  I do want to flag in terms of municipalities the intent here in terms of this list was to provide a list of examples where we specifically contributed dollars.  We work very closely with many, many more municipalities than this in terms of sitting on committees to help adopt municipal energy plans.

So I don't want this to be viewed as a comprehensive list of all the work we do with municipalities, but rather, it is an example of ones where we contributed specifically, and then also completely separate of that, again, you were, I think, alluding to earlier things where we developed projects.  We could provide a much bigger list of the projects we do, even within a given year more or less over the course of, you know, the framework, the past or the current framework.  The number of projects that we do with municipalities would be much, much bigger than this.

MR. DUNSTAN:  Mr. Brophy, if I can expand on that.  Just to give you an example, in terms of how our programs are aligned to support municipalities.  For instance, on the new construction front, we know that the federal government and through its enforcement through provinces are introducing a national step code to help, you know, as aligned through the Pan-Canadian framework to get us to the aspirational goal of net zero energy ready by 2030.

In order to achieve that, they have highlighted the fact that it basically is an acceleration of what normally is the normal code cycles from probably a five-year code cycle to what could be deemed to be forward-looking three-year code cycles.  So the acceleration to reach those aspirational goals involves some market intervention.

Now, we know labelling programs like Energy Star for new homes or the CHPA net zero energy ready help support the industry in defining parameters and having a third-party labelled program that could help with the adoption and include a customer-facing element to help improve upon that.

We know also to help that acceleration, the municipal -- municipalities have introduced or are about to introduce green development standards.

What we have cited in our evidence in both the C Line (ph) report on page 12 that was an attachment to our evidence, and the Building Knowledge report that we commissioned on page 5, they both indicate the challenges that municipalities have in terms of their limited authority in enforcing green development standards that go above the building code.

And so what -- the Building Beyond Code Programs that Enbridge is proposing are enabling programs.  These are programs that help enable builders and enable municipalities and enable labels to be more effective and increase adoption for.

So the designs of our Building Beyond Code Programs will have a positive benefit to municipalities in achieving their goals and objectives when it comes to their new construction lowering of emissions in the future.

MR. BROPHY:  And I think that illustrates the point that there is a lot of things going on that can work together in harmony to drive the objectives for the communities, those graphs I showed to reduce fossil-fuel use, you know, not just DSM programs and the code you mentioned, you know, and really, you know, we support that collaboration across every tool in harmony to make that happen.  So --

MR. DUNSTAN:  And if I can add just one more thing, Mr. Brophy.  Also, too, when it comes to enabling support in the marketplace, currently Enbridge is the only entity out there in the Ontario market supporting all of these efforts aligning with code.  All of our programs are aligned with the advancement of code and what those new advancement levels, aligning with labels, aligning with the green development standards.

So I think Enbridge plays an important role in terms of enabling these initiatives to all work together.

MR. GROCHMAL:  Mr. Brophy, I can't help myself, if I can also add an example from our end.  Another area where we had successful collaboration as you know is hybrid heating, and it wasn't the sort of collaboration that shows up on results like this, because it didn't need financial contributions or people parked in offices.

It was really a great way to leverage the promotional capability of a municipality.  So as you know, the city of London, I mean, it was really great demonstration of how the municipality could support promoting our initial deployment of residential hybrid heating and the press release that they put out there, and all of the sort of earned media that it spurred really helped make that pilot a success in achieving its target.

MR. BROPHY:  I hadn't planned to flag it here, but you know, the panel and the OEB doesn't see a lot of the things that go on outside of the proceeding, obviously.  And thanks again to Enbridge for meeting with some of the municipalities that we brought together for a few meetings to have discussions on some of these things.

I don't think it is a surprise that there's a real hunger out there to, you know, undertake these and move things along in alignment with the community energy plans that I highlighted.  So thanks again for that.

Another point -- and I will come back, Mr. Johnson, just to your offer just to flag where in the evidence the funding is in relation to that, to the municipalities, in a sec, but just to give you a minute there.

When I did look at this list of municipalities, you know, most of these on this list are actually members of the Clean Air Council, which had asked for us to come and help them understand the DSM plan and that kind of thing.

My understanding is this list is really about the plans per se, not that there's programs that you have now launched in partnership with these municipalities to deliver joint programs or anything there.

But when I count, I think there is 20 municipalities plus one conservation authority on the list.  It indicates that you are looking to do another 16 to 22, so that would get you to like around 40-ish maybe.  You know, when you compare that against the -- I think it was 340 or 350 municipalities that Enbridge serves, that's still a small fraction.

So you know, the other 80 to 90 percent, what do we do with them?  How do we bridge that gap in this DSM plan, if there is not enough funding available to address the other 80 or 90 percent.

MR. JOHNSON:  So I will break that question down into two pieces.

One, sort of just clarifying that this is within the existing plan and to your point, we have had no dedicated funding from municipalities within the current plan.

So this was really done with, you know, small amounts of money from, you know, places where we could scrounge it together effectively to help support these municipalities in their development of things like municipal energy plans and trying to develop partnerships.

In our consultation with municipalities, as I think we're agreeing -- hopefully, we're saying the same thing -- they're saying they need more support and that is where we have proposed a dedicated budget for municipalities which would be, you know, quite a bit more than we have spent.  Again, we've spent very small amounts of money with municipalities again on this specific activity.

I do want to separate that from the support that we provide on specific projects for their own facilities, but on sort of municipality energy planning, you sort of asked me and I can quickly point you to it.  So it starts in Exhibit E, tab 4, schedule 1, page 3, which outlines -- page 3 through 5 outlines, you know, basically the different asks that we have for the different pieces that we will provide support to municipalities.

And then at the bottom of page 5, if you want to jump right to that, Ms. Adams -- it is page 570 of the PDF if that helps you, although perhaps we have a different version.  Hopefully not.

MR. FERNANDES:  Ms. Adams, it is E-4.1.

MR. JOHNSON:  Sorry, did I say E-5.1?  Yes, E-4.1, page 5.  At the bottom there is the budget for the different components to support municipalities.  Again this would be substantially more than what we have had in the past, so we expect in 2023 to start being able to support municipalities much more broadly than we have on this aspect of energy conservation.

I will caveat that, however.  When you are talking about 340 municipalities, it is very challenging to reach that broad a group which varies in size tremendously.  So we would expect to provide different levels of support and again in the evidence, we have asked for -- you know, one of the reasons we asked for, you know, an increased resource for example is to help develop tools for more self serve options for providing data to some of the smaller municipalities in ways where we can't necessarily provide that one-to-one support unless we were talking about, you know, many, many more FTEs.  

And then again, there becomes a sort of balance in terms of resources versus return in terms of savings and potential that you can generate.

MR. BROPHY:  And the high large volume panel highlighted it well, but it applies here, too.  It is not just money and incentives.  It is expertise, all of the other stuff that comes to the table that brings value, too.

If you just counted on how much money you spend or give out, then we're probably not going to hit Ontario's goals --


MR. JANIGAN:  Mr. Brophy, I don't like to interrupt you, but you are in excess of your estimated time at this point in time.  Do you expect to wrap up fairly soon?

MR. BROPHY:  Sure.  I still thought I had five minutes, but I will try and -- I will just go to my last question and it is around CAC letter -- I guess that was filed, the CAC letter on March 23rd.

MR. JANIGAN:  Okay.

MR. FERNANDES:  Do you have a reference, Mr. Brophy?

MR. BROPHY:  Yes.  It was CAC letter of comment 2022-0323.  I think I had sent that reference to Ms. Adams last night.

MR. FERNANDES:  I believe Ms. Adams is looking for the reference.  Did you want to proceed in the interim, or do you need to refer specifically to the item?

MR. BROPHY:  Sure.  So just while it is being brought up, we mentioned that, you know, some of the issues that we've brought forward on behalf of municipalities and, you know, continue to get some of those even, you know, as late as the last few weeks.

So this was a letter from another -- it was more than 30 municipalities.  They're a part of the Clean Air Council.  That is incremental to the material that we had filed.  I just had a quick question -- I will just wait while it comes up and then I can ask the panel.

If it is easier for me to pull up and project, I am happy to do that.

MR. FERNANDES:  If you have it open, Mr. Brophy, I think Ms. Adams is having a technical issue.

MR. BROPHY:  Okay, great.  Thanks.  I will pull it up here.  Tell me when you can see it.  Can you see it now?

MR. JOHNSON:  It says you have started sharing, but that is all it says.  I can't see a document.

MS. ADAMS:  Mr. Brophy, I have it now, if you want me to share my screen.

MR. BROPHY:  Okay.  I will stop my sharing then and give control back to you.

Okay.  Yeah, perfect.  That's it, yeah.  So if we just scroll down to the bottom of the first page.

So, you know, we highlighted in the Presentation Day, and I think Mr. Fernandes had talked in his evidence in-chief about, you know, some of the consultation that had been done.

And I think you were referring to the consultation the OEB had done before in a previous proceeding, hoping to land on a framework for DSM.  That proceeding was closed without resolution, which then led to this proceeding occurring and then the filing of the evidence material there.

So, you know, it was highlighted by those municipalities even in this later submission that no meaningful consultation was conducted with them.  And if you just scroll down a bit more.  And it provides kind of a gap there.

And then what they do -- and I am sure you have had a chance, probably, to look at this letter, but it provides a whole bunch of recommendations that those municipalities propose for inclusion in the DSM plan.  If you scroll down a bit more you will see the list.  I am not going to walk through it for the sake of time, but there is a bit of a list there.

Has Enbridge had a chance to look at any of those recommendations?

MR. JOHNSON:  We have, very briefly.

MR. BROPHY:  Okay, sure.  And is Enbridge willing to commit to any of these?

MR. FERNANDES:  Well, the first one right off the bat on the list, Mr. Brophy, we've proposed a plan that we believe is responsive to the direction we have been given, and, you know, a range of at least double the current 2022 DSM budget.

While there may be some parties that believe that's appropriate, I don't believe I can say that that falls under "modest", and we have had other parties that expressed concerns about the impact on bills.

So, you know, in general, coming in at this stage in the process, the OEB did start a stakeholder consultation, as was noted in early 2019.  It has followed all of the standard processes with respect to the framework.

It did conclude that, I would say, with specific direction after taking in input from some parties.  So I don't think we can respond to this at this point in time, other than through what has already been defined by the Commissioner or Panel for the procedural elements.

So if you would like to include some of these items in your argument, I think we'd be happy to respond to them.

MR. BROPHY:  Okay.  So when I went down the list I didn't see any of this in what you are proposing, so I think -- I guess it would be fair to say you are not willing to accept any of these recommendations at this time?

MR. FERNANDES:  The specific letter of comment came in, like, I think it's -- I would have to check the actual dates, but it is, you know, months and months after we filed our application.  


MR. BROPHY:  Well --


MR. FERNANDES:  Based on this, we're not going to refile anything at this point.

MR. BROPHY:  The application was filed in May 2021, more than a year ago, actually, and nothing has changed, but I am -- it doesn't change the ability for Enbridge to accept any new information in the last year and make adjustments.  That's still an ability that Enbridge has.

MR. FERNANDES:  What I am saying, Mr. Brophy, is that we received this letter days ago, not months ago.  We have no plan to amend our application based on it at this point.

MR. BROPHY:  Okay.  Thank you.  I will end there.  Thank you very much.

MR. JANIGAN:  Thank you very much, Mr. Brophy.  We will take a lunch break to ten minutes after 2:00.
--- Luncheon recess taken at 1:09 p.m.
--- On resuming at 2:15 p.m.

MR. JANIGAN:  Thank you very much.  We are continuing this afternoon with Mr. Shepherd on behalf of the School Energy Coalition.

Cross-Examination by Mr. Shepherd:

MR. SHEPHERD:  Thank you, Commissioner Janigan and Commissioner Moran.  It's been a very, very long time since I saw you, decades.  And Commissioner Zlahtic, nice to appear before you.


I have three documents that I need to put on the record.  The first is entitled "Enbridge DSM Plan SEC Cross-examination Materials".


MR. MURRAY:  We will mark that as Exhibit K3.8.

EXHIBIT NO. K3.8:  DOCUMENT ENTITLED "ENBRIDGE DSM PLAN SEC CROSS-EXAMINATION MATERIALS"


MR. SHEPHERD:  The second is -- actually the title at the top is "Buildings", but is an excerpt from the 2030 emissions reduction plan of the Government of Canada -- not this one, the other one.  That one.


