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Thursday, March 31, 2022
--- On commencing at 9:33 a.m.

MR. JANIGAN:  Good morning, everyone.  We will resume this morning with the cross-examination of Enbridge panel 2 with Mr. Murray of OEB Staff.

Are there any -- first of all, before Mr. Murray, are there any preliminary matters?  Seeing none, you may proceed, Mr. Murray.
ENBRIDGE GAS INC. - PANEL 2, resumed
Craig Fernandes,
Daniel Johnson,
Tom Grochmal,
Alison Moore; Previously Affirmed.
Cross-Examination by Mr. Murray:

MR. MURRAY:  Thank you very much, Commissioner Janigan.

Before we get started, perhaps we can have the OEB's compendium marked as Exhibit K4.1, and this is the revised compendium that was filed on March 29th, just for the record. 
EXHIBIT NO. K4.1:  OEB REVISED COMPENDIUM FOR PANEL 2.

MR. MURRAY:  Good morning very much, panel 2.  I would like to begin our discussion here this morning with some questions related to the proposed partnership with National Resources Canada.

Now, as I understand it, the negotiations are still ongoing, and at the end of February you filed an update with the Board.  I just want to check, has there been any updates or changes to the negotiations or any progress since that time?

MR. FERNANDES:  No, there's not.

MR. MURRAY:  And do you have any insight as to when the negotiations with Natural Resources Canada are likely to be concluded?

MR. FERNANDES:  We -- I am hypothesizing, because it does require two separate entities to come to an agreement, but the best I can say is that we fully expect to have an agreement within 2022, and our intention is to try and implement in 2022.  But the exact timing of that, I can't tell you anything that's definitive.

MR. MURRAY:  And you indicated that when it's finalized you intend to report to the Board on it; is that right?

MR. FERNANDES:  Yes.  I think in Presentation Day the way I described it is we don't actually expect it to necessitate a proposed change in the structure of the scorecard or the metrics that we would have, but we definitely need to take a look at whether the target that we have needs some level of adjustment.  That's based on finalizing the Attribution Agreement and how that would flow through into any kind of an updated forecast.

So we fully expect, especially given the size of it, to at a minimum inform the Board.  If there is something that we think changes with respect to our proposed target, we would obviously have to advise that as well.

MR. MURRAY:  And assuming a decision in this matter is sort of tentatively scheduled for late summer or early fall, is it possible that these negotiations could be completed before then?

MR. FERNANDES:  I think so and would hope so.

MR. MURRAY:  Okay.  Thank you.  If we could pull up the compendium now, the revised compendium.  If we could turn to page 10 of that document.  Page 10 on the bottom number 10, not the PDF.

Excellent.  Perhaps we could scroll up a little bit towards the top just so we can see the title.  Excellent.  If we could stop there.

Now, this document shows the current eligibility requirements for your Whole Home program; is that correct?

MS. MOORE:  That's correct.

MR. MURRAY:  And it is titled -- the document is titled "Home Efficiency Rebate Terms and Conditions", correct?

MS. MOORE:  That's correct.

MR. MURRAY:  And I would like to focus on the highlighted portion at the start of paragraph 2, which reads:

"Participants must reside in the Enbridge franchise service area and must use a natural-gas furnace or boiler as their primary source of space heating at the time of the Initial and Final Audits."

Now, can you confirm that under the current Whole Home program as it is operating, residential customers must continue to use natural gas as their primary source of space heating after the audit in order to qualify?

MS. MOORE:  That's correct.

MR. MURRAY:  And that won't change if the 2023 to 2027 plan is approved as filed?

MS. MOORE:  That would be correct.  However, the company's intention would be to coordinate programming with the federal government's Greener Home Grant program.

So depending on the nature of that collaboration, obviously if we're in a joint collaboration and they're offering rebates for, you know, air-source heat pumps and offering measures for non-Enbridge customers, that would be the case in that collaborative program.

However, we would have to consider, you know, Enbridge's funding in that collaboration.  So that overall, overarching program would have -- I would expect to have different rules than the specific Enbridge program as filed.

MR. MURRAY:  And so you sort of went to my next question, which was whether or not you anticipate any changes based upon the proposed partnership with Natural Resources Canada.  Can you be a bit more specific in terms of, have there been any discussions with Natural Resources Canada as to how these will change, and if so, how?

MR. FERNANDES:  So I think we can say that when you look at the Greener Homes Program as it's been announced, which is a Canada-wide program, it's for all Canadians.  So when it gets into the jurisdiction, the basis of our negotiations has been to have a single program facing the market.  So that would necessitate having all -- all Ontarians and all fuel types covered.

The question would be, is how does the funding attribution go.  So I think our basis would be -- is that in order for us to fund -- you know, it would have to be a customer within our franchise area, but, you know, we haven't completed all of this, but we're still following the policy framework that we have.

We're looking to make sure that both sources of funding come together to the benefit of Ontarians, and that was the kind of principle that we were asked to by the Ministry of Energy when they sent the letter to NRCan.

Is that helpful, Mr. Murray?

MR. MURRAY:  That is helpful.  Thank you very much.  Now, I just would like to move back.  I forgot to ask one question about how the program currently runs, not how it could run with Natural Resources Canada.

Currently when residential customers participate in this program, are they required to sign any sort of forms or make any sort of commitments to maintain natural gas usage after the kind of upgrades are complete?

MS. MOORE:  So at the time of enrolment, they would sign a participant agreement that would outline our terms and conditions.  However, the -- and the energy auditor would explain to them the rules of the program offering.

If, at the time of the post-retrofit energy assessment, the homeowner has converted their primary heating source to an alternate fuel, then they would not be eligible for rebates under the Enbridge Gas program.

So by way of example, if a participant came in and had enrolled in the Enbridge offer and had determined, after their post-retrofit energy assessment, that they were converting their primary heating source through -- through, say, participation in the Greener Home grant to access a rebate for a cold-climate air-source heat pump, they would not be eligible to be claimed for the Enbridge Gas program.

MR. MURRAY:  But could they switch it -- is that a requirement that they kind of keep it for a certain period of time?

MS. MOORE:  And just to clarify, you're referring to following the post-retrofit assessment?

MR. MURRAY:  Yes.  Like, after sort of the measures have been done, there is the final audit, is there any requirement that they stay on natural gas for a certain period of time?

MS. MOORE:  No, there is not.

MR. MURRAY:  So I understand that there's -- you said there was participation agreement that they're required to sign with terms and conditions.  Is that on the record in this proceeding?

MS. MOORE:  I don't believe it is.

MR. MURRAY:  Would it be possible to file that as an undertaking?

MS. MOORE:  Yes, we could.

MR. MURRAY:  That will be Undertaking J4.1. 
UNDERTAKING NO. J4.1:  TO FILE THE PARTICIPATION AGREEMENT.

MR. MURRAY:  Okay.  If we can next move to page 12, so two pages further on in the compendium.  Now, this is page 12.  Page 11 and page 12 of the compendium, what it does is it sets out a number of frequently asked questions relating to the home efficiency program.

So if you want to scroll between the pages.  I would like to focus in particular on the question highlighted on page 12, which reads:

"Can I participate in both the home efficiency rebate and the Canada Greener Homes Grant?"

Do you see that question?

MS. MOORE:  I do.

MR. MURRAY:  And the answer is a number of lines.  But as I take it from the answer, Enbridge indicates a customer can't receive duplicate rebates for the same efficiency measures in both programs currently.  Is that the case?

MS. MOORE:  That's correct.

MR. MURRAY:  So if a customer wanted to upgrade their basement insulation currently, they couldn't take the incentive provided in your program as well as the one provided in the Canada Greener Homes grant, correct?

MS. MOORE:  That is correct.  When a homeowner is determining which offer they will participate in to receive their rebates, they're making a determination.  Are they applying for this rebate under the Canada Greener Home grant, or are they applying for this rebate under the Enbridge Gas program.