And I mean we should all read -- this was released yesterday afternoon while we were all in a hearing, and we should all read the whole thing of course.


But I've just have a few pages relating to buildings.


MR. MURRAY:  That will be marked as Exhibit K3.9.

EXHIBIT NO. K3.9:  EXCERPT FROM THE 2030 EMISSIONS REDUCTION PLAN OF THE GOVERNMENT OF CANADA


MR. SHEPHERD:  And the third one is entitled "2030 Emissions Reduction Plan", and this is the backgrounder from the Government of Canada, also released yesterday.


MR. MURRAY:  That will be marked as Exhibit K3.10.

EXHIBIT NO. K3.10:  DOCUMENT ENTITLED "2030 EMISIONS REDUCTION PLAN"


MR. SHEPHERD:  Now, I have lots of stuff that's already prepared.  But I have three things that I would like to follow up from previous discussions, and so I am going to start, I think -- hang on.  I'm going to start, I think -- yesterday, witnesses, you had a discussion -- I think it was you, Mr. Fernandes -- with Mr. Poch about the target adjustment mechanism.  Do you recall that?


MR. FERNANDES:  Maybe you could remind me of the topic specifically.


MR. SHEPHERD:  The TAM.  You had a discussion of the TAM in the afternoon.


MR. FERNANDES:  Okay.


MR. SHEPHERD:  And I am only raising it because it sounded to me like the discussion was entirely from an Enbridge point of view, that is how do you make the targets fair for Enbridge so that Enbridge has reasonable targets to meet their -- to get their incentives.


And it struck me that there's a customer point of view on the other side, which is what are we getting for our money?  Because if I understand correctly, the budgets don't change, right?  It is only what you have to do for the money that changes.  Right?


MR. FERNANDES:  So it's an important part of the governance structure, and I think we stated that it was symmetrical, other than the productivity factor that's built into it that continuously makes the targets more challenging which, you know, given we've said clearly and it's been stated from other parties as well that targets are not linear with budgets.


So that is intended to make it more challenging over time and that is a carry over from the existing framework that the OEB has previously approved.  But the other aspects of it are symmetrical.


So for instance, if the company were to, as some parties, have too low of a target and in the first year of the plan were to in one particular scorecard have, you know, vastly exceed the targets that were set with the budget that was approved, that would formulaically adjust in the following year and acts as a protection for ratepayers.  And conversely, it prevents and has a protection -- a protective effect as you stated for making sure that the targets in the plan become unachievable and then provide no incentive at all.


So it is not one-sided.  It is symmetrical, other than the growth factor that continuously makes it more difficult.


MR. SHEPHERD:  If you have a bad year, your target the next year is lower.  True?


MR. FERNANDES:  If you have a good year, the next year your target is higher.


MR. SHEPHERD:  Absolutely for sure.  So if I hire somebody to paint my house, and I say I will pay you $5,000 to paint my house -- a bargain, this is a bargain.  And boy, my house needs painting.


And I wouldn't make a deal that says I'll pay you 5,000 to paint my house.  But after the first week if you don't get X percent of it done, that's okay.  You don't have to paint the whole house.


So I am not sure I understand why we're going to give you $780 million -- more actually, when we get to that -- and you're not making any commitments right now to what you are going to do.


I don't understand.  Why is that fair from the customer's point of view?  From your point of view, I get it.  What about from our point of view?


MR. FERNANDES:  So, Mr. Shepherd, that is entirely consistent with an incentive model, it is entirely consistent with the model that exists today that the OEB has previously approved and for many framework terms.


So I am not sure I understand the core of your question. This isn't different.


MR. SHEPHERD:  Well, you are saying that what we get for our $780 million will change over time and we're not going to know that right now.


MR. FERNANDES:  If we go back and look at the previous decision, it was back at a time when there was the two legacy utilities.


The panel at that time actually directed that this mechanism be used, specifically for the challenges that is noted that setting targets over longer periods of time in a changing environment has a number of difficulties.


And we've heard other parties saying that you don't actually want to set the targets to be so challenging that they don't provide an incentive.  It is after all an incentive model.  So this is a trade off between additional regulatory process versus something that's been formulaic.


If we can bring up the historical -- and, Ms. Adams, maybe you could help us by bringing up Staff 18.  Let me give you the reference --


MR. SHEPHERD:  This was supposed to be a quick question.  Sorry, go on.


MR. FERNANDES:  But I mean -- okay, so we won't have to bring it up.  But, Mr. Shepherd, this mechanism has been around for some time.  The Board's previously approved it.  And it hasn't -- it's not demonstrated the way that you have portrayed it.


There's a couple of things, and I think Mr. Johnson might be able to chime-in here, that we've done that we think is helpful in that regard.


I understand you may have a concern, but previously the structure of the scorecards were -- many of the sectors were consolidated into a single scorecard, so the mechanism, the target adjustment mechanism conflated changes within the various sectors which have very different cost-effectiveness.


We think the structure that we have now will have that work better, and in addition to that, we have removed all of the participant metrics from those scorecards that make up the vast majority of our annual scorecard mechanism.


So there's a trade off here in terms of having a formulaic mechanism that makes things simpler versus having to have, you know, more excess regulatory process.


MR. SHEPHERD:  Okay.  This morning you had a discussion with Ms. Girvan about the amounts you are planning to charge to residential customers, and you came up with a figure of 78.5 million, which is the total for 2023 of Enbridge rate 1 and former Union rates M1 and 01.  Right?  Do you recall that?


MR. FERNANDES:  I recall that.  That was the quick math that Ms. Girvan put together, yes.


MR. SHEPHERD:  It is absolutely correct, except rates M1 and 01, they also include non-residential customers, don't they?


MR. JOHNSON:  That's correct, Mr. Shepherd.  I think at the time Ms. Girvan asked if that was residential and we went through the list of programs that I listed, and you are correct actually.  I realized at the break there are commercial programs in there as well.


MR. SHEPHERD:  Well, but there is also commercial customers in there, right?


MR. JOHNSON:  Yes.


MR. SHEPHERD:  Isn't that correct that more than 30 percent of M1 and 01 volumes are non-residential?  Isn't that true?


MR. JOHNSON:  I would have to double-check that.  I would have thought it was lower.


MR. SHEPHERD:  So I am going to ask you to undertake to provide that number.


MR. JOHNSON:  Yes.

MR. SHEPHERD: What percentage of volumes of M1 and 01 are non-residential customers.

MR. JOHNSON:  We can undertake to provide that.

MR. SHEPHERD:  Excellent.

MR. MURRAY:  That will be Undertaking J3.2. 
UNDERTAKING NO. J3.2:  (A) TO MAKE BEST EFFORTS TO ADVISE WHAT PERCENTAGE OF VOLUMES OF M1 AND 01 ARE NON-RESIDENTIAL CUSTOMERS; (B) TO INCLUDE IN THAT WHAT THE ALLOCATION OF NON-RESIDENTIAL PROGRAMS IS TO RATES M1 AND 01, THE COSTS THAT ARE ALLOCATED TO THOSE UNDER YOUR CURRENT PROPOSAL FOR 2023 THAT ARE NOT FOR RESIDENTIAL CUSTOMERS.

MR. SHEPHERD:  And can you also include in that what the allocation of non-residential programs is to rates M1 and 01, the costs that are allocated to those under your current proposal for 2023 that are not for residential customers?

MR. JOHNSON:  And you want just program costs?

MR. SHEPHERD:  No.  All costs that are being allocated that don't relate to residential customers.  So just as with residential customers you have program -- direct program costs and you have admin costs and R&D and all of that stuff, right, so with the non-residential programs that are allocated to those two classes, you also have all of that stuff associated with it.  Right?

MR. JOHNSON:  Correct.

MR. SHEPHERD:  Can you undertake to -- it could be the same undertaking -- to provide that piece of information?

MR. JOHNSON:  I think we can undertake to provide that on a best-efforts basis.  I'm sorry, I am just trying to work through in my head exactly what you are asking.  I think we can do it.

MR. SHEPHERD:  Okay.  You can call me later if you are confused at all.

So we can make that the same undertaking, right?

MR. MURRAY:  Yes, that will be the same undertaking, K -- sorry, J3.2.

MR. SHEPHERD:  Okay.  And then --


MR. JOHNSON:  Sorry, Mr. Shepherd.  I apologize for interrupting you again.  So this is for you -- are interested for 2023?

MR. SHEPHERD:  Yeah.  Yeah.  I mean, you have the allocations to the classes, so you know what you put in them, right?

MR. JOHNSON:  Yes.

MR. SHEPHERD:  So, you know, you can divide it up between residential and non-residential.

All right.  Then the last quick hit at the beginning before I get to my regularly scheduled program is, you had a discussion about the total cost of your programs, and that was with Ms. Girvan this morning, and she was particularly concerned with the costs that were not going to customers.  They were the costs of administrative costs and stuff like that.

And I wonder if you could go to our compendium, K3.8, page 79.  And by the way, Ms. Adams, if you are looking at the compendium, there's two versions of it.  One has 79 pages, one has 81 pages.  The 79 is wrong.  The 81 is correct.

And so can you go to page 79, please.  And so in addition to the costs that you are asking this -- these commissioners to approve right now, which is $780 million over the next five years, right?  Is that correct?

MR. FERNANDES:  Can you repeat the number, Mr. Shepherd, sorry?

MR. SHEPHERD:  $780 million.

MR. FERNANDES:  That sounds approximately correct.  I haven't added it up, but, yes.

MR. SHEPHERD:  But also, you have things that are already in rates that relate to this program that are directly associated with the DSM employees.  You have their pension and benefits, for example, $7 million, all of their overheads, which is another give or take $10 million, right?  Or maybe 8?

MR. FERNANDES:  Maybe less than that, but --


MR. SHEPHERD:  Well, I just --


MR. FERNANDES:  -- you're taking the high end of the range that was given.

MR. SHEPHERD:  I just took 169 times either 35 or 50 thousand dollars, and it looks to me like between the two, between the 7 million and the overheads, it is $15 million a year.  Right?  Give or take.

MR. FERNANDES:  Yes.  Something on the order of 13 and a half, 14, yes.

MR. SHEPHERD:  You also have -- you also pay amounts every year to Enbridge Inc. for many services, right?  It's called RCAM.  I don't know whether it is still called RCAM.  It used to be -- which, I'm sorry about the acronym, but I just don't remember what it means any more. And that is around $50 million a year right now; isn't that right?

MR. FERNANDES:  I don't think anyone on this panel has an understanding of what the totality of the company's budget is.  That's probably more appropriate for a rate hearing, Mr. Shepherd.

MR. SHEPHERD:  What I would like to know is, what -- how many dollars out of the monies you pay to Enbridge Inc. each year are related to your DSM activities?  Either because they're overheads, et cetera.  So for example, you pay something like $10 million a year or $12 million a year to Enbridge Inc. for stock-based compensation.  Well, some of the people in DSM are -- get stock-based compensation.  Right?

MR. FERNANDES:  Mr. Shepherd, those costs are covered in the base utility rates.  And as you know --


MR. SHEPHERD:  No, I --


MR. FERNANDES:  -- the company is going through -- or is required to file a rebasing application.  We don't have anyone here who can reasonably speak to those.

MR. SHEPHERD:  I am going to ask you to undertake to tell the Board how much of those costs you pay to EI, Enbridge Inc., relate to your DSM activities.

MR. FERNANDES:  You're going to have to be very specific to make sure that we understand what we're taking back.

MR. SHEPHERD:  You've --


MR. FERNANDES:  We've already provided the response based on what we went through previously on an undertaking, and I thought we were getting the right response.

MR. SHEPHERD:  You didn't include in this undertaking response -- you didn't include any share of the amounts you pay to EI, did you?

MR. FERNANDES:  I thought, based on what you were asking when we responded, that this was a fulsome response.

MR. SHEPHERD:  No, no, I am not saying you did anything wrong.  All I'm saying is I think there is something more, and I am just asking you to advise the Board what those additional amounts are.  I think they're something like $10 million a year, maybe as low as $5 million a year, but the Board may want to know how much is DSM really costing.  So can you undertake to do that?

MR. FERNANDES:  We can.

MR. SHEPHERD:  Thank you.

MR. MURRAY:  That will be Undertaking J3.3. 
UNDERTAKING NO. J3.3:  TO ADVISE THE BOARD WHAT THE ADDITIONAL AMOUNTS ARE IN THE REPORT.