And where they are participating in the Enbridge Gas program, they must meet our program offering requirements which require a minimum of two measures to be submitted for rebates under the Enbridge Gas program, three measures in the case of a furnace being one of the upgrades.

MR. MURRAY:  And would it be fair to say that largely the incentives available under the Canada Greener Homes grant program are generally higher or more lucrative than  those that are offered by Enbridge? Is that fair generalization?

MS. MOORE:  That would be generally fair for the building envelope upgrades.

So the insulation upgrades, the air sealing upgrade, the windows and door upgrades, yes, it would be correct to say in general.

There's specific variation between the individual categories, but in general they are more lucrative.

MR. MURRAY:  And some of the incentives that are actually higher under the Enbridge program, a lot of those are related to gas-fired equipment.  Would that be fair?

MS. MOORE:  That would be fair.  So the Enbridge Gas program offers rebates for furnace, boiler, water heater, where the Greener Home Grant offer does not.  There is some specific criteria for off-grid communities around -- around fuel-heated equipment, but in general.

MR. MURRAY:  If we could --


MR. FERNANDES:  Mr. Murray, the one thing that I think is actually quite important to note is that the programs are structured a little bit differently.  So if you just compare individual rebate to rebate, I think Ms. Moore covered that generally NRCan is richer for a customer.

But because we're trying to incent multiple measures, there is also additional rebates, if you reach certain levels of measures.

So it's not quite as simple as it may be described.  So we're -- we are trying to get customers to do multiple measures in the inherent structure that we have today, and that is not necessarily true with the Greener Homes grant.  Is that fair to say, Ms. Moore?

MS. MOORE:  That's a fair statement.  So one of the challenges when you have two program offerings in market that are similar, but not the same, is that when a homeowner is deciding which program offer best meets their needs, they have to work through those details and it's obviously not necessarily ideal from a homeowner perspective.

MR. FERNANDES:  And then I wanted to add just -- sorry, Mr. Murray -- from the backdrop for the policy background on that.

Generally, when we're in discussions and it goes beyond NRCan Greener Homes grant program, there's generally a policy principle that they want to have assurance that if customers are stacking rebates from various different programs -- which is what I think the question was alluding to -- there's a general principle that they don't want to have rebating more than the incremental cost.

So although you're pulling up and looking at the Enbridge side of things with what our eligibility requirements are between the two programs, the converse is true as well.  This is something that NRCan would want.  They want to make sure that -- that it's being fair so to speak and not over incenting a particular measure.

And then I think Ms. Moore was going to the fact that this entire item that we're talking about, where it is now forcing customers to pick between one program or another which have varying and overlapping rules, isn't good for the market.

It actually is counterproductive because it can lead to indecision and delay, which is exactly what we don't want.  We want to try to pull forward and get as much efficiency as possible, both the federal program and ourselves.

MR. MURRAY:  And would it be fair to say that if someone was looking for, let's say, mostly envelope measures increased insulation and the like, that generally it wouldn't be surprising if they would opt for, currently, the Canadian or the federal government program because it would provide higher incentives at this point.

MS. MOORE:  It depends on a number of factors.  So I would first say that there are different eligibility rules.

So for example, if a home isn't the primary residence of the owner, it is not eligible for the Canada Greener Home grant, whereas it would be under the Enbridge program.

The specific decisions of the potential participant would be based on a number of factors.  The rebates would be one of them.

So the potential participants would look to see which rebates would provide a higher incentive, and that would be supported as well by the registered energy advisor, in terms of explaining the rebates, inclusive of the bonus rebates available through the Enbridge offer which, Mr. Fernandes alluded to.

I would say there is a number of other factors, though, aside from just the rebate level that do have an influence on the homeowner's decision.

There are very different processes, in terms of how a participant proceeds through the two offers, the Enbridge Gas offer and the Greener Home grant offer of the federal government.

There is a simpler process, in terms of the Enbridge offer.  It is streamlined in terms of the number of steps that a homeowner has to undertake in relation to the federal offer, and the final submission steps are completed by the registered energy advisor as opposed to the homeowner.