MR. SHEPHERD:  Now, I wonder if you could turn to page 2 of our compendium.  And this is actually from a presentation that you gave to a couple of government departments in July 2019, and was this you, Mr. Fernandes, that gave this presentation?

MR. FERNANDES:  Correct.

MR. SHEPHERD:  Good.  And you see in the middle there, there is an orange bar.  So what this is, this is the way the government is going to get to its 2030 target for GHG emissions, right?

MR. FERNANDES:  This was part of the Made In Ontario Environment Plan.  This figure was a pictorial of how it planned to meet the 2030 target, showing the stack-up of various items.

There's numerous other descriptions within the report over and above this --


MR. SHEPHERD:  No, I'm -- the orange bar, that's what gas conservation is supposed to contribute.  Right?

MR. FERNANDES:  It's labelled "natural gas conservation".

MR. SHEPHERD:  Okay.

MR. FERNANDES:  Yes.

MR. SHEPHERD:  And that is about -- by 2030 that is about 3 megatonnes, am I right?

MR. FERNANDES:  If I recall correctly, that's the approximate amount that they had listed in the report.

MR. SHEPHERD:  Okay.  And, now, you said the other day it is not all your programs, right?

MR. FERNANDES:  Correct.  The joint letter from the ministry was explicit on that.

MR. SHEPHERD:  So for example, some of it would be changes to the building code or changes to technical standards.  Right?

MR. FERNANDES:  Well, this report was done quite a while ago and, you know, the company wasn't part of authoring the report.

So, you know, what you have pulled out is one of many meetings that we attempted to have to understand what exactly the government policy was with respect to what the expectations were from the gas utility.

MR. SHEPHERD:  You told the two government departments that you talked to at that time, I think -- and you can tell me whether I am wrong.  You told them if that's what they wanted, they wanted you to deliver three megatonnes, you would do it, right?

MR. FERNANDES:  We asked them for interpretation.  What did you mean by this document, specifically with respect to us, because -- and I think in the technical conference when we were having a bit of a discussion about whether it was exactly this topic or similar, it is pretty hard to hit a target if you don't have a target.

So we were saying can you please tell us and clarify, and I think the remainder of -- the other portions within the presentations and there is a number of them that looked very similar, where we would have a large number of parties in a regulatory forum and it would be completely inefficient to argue about what the policy direction is.

So, please, clarify the policy in the interests of all parties.

MR. SHEPHERD:  Okay.

MR. FERNANDES:  And then we would be able to have a clear understanding of what the expectations were and we would plan to that.

MR. SHEPHERD:  Okay.  So they have told you, right?

MR. FERNANDES:  We have the direction from the OEB in the DSM letter, and the joint letter from the Ministries and they've said -- in that joint letter, it is explicit.  It says the items in the environmental plan are not a prescriptive target.

And then they've said gradual -- it is on here as well, a gradual expansion of programs delivered by the gas utilities, and we have the direction of modest budget increases.  That's what we have.

MR. SHEPHERD:  Can you go to K3.9, please?  That is the excerpt from yesterday's emissions reduction plan.  I am not going to ask you any detailed questions about that, even I am not that unfair.  It was only released yesterday.

But I just want to confirm -- you will see on the first page here it says: "Buildings accounted for 12 percent of Canada's direct GHG emissions in 2019," and then in the next paragraph, it says:  
"Over 85 percent of building sector emissions come from space and water heating, due to the use of fossil fuel equipment such as natural gas furnaces."  

Do you see that?

MR. FERNANDES:  I do.

MR. SHEPHERD:  That's true, right?  12 percent is -- it sounds right to you?  And 85 percent of that is from space and water heating?

MR. FERNANDES:  You are looking at a Canada-wide document.  So the jurisdictions vary immensely in terms of a number of items.

When you look at it, it depends on the primary fuel used within the building and then also the intensity of those various fuels.

So if you were to compare a jurisdiction like 
Quebec -- which relies much more heavily on electricity and has a vast amount of, you know, green electricity -- it would vary immensely compared to, say, Saskatchewan, or Alberta, or Ontario.

So it is a broad average.  I have to presume that if the government's putting it out, it is at least, you know, reasonably accurate.

MR. SHEPHERD:  Right.

MR. FERNANDES:  I can't apply it to Ontario, though.

MR. SHEPHERD:  Well, we will get to that.  So can you go to K3.10 at page 7, please?  Now, this is the backgrounder that the government put out describing year by year how many megatonnes are going to come from each sector and how they're going to get to their goal.

You understand there is federal legislation that requires the government to have a plan to do this.  Right?

MR. FERNANDES:  That is presently the case, is my understanding.

MR. SHEPHERD:  Okay.

MR. FERNANDES:  This is part of that.

MR. SHEPHERD:  You're suggesting that won't always be the case?

MR. FERNANDES:  It hasn't always been the case.  I am not suggesting anything.  I'm saying that policies change.

MR. SHEPHERD:  So on page 7, it says:  
"In 2019, buildings delivered or caused 91 megatonnes of CO2 equivalent."


MR. FERNANDES:  Sorry, where did you take that from?

MR. SHEPHERD:  Page 7, the buildings.

MR. FERNANDES:  Yes, got you.

MR. SHEPHERD:  And if you go down a little bit, if you scroll down just a little bit, you see buildings in 2030 is 53.  Do you see that?

MR. FERNANDES:  I see 73.

MR. SHEPHERD:  Sorry, in 2030?

MR. FERNANDES:  Oh, sorry, okay, yes.

MR. SHEPHERD:  And so you will agree that that's a 42 percent decrease in GHG emissions from buildings, right,  subject to check?

MR. FERNANDES:  Subject to check, sure.

MR. SHEPHERD:  All right.  And in fact -- if you scroll up a little bit more again, Bonnie, please -- from '91 to 2022 -- from 2019-2022, you are already supposed to have a 10 percent reduction in emissions from buildings, right?  That is what it says, 91 to 82 is nine.

MR. FERNANDES:  Ten percent, yes.

MR. SHEPHERD:  And so I am going to ask you to undertake, please, to advise -- and you can use either 2019 or 2022, but I think 2019 would be better for various reasons -- what the total amount of megatonnes of emissions come from buildings served by Enbridge Gas Inc. in Ontario.  It is just a conversion of volumes for those uses at the, what, 1874 conversion rate.  Right?

MR. FERNANDES:  Mr. Shepherd, though at this point in time, I am kind of wondering how this could be helpful.  You are showing us a document that came out yesterday, and this question you clearly had an opportunity to ask earlier.  What -- can you help me understand how we can be helpful with this?  You just want a number?

MR. SHEPHERD:  Sorry.  You won't -- you're not willing to tell the Board because you don't think it is relevant what percentage of those 91 megatonnes are from Enbridge space and water heating?

MR. FERNANDES:  That's Canada.  This is Ontario, Mr. Shepherd.

MR. SHEPHERD:  Yes.  Ontario is 40 percent of Canada's population.

MR. O'LEARY:  I wonder if I could ask a question myself because I am not quite sure what Mr. Shepherd is looking for -- sorry to interrupt, Commissioner Janigan.  But when you say buildings, are we referring to -- what range of buildings?  Which rate classes are we talking about?  Are we talking about multiple residential and commercial?  Is buildings everything other than a single family home?

And my question is, is this something that the company can even put together, even if it wanted to and even if it was relevant?

MR. SHEPHERD:  Mr. O'Leary, the company has a group that its primary responsibility is looking at volumes per end use.  This is not difficult.  The only reason I am not putting a number to you is because I can only do the general service classes.

I don't know how much of the contract classes is for buildings.  A chunk of it is, but I don't know how much.

But I can tell you that that 91, 30 megatonnes is general service, your general service.

MR. JOHNSON:  Mr. Shepherd, I think what Mr. O'Leary is indicating is -- I do agree we have folks who could probably tell you how the rate classes are broken down.

But I think as you alluded to there, you have contract rate customers who might be industrial customers who use gas for both heat and process. And I don't know that we could easily break that down.

MR. SHEPHERD:  You actually have a group that studies that.  So what I am going to do is I am going to ask you to undertake to go back and use your best efforts to identify how many of those 91 megatonnes come from space and water heating of Enbridge Gas Inc. customers.

MR. FERNANDES:  And are you talking about direct consumption, because there's a number of items that are quite challenging.  They may be small and they may not be small.  I am not sure.

We have transportation uses for fuel, things that are non-related to building.  We have power generation.  Some of that can be behind-the-meter.

MR. SHEPHERD:  I am not looking at any -- just based on...


MR. FERNANDES:  But we don't know all of that is our point.  To disaggregate that could be quite a large amount of work.  And I don't know what it would be involved in all of that, and I can't say how quickly another group would be able to put that together. 

MR. SHEPHERD:  Okay.  So I am telling you that I believe you have people in your organization that have this information right now.  However, I am asking you to undertake to use your best efforts, give us the best number you can, and if it turns out that some portion of it you say, we can't answer that because it is too complicated, then that is what your answer would be.

MR. O'LEARY:  Can you assist me, Mr. Shepherd, as to a question that was asked by Mr. Fernandes as to how, even if the company is able to respond and tell you that of the 91 million megatonnes that are attributable to all of Canada in 2019, saying that a certain amount of that is in Enbridge's franchise area -- because obviously it doesn't include the entire province -- how that is of any assistance to the commissioners?  I am having trouble with that.

MR. SHEPHERD:  Well, sorry, one of the secondary goals of the DSM plan is reducing GHG emissions, yes?

MR. FERNANDES:  It is helping meet the provincial goals with respect to emissions.  And that's part of the reason for my question that Mr. O'Leary was trying to understand better where -- what you are looking for, because if we're going to do it even on a best-efforts basis, trying to understand what you are looking for, so I suspect we're going to have to make a number of caveats, and it at least helps us with what are the right caveats for your purpose.

MR. SHEPHERD:  Well, it's going to be much simpler than that, because what your result is going to be is about 40 percent of the Canadian target or the Canadian megatonnes in buildings are Enbridge.  Enbridge, Ontario.  And you are not going to reduce them at all.  Zero.  Isn't that the truth?

MR. FERNANDES:  I don't believe that to be the case, Mr. Shepherd, but regardless, if that is your statement, then what are you asking us to do?

MR. SHEPHERD:  Well, because I need your evidence to show that.  If you give us the data, that is what it will show.

MR. FERNANDES:  So you are looking for us to provide 2022 best efforts what we expect the total space and water-heating load is for our customers?

MR. SHEPHERD:  Yes.

MR. FERNANDES:  And we will caveat that however we can in order to fit within a reasonable time line for your purposes.

MR. SHEPHERD:  Of course.

MR. JANIGAN:  If I can interject here, will that be broken down in terms of commercial and industrial -- commercial and residential?

MR. FERNANDES:  Well, Commissioner Janigan, if you would like it.  It is another group that is doing it.  So I am trying to make sure that I understand what I'm asking them for.

I do think the tighter we put it, the more complicated and onerous it will be.  I don't really have a good sense of whether that will be more difficult, but I think we can -- while we're doing it, if we can, I think we should, if you would be of interest to you.

MR. JANIGAN:  Well, certainly that folds into your best-efforts commitment, if it can or cannot -- if it can't be done in a timely manner or there are some difficulties associated with them, then the breakdown is not necessary.

MR. FERNANDES:  Thank you, Mr. Commissioner.

MR. SHEPHERD:  All right.  That was J3.3; is that right?

MR. MURRAY:  That will be Undertaking J3.4. 
UNDERTAKING NO. J3.4:  TO PROVIDE ON A BEST EFFORTS BASIS FOR 2022 WHAT THE TOTAL SPACE AND WATER-HEATING LOAD IS EXPECTED TO BE.

MR. SHEPHERD:  4.  Okay.  And so I wonder if you can go to page 25 of our compendium.  Now, we actually have your forecast for what you expect your volumes to be.  And this -- the 25 is your volumes without any DSM programs.  Right?

MR. FERNANDES:  Sorry, Mr. Shepherd, it wasn't quite up on the screen, so I wasn't following you.

MR. SHEPHERD:  Okay.  This is your forecast volumes from 2022 to 2031, without including the effects of your DSM programs from now on.  Right?

MR. FERNANDES:  Yes.  I believe there is caveats on the response which I am not aware of, but, yes.

MR. SHEPHERD:  It is on the previous page.  Which caveat are you talking about?

MR. FERNANDES:  I am assuming that there was some level of caveats.  I am not familiar with the topic area, Mr. Shepherd.  We don't have someone who is on the panel that deals with the gas supply, because this is a DSM proceeding.

MR. SHEPHERD:  So the reason I ask this is because -- I mean, this is Enbridge evidence.  Right?

MR. FERNANDES:  We were asked in an interrogatory, so we went to other groups to get the information.  We don't have someone on the panel that is intimately familiar with this.

MR. SHEPHERD:  Absolutely fair.  You can't be expected to be an expert in everything.

So you will agree subject to check, I assume, that your forecasting in that ten year -- in that nine years, sorry, that contract rate volumes will go up by a billion cubic metres and general service will go up a billion cubic metres.  Is that right?

MR. FERNANDES:  That looks -- using rough numbers, I think that looks correct.

MR. SHEPHERD:  And then if you go to the next page you see your forecast of DSM volumes and then what your forecast throughput is after DSM.  And I get that as 550 million increase in general service and 550 million increase in contract.  Does that look about right to you?

MR. FERNANDES:  I would have to take a better look at this.  I am not familiar with this particular response, but I can see your math.

MR. SHEPHERD:  Okay.  The reason I ask is because Enbridge is expected to contribute to the GHG targets in Ontario and indeed the national targets, but it sounds to me like you're saying, oh, by the way, we're not only going to not contribute, we're going to make it worse.

I calculate -- and tell me whether this is right -- I calculate that the increase is 4.07 megatonnes without DSM and 2.24 megatonnes after your DSM is included.  That's what you currently forecast in these tables.

Do you accept those subject to check?

MR. FERNANDES:  But, Mr. Shepherd, you are not accounting for anything like population growth, you know, economic growth, or any of those factors.

So there were a number of caveats that were listed on, I believe, in the appendix for the gas supply forecast, and we don't have anyone here who can speak to those.

So that's -- you know, you are basically doing mathematics that would be unreasonable.  If, you know, if you had a town with a population of ten, with five buildings and it went to 20, with ten buildings, you would expect the gas consumption to go up even if there was more efficient use of the fuel.

So, you know, I just can't agree with the basis of what you are stating.

MR. SHEPHERD:  So the Ontario goal of 143 megatonnes down from 161 -- it is actually down from 161, right?  It's not -- they're not saying, oh, by the way, but we have to adjust this for GDP and for population, right?  It is not a per person --


MR. FERNANDES:  There are a number of policies like an output-based pricing system that literally does just that.  It adjusts for different levels of output and a number of policies.

So our direction that we were given is to provide conservation programming that helps customers lower their bills and lower their gas consumption.  And that is what we've provided here.

MR. SHEPHERD:  But your gas throughput is going up.

MR. FERNANDES:  And we expect to have more customers.  So -- Mr. Shepherd, we are not going to get anywhere here at all, quite clearly.  So if you would like to argue, I would suggest you do that in argument.

MR. SHEPHERD:  I beg your pardon?

MR. FERNANDES:  Because there is nothing else that we can state.  We have provided the information here.  It's not part of our conservation plan.  We have provided a gas conservation plan that provides a broad array of programming to help our customers use less gas.

MR. SHEPHERD:  And reduce throughput?

MR. JOHNSON:  Mr. Shepherd, maybe I could try to help frame this a little bit differently.

If, you know, we updated -- to be clear, I am not suggesting we do this.  But suppose we had a forecast that said with other government policies, we expect the throughput to go from -- sorry, I will look at it on my page because it is a little hard to see -- from 15 billion down to 14 billion before the application of DSM.  And then with the application of DSM, we said it was going to go from 14 billion to 13.5 billion.  In that case, you agree DSM would be contributing to savings, correct?

MR. SHEPHERD:  Yes.

MR. JOHNSON:  So if we understand your objection, it's that the forecast that was provided by sort of what I will call the core utility, said that with their inputs and assumption based on population growth and economic growth, that consumption was going up, so independent of DSM.  That is the root of your concern?

MR. SHEPHERD:  No.  The root of my concern is that there are public goals that are absolute reductions in GHGs, and Enbridge is currently planning to make those situations worse, not better.  Isn't that true?

MR. JOHNSON:  So just so I understand, though, you're suggesting not as part of conservation, and then not as part of this discussion, but as part of the core utilities' current forecast?  That's your objection, or your concern?

MR. SHEPHERD:  Yes.

MR. JOHNSON:  I think what I would suggest is, as Mr. Fernandes is indicating, we're not one the ones who put together that forecast, and I am not sure anyone on this panel can comment on the original forecast.  We can only comment on the DSM contribution.

MR. SHEPHERD:  All right.  So I have one more question about this.  If you go to page 27 of our materials, you see the various assumptions that were built into the forecast.  And these assumptions were done by your gas supply group,  right?

MR. FERNANDES:  Correct.  The core utility, as Mr. Johnson referred to it.

MR. SHEPHERD:  The core utility?

MR. FERNANDES:  The non-DSM group, yes, or groups.  I don't know exactly which particular departments, Mr. Shepherd.  I am just referring to it wasn't under the purview of the DSM group.

MR. SHEPHERD:  Good.  So I notice on page 27 you see federal carbon charges.  That looks to be very out of date.  And so I am wondering, is there a new version of this -- of this interrogatory response or could you prepare a new -- have a new version prepared that shows what your current forecast is.  Same period, just with the carbon charge corrected.

MR. FERNANDES:  Can you help us with understanding why you think this is incorrect?

MR. SHEPHERD:  Well, because these carbon charges go to 59 dollars and 76 cents.

MR. FERNANDES:  Sorry, okay, I understand where you are going now.

MR. SHEPHERD:  We know it's going to be three times that, right -- whatever.  Not three times that, but a lot more.

MR. FERNANDES:  Yes.  I believe what they've done is put in what is in actual legislation.  There is a plan to go higher.

MR. SHEPHERD:  All right.  So is there a more up-to-date forecast and can we have it, please?

MR. FERNANDES:  Mr. Johnson, can we take a quick breakout?

MR. JOHNSON:  I was just going to suggest that.

MR. FERNANDES:  Okay.

[Witness panel confers]

MR. JOHNSON:  I think the challenge is to our knowledge.  But I will say that to our knowledge, that is still the value that is being used in these forecasts.

But we can undertake to see if that value has been updated and therefore a new forecast has been generated.

MR. SHEPHERD:  Awesome.  Thank you.  This trend towards increasing throughput, that's not new, right?  I mean, if we go back for example to the past five, six, seven years, we would see a similar rate of increase, right?

MR. JOHNSON:  I would say there's -- there would likely have been an increase.  I don't know if the rate would be similar.  That I would have to go and look at.

MR. SHEPHERD:  We can read the numbers for ourselves so it's fine.

MR. JOHNSON:  Sorry to interrupt you.  Did we need to record an undertaking?

MR. MURRAY:  Yes.  I was trying to find a good point to interject.  That will be undertaking J3.5.


UNDERTAKING NO. J3.5:  TO PROVIDE AN UPDATE TO THE FORECAST FOR FEDERAL CARBON CHARGES, SHOWN ON PAGE 27.


MR. SHEPHERD:  My apologies.  I was rolling and I just couldn't press the brakes.

So by the way, the DSM numbers in these tables, you did them, right?  Your group did them?

MR. JOHNSON:  So if I recall and we are going back again and, Mr. Fernandes, if you recall better, please correct me.  But we would have provided our DSM values to another group, who would then have converted them for this table.  That is my recollection.

MR. SHEPHERD:  Are they net or gross?

MR. JOHNSON:  They should be net.

MR. SHEPHERD:  Okay.  Well, you have a big problem with free-ridership, right?

MR. JOHNSON:  I'm not sure I understand the statement.

MR. SHEPHERD:  Well, you have very high free rider percentages in many of your programs, right?

MR. JOHNSON:  We had some programs that have high free rider, and some with lower free rider, I would agree with that statement.

MR. SHEPHERD:  All right.  Well, then I wasn't going to go to this, but I will.  So on page 5 of our materials, this is the most recent place in which the evaluation contractor sets out your net-to-gross ratios.

And for commercial and industrial custom projects and large volume, you have very high free-riderships, right? Isn't it correct that 38 percent net-to-gross means 62 percent free-ridership?

MR. JOHNSON:  That's correct.  I will just quickly note for the record, I believe that the first two numbers are reversed, but it doesn't change your point.

MR. SHEPHERD:  Okay.  Okay.  So for example, in large volume, your free-ridership is 86 percent, right?

MR. JOHNSON:  That's what the measurement was.  As you are aware, we have concerns with the measurement.  But to your point, I don't know that we want to debate that here.

MR. SHEPHERD:  But DNV -- by the way, DNV, I'm sorry about the acronym, but it stands for Det Norske Veritas.  It is a Norwegian international consulting company specializing in quality control, basically, and so everybody calls it DNV because nobody speaks correct Norwegian. I apologize for the acronym.

And so DNV had these first numbers, but if you go to page 10, another consulting firm, also in 2019, said here's some more free-ridership rates.  These are net-to-gross again, which means you have to reverse them, right -- Sorry, these are free-ridership rates.

So for example in demand control ventilation, a 92 percent free-ridership rate.  Right?

MR. JOHNSON:  That's correct.

MR. SHEPHERD:  And in infrared heating on the next page, page 11 -- this is in Union Gas, 93 percent free-ridership rate.

MR. JOHNSON:  That's correct.  And that's an example of a measure -- and again Mr. Grochmal can correct me if I'm wrong, but that is an example of a measure that we exited due to that very high free-ridership rate.

MR. SHEPHERD:  Oh, good.

MR. GROCHMAL:  I can confirm that.

MR. SHEPHERD:  Sorry, somebody interjected.

MR. GROCHMAL:  That was me, Mr. Shepherd.  I was just chiming in to confirm that we have exited that measure.

MR. SHEPHERD:  Okay.  So what are you doing to improve your free-ridership?

MR. GROCHMAL:  I can take that one for you, Mr. Shepherd.

MR. SHEPHERD:  All right.

MR. GROCHMAL:  I can take that one for you.  Can you hear me okay?

MR. SHEPHERD:  I can.

MR. GROCHMAL:  So I will speak to, from the program design, what we're doing to improve it.  And I guess I will speak to things that -- I guess a couple of things I will touch on.  I mean, maybe I will start broad before I get specific, if it helps.

I mean, as you know, there's a couple of ways we're addressing free-ridership.  One is by seeking out more customers who would benefit from the program that wouldn't otherwise do it, and then we're obviously making efforts to screen program participants so as to reduce customers going to the program that would otherwise go forward.

So I would say on the -- we can talk about the increasing program participants that wouldn't otherwise go ahead.  I mean, we're doing a few things there.

One is we're continuing to add feet on the street, so to speak.  I think that is a reference in our evidence to our industrial program.  That is what we're looking to continue to drive influence through our technical support and to increase our interaction with smaller-volume customers in particular who we think would be less likely to participate --


MR. SHEPHERD:  May I just stop you there?

MR. GROCHMAL:  Yes, for sure.

MR. SHEPHERD:  It's correct, isn't it, that, generally speaking, smaller-volume customers are less likely to be free riders because they're less sophisticated.

MR. GROCHMAL:  I think sophisticated is one aspect of it.  I mean, I think, as you heard in the discussion yesterday with Small Business Utility Alliance and some of the research they're relying on, yeah, I mean, I think it is more than that.  It is limited time, focus, and resources to execute on projects.  All of those things I think add up.

MR. SHEPHERD:  Okay.  Good.  Sorry, I interrupted you.  Go ahead.

MR. GROCHMAL:  No.  That's fine.  Would you like me to keep going?  There were a couple of things I was going to highlight.

MR. SHEPHERD:  No.  By all means.

MR. GROCHMAL:  Okay.  Thanks.  The other piece -- and I know Mr. Neme touched on this -- is, you know, raising incentive levels.  Now, not, I think, near the scale that Mr. Neme is proposing, but we're certainly looking to increase incentive levels within our means while also balancing objectives between sort of broadening participation, as well as driving savings, and, you know, we noted in staff 53 that we have made increased -- we have raised our incentive levels.

And the third thing I will talk to, going back to the Board's direction about seeking out customers who will benefit the most, and this one may be directly relevant to you, given who you represent, is, you know, we're introducing an energy performance program, right, and this is pilot scale.  It is targeting Schools because of the characteristics and, you know, that is why we're trying to make strategic use of the data to go after customers who would benefit the most.

So, you know, to summarize, that is sort of where we're focused in terms of, you know, driving out more participants that we think we can influence and would improve our net-to-gross values, and on the flip side let's talk about screening really quick, because screening takes a few forms.  


And I guess I will highlight, you know, first something that we said in evidence in a number of places, which is, you have got to continue to monitor and increase your baselines where it is appropriate so that you stay ahead of codes, standards, by-laws, standard practice, all those things.

So -- and I will give you an example of sort of a recent demonstration of that.  You know, Mr. Johnson talked about exiting infrared.  That was something -- that was a decision we made following this report.  But greenhouse new construction is another area.  You know, like, that's one of the -- that's an area of high economic growth, as you know.

They're avid DSM participants, as we established, and last year we raised -- voluntarily raised the baseline in a number of measures for those projects.  We even exited a couple of measures that we support on that group, and that's reflected in our targets for industrial, and we talked about that in evidence, so I think staying on top of baselines is from a program design standpoint very important --


MR. SHEPHERD:  Okay.  Let me just stop you, because I'm not sure -- you are now talking DSM lingo.

MR. GROCHMAL:  Sorry.

MR. SHEPHERD:  So let's just be clear.  Staying on top of baselines means that you're [audio dropout] what you say the customers would do without your program, right?

MR. GROCHMAL:  Yeah.  Thank you for that, and you are right.  It is -- this is by baseline sort of what the reference point is of what we expect the customer would do absent the influence of the utility, what they would have installed otherwise --


MR. SHEPHERD:  Okay.  I think we've got the general idea.  So I am going to ask you, if you look at page 19 of our materials, you actually -- or I don't know whether you, Mr. Grochmal, but somebody in your group prepared an updated free-ridership mitigation strategy April of 2021.

Can you file that on the record, please?

MR. GROCHMAL:  Yes.  Sorry, you're asking whether we can file what is listed here?  I just want to be clear.  The free-ridership mitigation strategy?

MR. SHEPHERD:  That's right.

MR. GROCHMAL:  Yes.  I have no issue.  We can provide that for you as an undertaking.

MR. SHEPHERD:  Excellent.

MR. MURRAY:  That will be Undertaking J3.6. 
UNDERTAKING NO. J3.6:  TO PROVIDE THE UPDATED FREE RIDERSHIP MITIGATION STRATEGY APRIL OF 2021.

MR. SHEPHERD:  That's not on the record anywhere right now, right?

MR. GROCHMAL:  I don't believe it is.

MR. SHEPHERD:  Okay, good.

Now, I just want -- this -- page 19 talks about how your conservation group is governed, and so it is actually divided into two components, right?  You have one group under Ms. Giridhar, right?  The vice-president of business development and regulatory?

MR. FERNANDES:  Mr. Shepherd, I don't believe that is a fair characterization.  The DSM group is almost entirely directly under Ms. Van Der Paelt and reports through Ms. Giridhar.

MR. SHEPHERD:  Oh, I see.  Oh, okay.  See, I am not on top of who is doing what.

And then -- but some of the programs, large industrial and residential new construction, report to the director of distribution, new franchise sales, right?

MR. FERNANDES:  There's a small number that do that.  You mentioned one of them.  The large-volume customer account reps have some head count that, you know, reports there, but is funded through DSM, and they spend their time working on that program.

MR. SHEPHERD:  But their basic job is to sell gas to customers, right?  This is a side gig, if you like?

MR. FERNANDES:  No.  That is not correct.

MR. SHEPHERD:  Oh, okay.  So then help me understand.  Your sales associates, the people who sell to large industrials and to builders, they're not responsible for delivering conservation.  Somebody else is?

MR. FERNANDES:  So Mr. Ariyalingam, who was on panel 1 --


MR. SHEPHERD:  Yes.

MR. FERNANDES:  -- would have been the one to speak to that function.  These people report through a sales group who have the direct customer relationships.  But they're dedicated to providing the conservation programming.

MR. SHEPHERD:  Oh, I see.

MR. FERNANDES:  So it is done that way, from a customer-facing point of view, for consistency.  So they have, you know, all of the similar training and other aspects, and they have that part of the reporting structure.  So it is -- as you said, it is a sales function, but this is a conservation sales function.

MR. SHEPHERD:  So ArcelorMittal Dofasco -- I wish they would just call themselves Dofasco -- in Hamilton, they have a sales rep whose job is to help them with contracts and stuff and -- but that sales rep is assisted by a conservation officer who will engage with them about -- about conservation programs.  Is that fair?

MR. FERNANDES:  Mr. Grochmal, would you be able to maybe clarify?  I'm not -- or...

MR. GROCHMAL:  I think that is a generally fair characterization, and with the large-volume customers we have somebody that handles the commercial aspects and somebody that handles the DSM, and, yeah, would work with the respective functions of the large-volume customers they serve.

MR. SHEPHERD:  Okay.  So the reason I ask that is because if you take a look at page 20 you see this is about how you deal with the fact that distribution revenue makes you money and DSM reduces distribution revenue.  And what it says is accountability for DSM is separate and distinct from accountability for distribution revenue.

And I didn't understand that, because your VP or your director of in-franchise sales is the person to whom the big-volume stuff, the people who do that, report.  Isn't that right?

MR. FERNANDES:  So I am trying to understand where -- I would like to be helpful, Mr. Shepherd, but we have a customer-facing function --


MR. SHEPHERD:  Yes.

MR. FERNANDES:  -- that, you know, deals with most of our customers in order to have consistency across that.  We have a few positions that are embedded within that part of the organization that are funded through DSM, but their function is to sell the conservation services.

So I am not sure what -- what is it you are looking for from us?

MR. SHEPHERD:  They report to the director of in-franchise sales, right?  They don't report to you?

MR. FERNANDES:  They will not directly report through Ms. Van Der Paelt, but matrix organizations are pretty common.  Their objectives are to meet the objectives of the particular program offering that they're dealing with.

So I am not sure what -- what is it you would like us to clarify?

MR. SHEPHERD:  Well, what I am trying to understand is how is it true that accountability for DSM is separate and distinct from accountability for distribution revenue, when the person accountable for distribution revenue is the boss of the people who sell conservation to the big customers?

Isn't that a conflict?  You said yesterday there was no conflict.  I was surprised.  Isn't that a conflict?

MR. FERNANDES:  The various people underneath a reporting relationship, they won't all have the same objectives.

MR. SHEPHERD:  They won't have conflicting objectives, will they?  You don't design organizations that way.

MR. FERNANDES:  Mr. Shepherd, we have competing objectives, conflicting objectives.  So again, I am not understanding what you mean.

We have a subset of employees that are selling conservation services, and we have a different subset of employees that are doing other things for the core utility.

MR. SHEPHERD:  Thank you.  Go to page 20 -- oh, move up the page a little bit, please, Bonnie.

And you will see the VP business development and regulatory had goal statements for 2021.  And you talked about this yesterday with Mr. Poch, and there's a phrase there "preserve growth opportunities" which -- as it relates to the DSM plan and the IRP plan.

And you gave a long answer yesterday about what that means, but you didn't, I think, answer the question.

The question is, doesn't that mean you can have DSM, you can do IRP, just make sure we can still put more rate base in the ground.  Isn't that true?

MR. FERNANDES:  No, I wouldn't characterize it that way at all.  The context around this particular goal statement was when we were in the OEB-led framework consultation and we had not yet received the DSM letter.  That would have been when this was written, but we were in the middle of the OEB-IRP framework consultation.

And if you recall at that point in time, I think you participated in that, there was a number of parties that were what I would call, relative to how things are now, conflating the two.

So there was a goal statement that is a high-level statement to say that, you know, we would like to make sure that, we know these two things are on our plate.  We don't know the exact timing, or we didn't even have the direction at that point in time that we do today for the DSM plan.

So as an executive, they have to put forward something and the two of them were put into the same goal statement because they were conflated at the time.  And it's typically written in that way in order to signal to employees, there's a large number of employees that work in conservation that it is important.

So that's -- I wouldn't read any more into it than that.

MR. SHEPHERD:  I am going to put it to you that every member of your executive management team and all of your vice-presidents have a performance criteria which is tied to increasing net income and increasing rate base, every one.  I am going to ask you to undertake to confirm that.

MR. FERNANDES:  Everyone of our --


MR. SHEPHERD:  Of your EMT, let's say your EMT.  So Ms. Van Der Paelt's boss, right, has a performance metric, and that performance metric -- and all of the other members of the executive management team have a performance metric.  Net income has to go up and rate base has to go up, if they want to get their stock options or their performance bonuses, right?

MR. FERNANDES:  Mr. Shepherd, how does this relate in any way shape or form to the plan that we filed based on the direction that we received?  Okay.

MR. SHEPHERD:  You said yesterday that Enbridge has no conflict, no conflict that you -- in fact, you said you were insulted that somebody asked about conflicts between goals.

I am putting it to you that not only is there a conflict, but it's built into your compensation structure for senior management.  And you can say that is not true, but if you want to say that's not true, then give us the undertaking.

MR. FERNANDES:  Mr. Shepherd, completely different items.

When I was speaking, there were a number of parties that said the gas utility would not voluntarily do what was required to meet policy goals.  And I said -- you know, they alluded to that we have an inherent conflict.  And what I said previously was that Enbridge Gas specifically,  under a framework where the OEB has clearly stated that it's a voluntary business function, we've put forward items that stretch the boundaries of the policy frameworks that we have.

We have put forward electrification measures.  We have put forward, you know, building code and helping to advance the building code in areas that, when those parties were comparing to other jurisdictions, where they said they've seen conflicts from gas utilities and therefore they felt that they needed to be taken away and put into another organization's hands.  And those comparisons were in other jurisdictions where they required things like legislation or orders in order to get them to do that.

I said we had no conflict.  We can clearly demonstrate what we have done and it is on a voluntary basis.  So you know, the way that you are portraying what I stated I don't think is fair and it is not what I said.

MR. SHEPHERD:  Okay.  Well, we can read the transcript.  Are you going to undertake to provide the performance criteria for executive management team compensation, including your ultimate boss?

MR. O'LEARY:  Mr. Chairman, I have difficulty understanding, in this DSM proceeding, how such information could be of any assistance ultimately for the panel to approve a DSM plan that deals with obviously the reduction in gas usage.

And, you know, what I see before us is that the statement actually says approval of an IRP framework and DSM plan that preserve growth opportunities, which could very well mean the IRP and DSM plan they want to grow those things, including non-pipe alternatives.

So my friend has an interpretation of things that are entirely different and trying to suggest there is some sort of -- it sounds like a moral conflict here.  Certainly gas utilities have been undertaking throughout North America gas conservation activities for decades and to then suggest there is some conflict is a little unfair.

And then to go and say the fact that there are executives in the company that have performance incentives that are based on the criteria that you would expect in the company, I think is irrelevant and inappropriate.

So we would object to giving that undertaking.

MR. SHEPHERD:  Commissioner Janigan, commissioners, one of the arguments that we plan to make in this proceeding, which we have indicated to you, is that Enbridge needs closer operating supervision of their DSM activities because they have a fundamental conflict.

The evidence of that is going to be their compensation plan for their executives, which demonstrates that they compensate their executives for failing DSM.

And so it seems to me it is pretty straightforward, if they're compensating -- compensating for something that is the opposite of the DSM goals, then they have a conflict.

MR. O'LEARY:  In fairness, Mr. Janigan, that really is a misstatement.

Executives are compensated on the performance of the company, and that includes the performance of the DSM group.  So it is, I think, inappropriate for Mr. Shepherd to suggest that there's any sort of inappropriate conflict and this is nothing new.  He is creating an argument that has been around for many years; he is just taking it one step further.

MR. FERNANDES:  Just to add to, you know, looking at what is on the screen, it speaks to a DSM incentive target.

So, you know, there's clearly an incentive for the company. We have spoken of that at length.  We have been in the incentive model for, you know, quite some time, multiple frameworks.

So I am not sure, Mr. Shepherd, I can really understand, and it is so far outside of what we were asked to do.  We were directed to file a DSM plan, and we have done that.

MR. SHEPHERD:  The $7.2 million is approximately 1 percent of your net income, right?

MR. FERNANDES:  Mr. Shepherd, the company has amassed a set of operations that spans, you know, North America and the globe.  That is not a fair comparison in any regard, and it is not relevant to what we have here today.

MR. SHEPHERD:  Simple question.

MR. FERNANDES:  You don't have the right --


MR. SHEPHERD:  You're refusing to answer the question?

MR. FERNANDES:  Mr. Shepherd, I don't have that information.

MR. SHEPHERD:  Okay.  Mr. -- Commissioner Janigan, I am asking that the witness be ordered to provide the undertaking I requested, and that is the --


MR. ELSON:  Sorry, Commissioner -- sorry -- go ahead, Mr. Shepherd.

MR. SHEPHERD:  No, go ahead.

MR. ELSON:  I was just going to ask Commissioner Janigan to let me speak to the -- my apologies.  It's Kent Elson for Environmental Defence.

This is information that is relevant to us as well, and I may not need to speak to it if Mr. Shepherd is going to receive his undertaking, but Mr. Janigan, if that is not going to be provided, if I could speak to it for one moment, that would be appreciated.  Thank you.

MR. JANIGAN:  We're going to meet in a breakout room, the panel members, to determine this.  So if you have a submission to make, I would suggest that you do it now.

MR. ELSON:  Thank you, Commissioner Janigan.  I will say that the question of executive compensation and whether that is indicative of a conflict of interest is also relevant to some points that Environmental Defence is seeking to put forward; for example, in relation to some of the market transformation programming and whether it is appropriate, as evidenced by the funding for gas heat pumps and the lack of funding for other items, and more generally what the next steps should be and whether there should be directions from the Board to contract with third parties or otherwise, find means to design these programs in a fuel-neutral way.  Thank you.

MR. JANIGAN:  Thank you.  The panel will convene in a breakout room and come back with our decision on this.

MR. SHEPHERD:  Mr. Commissioner, is this an appropriate time to take our afternoon break?

MR. JANIGAN:  Where are we at here?  3:30.  Yes, why don't we take a break until 3:45.

MR. SHEPHERD:  Thank you.

MR. JANIGAN:  Yes.
--- Recess taken at 3:28 p.m.
--- On resuming at 3:46 p.m.

MR. JANIGAN:  Thank you very much.  The Panel has conferred on this matter and doesn't believe that it needs an undertaking to conclude there is a tension or natural conflict between Enbridge Gas's traditional goals of maximizing their revenues and growing their business with programs that may be designed to operate in a way that may frustrate those goals.

The extent to which the tension or conflict may impair the goals associated with demand side management is a matter for argument.

MR. SHEPHERD:  Thank you, Commissioner Janigan.

MR. O'LEARY:  Thank you, sir.

MR. SHEPHERD:  I actually have four more topic areas, but I am dropping one, so I have three to go.  I am targeting to finish between 4:30 and 4:45 -- 4:45 was my limit.  4:30 is my mental goal.

So I wonder if you could turn to page 62 of our compendium.  Who is responsible for answering questions on impact evaluations?

MR. JOHNSON:  That would be myself, Mr. Shepherd.

MR. SHEPHERD:  Thank you.  So first of all, the EAC, the Evaluation Advisory Committee, is a committee set up by the OEB to supervise an evaluation contractor who assesses the results of your programs.  Right?

MR. JOHNSON:  I would describe it as provides input.

MR. SHEPHERD:  Okay.  All right.  And for full disclosure, I sit on that committee.

Now, right now the evaluation contractor, and with the advice of the EAC, determines for each area that they're evaluating what the best way is to measure the results, right?

Enbridge has its own calculation, sometimes customers have their own calculation, and then the evaluation contractor determines what the best way is to get the right end.  Correct?

MR. JOHNSON:  I would say that they confirm the results that Enbridge puts forward.

MR. SHEPHERD:  Sorry, they never confirm the results, ever.  They always change them.  So, no, that's not true, is it?

MR. JOHNSON:  Sure.  Sorry.  You're -- perhaps my use of confirm.  When I meant confirm, I meant review and provide their opinion on what those results should be.

MR. SHEPHERD:  And they determine how to assess what the right answer is, because they're giving a professional opinion on the results, right?

MR. JOHNSON:  Within the limitations of the program, sure.

MR. SHEPHERD:  Okay.  And you've proposed that neither the evaluation contractor nor the EAC would have that discretion any more, but instead they would be required -- for at least most of the things that they're evaluating, they would be required to follow predetermined methodologies.  Is that right?

MR. JOHNSON:  So I would describe it as -- there's a whole bunch of things where that is true today, and we're proposing to be true going forward.

So as a simple example, we measure our savings in cubic metres and we would expect to continue to be measured on cubic metres for certain programs.

So we do have a number of pre-defined criteria, I guess, that we're putting forward; eligibility criteria, measurement metrics, and as I believe you are alluding 
to -- and you pulled up here gross measurement -- are the different things that are predefined and then within those confines, our valuator would validate whether or not our savings that we put forward are correct or not.

MR. SHEPHERD:  I will give you an example.  If you can scroll down to the bottom of 62, please.  You see -- for one thing, you said for prescriptive measures the offering will use the TRM -- now the TRM is Technical Reference Manual, right?

MR. JOHNSON:  Correct.

MR. SHEPHERD:  Now, right now the evaluation contractor does not -- is not required to use the TRM.  They usually do, but they're not required to.  Right?

MR. JOHNSON:  So perhaps that's a different interpretation.  We've always been under the impression that they would be required to for -- sorry, go ahead.

MR. SHEPHERD:  They look at the TRM and say, no, this is calculated wrong, then they will calculate it the correct way, right?

MR. JOHNSON:  They can provide updates to the TRM, if that is what you are indicating.

MR. SHEPHERD:  No.  I'm saying that they are -- they will say no, we have to -- we have to use a different calculation method because this one is wrong.

MR. JOHNSON:  So my understanding has always been that for TRM measures, they would use the TRM to validate those savings.  I'm not sure -- perhaps we have a different understanding.

MR. SHEPHERD:  Okay.  Now, so you have -- in a number of these, you say use the TRM.  And in some others, you say -- for example, home winter proofing and Whole Home, you say NRCan HOT2000, and there's a bunch of others like that.

The one I wanted to ask you about, you see on page 63, about three-quarters of the way down, there's a reference to something called E tools.  Tell me what E tools is.

MR. JOHNSON:  So E tools is a calculator that we use for certain custom projects that sort of is a -- has a whole bunch of math built in to help facilitate calculations for savings for certain types of projects.

MR. SHEPHERD:  It was developed years ago, right, ten years ago maybe, and updated many times by Enbridge, right?

MR. JOHNSON:  That's my understanding.

MR. SHEPHERD:  Okay.  And last year, the evaluation contractor, that is DNV, did a study that shows E tools is not accurate, correct?

MR. JOHNSON:  Again, I would frame that differently.   They did a study that said that further investigation is needed into E tools given the difference between their analysis and E tools.  But the analysis was not detailed enough to draw any particular conclusions -- or concrete conclusions, I should saw.

MR. SHEPHERD:  So what they actually said was that E tools appears to overstate the savings by 43 to 61 percent, and they don't know why.  And so further study is required to figure out why that is.  Isn't that true?

MR. JOHNSON:  So I don't have that wording in front of me, but I would have to go back -- my recollection is they said there is a difference.  They don't know why, but I don't think they were conclusive in -- they identified there is a difference.  I don't think they were conclusive that that difference was they were confident on there being an issue.

It was more that further investigation was needed because again it was a very preliminary analysis.

MR. SHEPHERD:  Is that on the record?

MR. JOHNSON:  Not to my knowledge.

MR. SHEPHERD:  Will you undertake to provide it, please?

MR. JOHNSON:  For -- so I guess the only thing is I believe the study is final, in which case -- I would like to confirm it is final, in which case I think we could provide it.

MR. SHEPHERD:  You're asking to lock in E tools, right?  You said right here -- for example, for affordable housing multi-residential, you have to use E tools.  Right?  That is what it says.

MR. JOHNSON:  So if that is the interpretation, then that is not the intent of what we wrote there.  And I believe you and I discussed this at the technical conference.

But for custom projects, our view is all manner of measurement is appropriate for custom projects.  We use all manner of measurement.  We use engineering calculations, as you alluded to E tools.  We in some cases use billing analysis or measurement customer -- a measurement of consumption.

In our view, custom means exactly as it says, custom, and therefore any form of gross measurement is appropriate, and therefore the auditor would be able to use any form of measurement to confirm or to validate those savings.

MR. SHEPHERD:  Okay.  So will you undertake to provide the study, please?  You're still using E tools, right?

MR. JOHNSON:  Correct.

MR. SHEPHERD:  Okay.  Can you provide the study, please?

MR. JOHNSON:  Again, assuming it is a final, then we can provide it.

MR. O'LEARY:  Sorry to interrupt, but assuming we have the right to do that or it might have to be filed in confidence.  We just have to find out.

MR. SHEPHERD:  I sit on the EAC.  I have seen the study.  It's not confidential and it is helpful.

MR. O'LEARY:  I believe everything you say, Mr. Shepherd.

MR. SHEPHERD:  Mr. Murray?

MR. MURRAY:  We will give that an undertaking number.  That will be J3.7.
UNDERTAKING NO. J3.7:  TO FILE A COPY OF THE STUDY ON E TOOLS


MR. SHEPHERD:  And can you tell me, Mr. Johnson, what percentage of your cubic metres last year were measured using e-tools?

MR. JOHNSON:  I don't have that number.

MR. SHEPHERD:  Will you undertake to provide it, please?

MR. JOHNSON:  So you want it for last year then, 2021?

MR. SHEPHERD:  Whenever the last year is that you have available to you.  You should have 2021, I would have thought, but you may not, because your annual report isn't done until next month, I guess, so if you want to use 2020 I am good with that too.

MR. JOHNSON:  So for whichever year we have the most up-to-date information?

MR. SHEPHERD:  Yes, please.

MR. JOHNSON:  We can do that.

MR. SHEPHERD:  Thank you.

MR. MURRAY:  That will be Undertaking J3.8. 
UNDERTAKING NO. J3.8:  TO PROVIDE THE PERCENTAGE OF CUBIC METRES THAT WERE MEASURED USING E-TOOLS IN THE MOST RECENT YEAR AVAILABLE.

MR. SHEPHERD:  It is a big number, right?  It is like 50 percent of your M cubeds?

MR. JOHNSON:  No.  I don't believe that to be the case.

MR. SHEPHERD:  It is a big number, right?

MR. JOHNSON:  It is a reasonable size number, but I believe it would be quite a bit smaller than 50 percent.

MR. SHEPHERD:  Okay.  Well, we will see.  And I want to ask again, when we're talking about this proposal to lock in how gross measurement is done, in a number of places you've said "as determined reasonable by Enbridge Gas's technical experts".  You say that in affordable housing, multi-residential, in industrial custom, in commercial custom, et cetera.

You say what you want the Board to order is, however you determine what the reasonable way is to measure gross measurement, that's the way it is.  Is that what that means?

MR. JOHNSON:  No.  Again, to clarify, and I thought we just went over this, when it comes to custom projects, we're saying that any form of measurement is a valid form of measurement --


MR. SHEPHERD:  So when that says "as determined appropriate or --


MR. JOHNSON:  Sorry --


MR. SHEPHERD:  -- reasonable by Enbridge Gas's technical experts", that is not giving you a discretion on how to do it.  The evaluation contractor still has the discretion to use the best method possible.

MR. JOHNSON:  Correct.  So again, if that was the interpretation, our apologies.  It was simply saying that there are other ways in which we may try to initially calculate those savings, but it was not intended to say that that method is then locked in, in the case of custom projects.

MR. SHEPHERD:  Thank you.  That clarifies that.  I was worried.

So I want to turn to my next topic area.  Nobody right now, to the best of your knowledge, nobody right now offers fuel-agnostic conservation programs in Ontario; is that right?

MR. FERNANDES:  I believe Mr. Dunstan said that our Building Beyond Code Programs, which in terms of the execution is put to a third party, go by the building code, which is an energy intensity-based, but Mr. Dunstan, maybe you could clarify?

MR. DUNSTAN:  Thank you, Mr. Fernandes.  Our Building Beyond Code Program, while it's been stated prior to in this proceeding that we are supporting natural gas customers, we deliver the program via a third party who focus on design-related elements, and in terms of reference to the Building Code, as Mr. Fernandes said, both the current Ontario Building Code, SP 12, and the proposed National Step Code is fuel-agnostic.  There is no requirement of electrification.  It maintains fuel-agnostic, and our third-party consultants that support the delivery and design are working with our builders to determine what is the optimal path for them to decide upon for their space-heating and water-heating solutions based on both the requirements of the builder when they're considering their customers and what their wants and needs are and what is available out there in market.

MR. SHEPHERD:  You only provide incentives if they hook up to the gas system.

MR. DUNSTAN:  We provide support based on an intention to hook up to the gas system, yes.

MR. SHEPHERD:  Right.  So if a developer looks at a -- or a builder looks at a situation and says, well, I would rather have ground-source heat pumps, let's say, here, I think this works better for this particular demographic of customers, you would say, fine, no problem, but since you are not hooking up to the gas system, sorry, no money from us.  Right?

MR. DUNSTAN:  When we take a look at our Building Beyond Code Programs, you know, part of the decision for, you know, a developer to consider in terms of what their space heating -- and in terms of their requirements, let's say, for their development, may have been motivated by workshops that we have sponsored out there, delivered by third-party consultants, building science consultants, that are supporting the industry and navigating through the various aspects of the Building Code.

I have stated yesterday prior on the record that there is a high propensity to go natural gas in the new housing market.  I think the announcement by the federal government reaffirmed the fact that it's been a challenge for some of the various technologies to gain adoption, at least to this point, and we feel that we've designed the Building Beyond Code Program that best support the industry at this point in time as it sits today and over the next couple of years, and we will re-evaluate that in our proposal for 2025 and beyond, based on the market conditions that will exist at that time.

MR. FERNANDES:  I want to add, Mr. Shepherd, I think we were clear that the direction that we received both from a provincial policy point of view and also the direction received in the DSM letter, that we felt it was explicit, in terms of going to, you know, ratepayer-funded or gas ratepayer-funded programming should benefit gas ratepayers.

And we've -- I think we have said that we have, you know, gone to the edge of what we feel the current policy environment is.

If -- you know, so I understand what you are saying, but the Ontario that we live in is not an Ontario that has funding for some other party to deliver new construction programs.

This is the Ontario that we live in.  We're the only one that is actually in market, and the IESO which would be the other natural party hasn't got funding, and their programs are scheduled out to the end of 2024 in their current program.

MR. SHEPHERD:  Okay.  So, Mr. Dunstan, sorry.  My question to you was, they only get incentives if they hook up to gas.  Is that right?  yes or no?

MR. DUNSTAN:  As I stated before, they get support under the program.  When we talk about incentives, our programs are designed to provide design-related support, as well as, when you talked about the residential program, there is some back-end financial incentives.

So in terms of our program design and eligibility requirements, that, yes, it is indeed explicitly stated that the intent is for the building to be a future natural gas customer and be connected to gas.

MR. SHEPHERD:  So your evidence is that you do not propose anything that increases gas use, but in fact you incent builders -- tell me whether this is true -- you incent builders to choose gas instead of non-gas in new home construction.  That is your plan, right?

MR. DUNSTAN:  Our plan, as we have stated within our evidence, focuses on the challenges that builders have to advance to, you know, what's even been identified again in the attachments that you provided in the federal announcement about accelerating the adoption of future building codes to reach that aspirational goal of 2030.

Our experience in the marketplace is -- the biggest challenges for a builder is dealing with the thermal envelope and air tightness.  Currently building codes don't require a certain air tightness level.  However, future advancements in the building code will require, in order to meet those energy requirements, a level of air tightness and an increase of the thermal envelope enclosure in terms of from an efficiency level.

The challenges builders are facing, frankly, is no longer the biggest problem is around heat loss; it is around heat gain.  So there is a lot of effort placed on the design elements, that how do we continue to provide comfort to builders that they're building a product that will provide comfort to their future home-buyers or occupiers that will address indoor air quality.

So are there HRV, ERV settings providing --


MR. SHEPHERD:  I am going to have to stop you, Mr. Dunstan --


MR. DUNSTAN:  Sorry.

MR. SHEPHERD:  -- you're giving a long speech and you're not answering my question.

So my question is a simple one.  When your third-party delivery agent goes out and talks to a builder, they say, if you have gas, we can give you some money and some support.  If you don't choose gas, we can't.  Is that correct, yes or no?  I don't need a speech.

MR. DUNSTAN:  Okay.  Well, let me rephrase my answer.  The building beyond code program has direct support to participants.  And to answer that question is yes, those participants are future natural gas customers.

The Building Beyond Code Program also provides support to industry, as identified in the exhibit where we provide workshops, case studies and others that will provide ancillary benefit to builders that may choose not to go natural gas, but are benefiting from the education provided.

Also what I mentioned yesterday is previous participants, such as Sifton and Doug Tarry Home have represented a large percentage of the net zero energy-ready homes in Canada and the province of Ontario.  And in the case of Sifton, it is the largest all-electric net zero   development.  And they have taken a lot of the learnings from their participation in Enbridge's program and have applied those and as I've stated even yesterday, the natural resistance to change by builders is you're trying to give them comfort on the variability of all of the variables that it will take to get to that advanced code.  You are trying to help them eliminate or improve their comfort level and therefore, on future developments, they may focus on other areas like mechanicals and may choose a different path.

But Enbridge is supporting the industry on a continuum and we think this fully aligns with the federal Pan-Canadian framework.

MR. SHEPHERD:  Enbridge is proposing to offer support for electric heat pumps if they have gas back up.  Is that correct?  I don't know who that is.  I think that may be you, Mr. Fernandes.

MR. FERNANDES:  I think what we said is that the intention of the program is to target customers at a point in time when they're making a decision, and it is intended to have a point in time when their air-conditioning has a change out to reduce the incremental costs or replacement on break sort of situation, and that is where we would be saying why don't you change it out with an air source heat pump and that can electrify your primary heating load.

There would still remain the furnace and have a back up for peak heating system needs -- but Mr. Grochmal, did I state that correctly?

MR. GROCHMAL:  Yeah.  That was a fine summary.

MR. SHEPHERD:  And in fact, if the best solution for the customer is an electric heat pump with electric resistance backup, you're not going to incent them, are you?

MR. GROCHMAL:  Well again, Mr. Shepherd, at this point in time we're not offering incentives for all electric space heating solutions.

MR. SHEPHERD:  Okay.  So only if they're using gas?

MR. GROCHMAL:  Well, the qualifying -- yes, the qualifying criteria for low carbon is that you have -- you're using a gas backup.  Incentive is meant to simply replace the air conditioner with a heat pump, so the incentive is for an electric appliance.

MR. SHEPHERD:  Okay.  You are still proposing to promote gas heat pumps, even though basically everybody in this proceeding is opposed to it.  But you are still proposing it, right?

MR. GROCHMAL:  Mr. Shepherd -- unless, Mr. Fernandes, you want to lead off here?

MR. FERNANDES:  I just didn't think that that statement was true.  I mean, you said some parties are opposed to it and I don't think we've heard all parties.  So that's a different thing.  But I will hand it over to Mr. Grochmal.

MR. GROCHMAL:  I thought we heard one party that wasn't supportive of it last week during presentation day.

MR. SHEPHERD:  All right.

MR. GROCHMAL:  Mr. Shepherd, there's parties that are not a fan of it.

MR. SHEPHERD:  Okay.  But you are still proposing it, right?

MR. GROCHMAL:  We are still proposing it.

MR. SHEPHERD:  And it's not cost-effective.  You filed new numbers showing it is not cost-effective, right?

MR. GROCHMAL:  Yeah.  Based on the NPV analysis, yes, it is not cost-effective, not yet.

MR. SHEPHERD:  But you want ratepayer money to promote it, right?

MR. GROCHMAL:  That's right, alongside the other technologies.  And I think we similarly showed in other scenarios with other technologies that they're similarly not cost-effective based on the analysis.  It wasn't solely gas heat pumps.

MR. SHEPHERD:  It is true that every time you incent somebody to put in new gas equipment, you have now a customer for 20 years because that new equipment is going to last 20 years, roughly.  Right?  You're building and install base with our money, right?

MR. FERNANDES:  Mr. Shepherd, it's equally true that if a customer is going to replace an appliance and we don't incent them to put in a higher efficiency appliance, they will put in the lower efficiency and still have the appliance for approximately the same lifetime.

So that is intentionally what we're trying to do.  We have input from other parties that have explicitly stated that that is what we should try to do, and traditionally you know, not losing opportunities is something that's been important.

MR. SHEPHERD:  But in every case that we have just talked about, new construction, back up for electric heat pumps, gas heat pumps, in every case if you take gas, here's some money.  If you don't take gas, no money from us.  Right?

MR. FERNANDES:  Mr. Shepherd, I think we have been clear about our interpretation of the policy that we have.  And if you would like to argue with that policy, I think we've stated quite clearly that we've stretched about as far as we think we can in pursuit of lowering gas consumption.  That's the policy that we have.

MR. SHEPHERD:  I am not suggesting you are allowed to go after non-gas customers.  I am not suggesting that, and I'm not arguing about that.

MR. FERNANDES:  So then, Mr. Shepherd --


MR. SHEPHERD:  What I am asking you about is why do you have programs that you said -- you said you don't promote gas use, but I just listed three programs in which you provide money if customers choose gas.  Isn't that right?

MR. FERNANDES:  Mr. Shepherd, all of our programs are for gas customers.  So you are just arguing about something that I think is quite clearly counter-factual.  We're trying to intervene with customers so that they use less gas than they otherwise would have.

So if you want us to not take the opportunity when a customer is replacing a gas appliance to try and get them to do things on the building envelope or have a higher efficiency appliance, that's counter to our goals and the policy construct around this being for gas customers is something that we don't think is within the company's control.  We have clearly stated that.  I am not sure how much more we can say.

MR. SHEPHERD:  So if the Board were to say to you, look, you can have these programs, but if there is an -- a non-gas alternative, you can't incent the gas alternative with DSM money.

If the choice is between gas and non-gas in any case, you can't use DSM money to incent the gas.

MR. FERNANDES:  So, Mr. Shepherd, you're doing a hypothetical situation and I will make it very simple.

If the Board creates a new policy, not knowing anything else, we will follow it.

MR. SHEPHERD:  Okay.  My last area is the Whole Building Pay-for-performance Program, and we have included your materials at page 67 and subsequent.

You talked about this with Mr. Jarvis.  And you just talked about it a few minutes ago why you chose schools as the first -- the first sample area to do the pilot, because they have many similar buildings, because the schools are highly engaged, and because they need your help, I guess is the fair way to put it.  Is that right?

MR. GROCHMAL:  Yeah, I can speak to that, Mr. Shepherd.  I would mostly agree.  I would add a few other things.  I mean, we've got some good experience from doing pilot projects working with that segment.

Yeah, I think the comment about the characteristics of those customers, your constituents is fair.  You have decision-making over a large group of buildings, so there is good opportunity for leverage.  There is good opportunity to do some reasonable benchmarking.

Yeah, I mean those are all part of the reasons why we chose schools as our starting point for this offer.

MR. SHEPHERD:  I didn't understand it when you said they are limited in terms of capacity and capability to appropriately identify, quantify, implement and monitor results.  What does that mean?

I read that to one of my school-board people and he said, what?  So maybe you could explain.

MR. GROCHMAL:  Well, I think if you're -- I am not sure how familiar you are with the process we have been going through when we were trying to benchmark schools, but, I mean, there is a fair amount of work there to do the opportunity identification, because it involves integrating building data and consumption data and getting operations and maintenance people together.  


And I think the intent of that was just to suggest that, you know, we've seen instances where schools could use the work, the sort of the technical support, the legwork, to, you know, to get that deeply engaged in identifying and pursuing opportunities.

MR. SHEPHERD:  You are familiar with the Sustainable Schools program?

MR. GROCHMAL:  Yes.

MR. SHEPHERD:  In fact, you were involved in it, right?

MR. GROCHMAL:  We've been a supporter for many years.

MR. SHEPHERD:  Okay.  So how is this different from Sustainable Schools?  Can you just give us sort of a thumbnail description of how it is different?  Because it sounds like you're taking over an existing program, Sustainable Schools, but just piloting it now with some new -- some changes.  And maybe you can clarify what it exactly is.

MR. GROCHMAL:  If I was to say it in a thumbnail sense, I think the difference is implementation.  I mean, Sustainable Schools is really a non-incentive informational program that -- you know, maybe Mr. Jarvis will correct me on Friday, but, I mean, the work we've -- a lot of that work revolves around again the opportunity identification and producing action plans.

I think where -- what we're looking to do here, Mr. Shepherd, is really bring it kind of wall to wall or really find a way to create an effective back end so that there is follow-through with all of the opportunities that are identified from the front-end work.

So we're trying to create a -- really just an end-to-end sort of pay-for-performance experience for those customers, and certainly it incorporates elements of what would have traditionally been part of the Sustainable Schools program.

MR. SHEPHERD:  And in fact, you have a very substantial database now with the Sustainable Schools data, right, which the ministry has and will share with you, right?

MR. GROCHMAL:  Well, we have the benefit of the public sector data, yeah, that is correct.

MR. SHEPHERD:  And so what you are going to do is you are going to do a one-year baseline and then create a model that is applied for the next three years to see whether the school -- a given school that participates is able to reduce its natural gas use.  Right?

MR. GROCHMAL:  I think that is -- in terms of the general summary of how the program is going to operate, I think that is fair.  I mean, there's a baseline monitoring period in the first year of the participants' enrolment, and then there will be three subsequent pay-for-performance periods.  And we'll be -- that's correct, we're going to be monitoring performance relative to baseline performance in order to quantify the savings that will result.

MR. SHEPHERD:  And the baseline doesn't change over the three years.  You decide it once and then over the three years each year you test it against the original baseline.  Right?

MR. GROCHMAL:  Well, I imagine there's some, you know, technical nuances to that piece.  I think the ideal -- ideally you're setting a baseline against which all future performance is compared.

I imagine there may very well be anomalies you have to correct for along the way, potentially, but that's getting into the realm of performance measurement.  That's not exactly my area of expertise.

MR. SHEPHERD:  And the way it works is that whatever they save -- oh, and by the way, unlike the Sustainable Schools, this is not just behavioural and operational stuff.  This also includes adding new measures and things like that, right?

MR. GROCHMAL:  Correct.

MR. SHEPHERD:  And so that is one of the differences, but the other one is you pay an incentive which is, correct me if I'm wrong, 30 cents per cubic metre saved, and if they go over 20 percent of their baseline -- saving compared to baseline, another 20 cents per cubic metre.  Is that right?

MR. GROCHMAL:  Yeah, correct.  The 20 cents is -- you can think of it as a performance bonus on the back end, with the intent of providing an incentive to ensure measures-taking do persist, you know, in -- with I say more so an eye towards the operational and maintenance type measures which form part of that -- that opportunity for customers.

MR. SHEPHERD:  And one of the problems with operational measures is that people get all eager at the beginning and they do them for a while and then they get sloppy and they don't do them any more.  Right?

MR. GROCHMAL:  I don't know about sloppy.  I don't think I would look at it that way.  I think degradation is to some extent inevitable when you're talking about -- I mean, if I was to understand, you know, the experts in this area, I think the point of it really is to drive behavioural change to some extent, better maintenance practices, better operational practices, and that just doesn't happen over the course of one year.

MR. SHEPHERD:  Well, and of course that is one of the things that you are offering which is different from Sustainable Schools a little bit, and that is you are offering workshops, right, Charettes, to work with the school board officials to improve their practices.  Right?

MR. GROCHMAL:  Yeah.  I think there's definitely an element of that in the workshops because, again, part of what the opportunities show is that, yeah, there's maintenance and operation practices that can be improved in order to realize savings.

MR. SHEPHERD:  And this is not the first time you have done that sort of Charettes type workshops.  The Savings by Design program had that too, right?  And the reason I say that is because every time I've talked to plant management officials at school boards they always say, best thing Enbridge ever did was those Charettes and Savings by Design.  And this is a similar concept, right?

MR. GROCHMAL:  I have to think about that.  I mean, I think there is similarities.  I mean, the goal is clearly different, in the sense that we're trying to -- we're designing a Building and Savings by Design to exceed code, and we're trying to avoid those lost opportunities and we're presenting customers with options and provide them with a report, and ultimately they have to decide what they proceed with.

I guess there's some analogies to it.  I would want to think a little bit more the extent to which the analogy is true, but maybe you can give me an idea why you are asking.

MR. SHEPHERD:  Well, it sounds like the point of the workshops is knowledge transfer, just as it was in Savings by Design.

You bring together people who have a broader experience than the plant staff in the particular school board and can get them thinking about things they can do that they might not have thought of.  Right?  That is the whole point of it.

MR. GROCHMAL:  To identify opportunities and to motivate them to pursue them, yes.

MR. SHEPHERD:  Okay.  And by the way, I have no problem with this.  I love this program.  I am a little concerned that -- you're estimating that on average schools will save 25,000 cubic metres a year?  Or 25,000 over the three years?

MR. GROCHMAL:  Yes.  It is not per year, Mr. Shepherd.  I think that's the -- that would be the savings target over the course of their four-year engagement for a single school.

MR. SHEPHERD:  So that's $12,500 maximum.  Right?

MR. GROCHMAL:  Sorry, 25,000 cubic metres, and you are applying 50 cents?

MR. SHEPHERD:  Yes.

MR. GROCHMAL:  Sounds about right.

MR. SHIPLEY:  Okay.  And have you talked to schools about whether that is a sufficient incentive for the paperwork involved?  Before you answer that, the reason I ask that is because you used to have a boiler program, and the schools loved the boiler program, except they didn't apply, because there was too much paperwork.  It was $10,000 or something.  It was like a reasonable amount of money. But they didn't apply, because it was just too much of a pain in the neck.

Have you talked to schools about whether this much incentive is enough to get them excited about this?

MR. GROCHMAL:  Well, we did stakeholder -- we did do some stakeholdering on this program, as you might have noticed in the evidence.  And I think the presentation that we provided to them -- I would want to go back and look.  I believe incentive levels was floated by them.  Do you want to pull that up just to make sure?  I don't know off the top of my head.

MR. SHEPHERD:  No.  If you tell me it is in your stakeholdering material I will go take a look.  I didn't see it, but that's fine.

I have three other questions about this.

MR. GROCHMAL:  Okay.

MR. SHEPHERD:  The first is, can you go to page 77 of our materials?  Or, sorry.  78.  And the question is how are you selecting which schools you are going to put into this program?

MR. GROCHMAL:  How are we selecting schools?  Do you mean like -- okay, so I mean we're going to be approaching the school boards.  It is really consistent with the way we currently do outreach with the other programs that we offer schools, Mr. Shepherd.

This isn't the only option, you know.  That was actually some of the feedback that we got in the stakeholdering was, you know, just given the fact that this is like a multi-year commitment, you know, there is more effort involved, you know, I think it was clear to us we have to provide choice.

Our thinking at this point was that it will be an offer put out to the school boards and it will be at the discretion of the school boards to participate.  Obviously, we will encourage them and influence them to the best of our ability to bring this in because we think it is a program well tailored to them.

And then from there, if you are asking about specific buildings, I think that is where the power of benchmarking will determine which actual individual schools will be the subject of the P4P program.

MR. SHEPHERD:  So that is why I asked the question, because as you know, and as you heard from Mr. Jarvis last Thursday, there is a pile of information on which schools need this assistance, which schools have the biggest thermal issues, availability of savings.

Are you going to use that as part of your selection criteria?

MR. GROCHMAL:  I think we would use it as part of our outreach to sort of encourage our participation, because we have the data on -- again, I think the powers is in the benchmarking.  I think we can use it to our advantage to encourage participation, and we certainly will.  And we have the data from these reports to be able to show school boards, for example, which ones, you know -- especially if one is at the bottom of the list, we can say like look, you guys stand to benefit the most compared to others, let us help you.

MR. SHEPHERD:  The whole point of Sustainable Schools is to get the school boards competing against each other, right?

MR. GROCHMAL:  Well, I think that is an aspect of it as I understand from Enerlife, absolutely.  I think promoting friendly competition because the recognition is important or it is valued, and I think that is certainly an element of what makes it a successful program.

MR. SHEPHERD:  So you are going to operate your whole building pay-for-performance program in parallel with Sustainable Schools, right?

MR. GROCHMAL:  Well, that's a good question.  That is on the assumption that as sustainable schools they will continue to operate that program.  Yes, I suppose that stands to reason.

MR. SHEPHERD:  So then my last questions are -- first, you have a third party delivery agent.  Who is that?

MR. GROCHMAL:  No delivery agents been determined yet. Until this program is approved, we won't get into the process of procuring a delivery agent for this program.

MR. SHEPHERD:  So you will have like a RFP or something?

MR. GROCHMAL:  Yeah.  I imagine that is the path we will head down.  That is our policy.

MR. SHEPHERD:  And how does this interact with Green Button, if at all?

MR. GROCHMAL:  That's a good question.  I will admit I don't think we have gotten that far down the path of design, especially given -- I don't know is kind of the quick answer, Mr. Shepherd.

I think it is a good question, whether that is something we can leverage.  But I would have to take that back and put it to my team.

MR. SHEPHERD:  There is people at the ministry actively engaged in green buttons for schools, right?  Ministry of Energy -- sorry, not Energy -- sorry, Ministry of Education, not energy.

MR. GROCHMAL:  Okay, I will take you on that, sorry, yes.

MR. SHEPHERD:  And so that leads to the final question which is, Sustainable Schools is electricity and gas.  Your program is just gas.  Right?

MR. GROCHMAL:  It is a gas program and we have stated in numerous places in the evidence that we think this would be an ideal program for collaborative delivery.

So we would like to pursue collaborative delivery with the IESO, assuming we can get this program approved to get off the ground.

MR. SHEPHERD:  Have you talked to them?

MR. GROCHMAL:  We have had preliminary discussions with the IESO about collaborative delivery of an energy performance program, yes.

MR. SHEPHERD:  And the plan is, if this works -- you're going to use this to fine-tune how you do whole building pay-for-performance, and then take a look at what's the next area that we can roll this out, whether it is hospitals or office buildings, or MURBs, or whatever, right?
That's the plan?

MR. GROCHMAL:  Yes, that is fair, yes.  We think this is an area where we can have the maximum chance of success to get this off the ground in a cost effective way.  We expect we're going to learn a lot early on, like anything when it is new.

And then at some point, yes.  We would like to be able to take the formula, so to speak, and apply it to other segments.

MR. SHEPHERD:  Can we expect that that sort of expansion beyond the pilot will happen maybe at the mid-term review?  Or is that too soon?

MR. GROCHMAL:  Well, go ahead, Mr. Fernandes.

MR. FERNANDES:  I think previously that was something that was suggested by another party and, you know, I think we just need to be far enough along, Mr. Shepherd.  It is something that clearly Mr. Grochmal is suggesting that once we've got a proving ground for one, I think he's really trying to say ideally you cookie-cutter this to other areas where you have kind of common building archetypes that are similar in their function, so you can do that benchmarking and targeting.



But that would be the intention, that over time this would be an expanding part of the portfolio.

MR. SHEPHERD:  Now, a number of school boards have plans to mandate net zero buildings for, first of all, their new buildings then eventually all of their existing buildings.  How does this interact with that, If at all?

MR. GROCHMAL:  Well, it's a good question.  I think I might -- by net zero, I take it net zero emissions, energy reduction, fuel-switching all of those things, is that what you mean, Mr. Shepherd?

MR. SHEPHERD:  Some school boards are saying they won't build anything that uses fossil fuels, period.  Anything new, no fossil.

MR. GROCHMAL:  What about existing schools?

MR. SHEPHERD:  Then they have retrofit programs to see if they can get as many of them as possible off fossil.

MR. FERNANDES:  I think this is complimentary to those goals, Mr. Shepherd, because it can help them, you know, do the continuous improvement without the major investments on the ones that are the worst performing, and allows them some headroom to focus on where they're going to make those other investments.  Clearly, that is going to take them some period of time, right.

MR. SHEPHERD:  So this is like a trend.  It helps them with the transition, if you like?

MR. GROCHMAL:  Yeah, I would say there's enough flexibility there to support the transition.  I might just add that I think you asked an interrogatory question on fuel switching, and I believe we named this program as one that would be supportive of it.  I mean, it is also a goal-based program, right?  I mean we say 25, what did we come up with, 25 percent -- or 20 percent rather.  But I think the fact that it is a goal-based program pursuing you know, average -- average annual reductions on the meter, I think that is all supportive of kind of where schools and others might want to go with their transition plans.

MR. SHEPHERD:  Thank you very much.  I appreciate your answers.  And, Commissioners, I hereby give you back ten minutes.

MR. JANIGAN:  Thank you very much, Mr. Shepherd.  I think that will conclude matters for today, and we will see you tomorrow at 9:30.
--- Whereupon proceedings adjourned at 4:35 p.m.
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