Referrals from friends and family have been a material source of how participants have noted that they have learned of our offer, and I know participants value a simple process.

Another key consideration for homeowners has been timing of the rebate payment.  So we know that timing of rebate payment has a material effect on homeowner satisfaction and kind of an overall halo for how they feel about their participation with the program and how they note their satisfaction.

And in the Enbridge offer, we are paying the rebate Approximately, you know, on average a month after final submission by the registered energy advisor, and that does have an impact in terms of certainty and knowledge of timely rebate payment for a participant's decision making process as well.

So it is all to say there are a number of factors that would influence a potential participant's decision around which offer they were going to proceed with.

MR. MURRAY:  Ultimately at the end of the day, we do agree the primary -- or if not the primary, one of the most important factors would be the amount of the rebate in the end?

MS. MOORE:  The rebate is definitely an important factor and I would say that when balancing these factors, a homeowner in part would be considering the materiality of the difference of the rebate with some of the other factors that I talked about.

MR. MURRAY:  I would like to move on now.  If we can pull up page 13 of the compendium, this is the third -- this is one of the pages of sort of the Enbridge/NRCan update that was filed at the end of February.

Am I right that this is one of the pages that sort of summarized where things were at?

MR. FERNANDES:  That's correct.

MR. MURRAY:  And I would like to focus on the first bullet that is highlighted there, which reads: 
"Single program with rebates aligned with the level of the Canada Greener Homes grant".

Did I read that correctly?

MR. FERNANDES:  You did.

MR. MURRAY:  And so I gather from this that largely under this joint program or this joint delivery, there will be one single rebate available to customers, to all customers, that will generally align with the level of the Canada Greener Homes Grant incentive right now.  Is that correct?

MR. FERNANDES:  So I think the way I would portray it is, we're not finished the negotiations.  So we have to put a big caveat around anything that we're saying.

However, we're negotiating with another partner, and they've announced a program nation-wide for a period that goes out to 2027.  So they have a, you know, I would call it a high sensitivity to not having their constituents perceived to have something taken away from them, which has already been announced.  So it does put some, you know, broad parameters around where our rebate levels need to be.

I think Ms. Moore noted, though, that they are targeting a subset of owner-occupied homes, and we believe it should be broader.

So we've got our own aspects as well that we want to serve all customers, and owner occupancy is not -- it's something that we have a restriction on today.  So we're trying to bring together the best of both worlds.  I can't say for certain, because we're not complete, that we would always have the same or higher rebate levels for any particular instance, because it is actually quite complicated, but that is what we're trying to do, and that is what we would have to hope to get as close as possible to within the bounds that we can, and then, you know, if we're able to have areas where it makes sense where we can provide higher incentives than even that in order to achieve the policy goals, we would agree to that, I think, on both sides, if that is possible, and then bringing the funding, offering a single face to the market.  We're hoping that we can also take that and extend it to a larger quantity of participants by working together.

Does that help?

MR. MURRAY:  That helps.  I guess I have a bit more of specific questions.  Will stacking be allowed under this partnership?

MS. MOORE:  Well, perhaps if I can add.  In terms of this principle, we're looking for rebates not to go down from the Greener Home Grant level.  So at a minimum they would be aligned with the Greener Home Grant, and they would be aligned with, for example, the categories of how the rebates are structured with the Greener Homes Grant, so there are some differences in terms of, for example, specific levels of R value insulation between the two program offerings.  

When we're talking about rebates aligned with the Greener Homes Grant, that's the other piece here that I would add, in terms of the structure of the offering would be aligned with the Greener Home Grant.

In terms of would stacking be allowed, as I had discussed with Mr. Poch, there will be many considerations in terms of how the rebates are established.  So it is not that rebates are precluded from being higher than the level that is in the Greener Home Grant, but we'll have to work through many considerations here with the federal government as we work towards an agreement.

MR. MURRAY:  So the --


MR. FERNANDES:  Mr. Murray, just to be clear, there is two different issues.  One is how we're operating today, because both offerings are in the market, but to be clear, when we're talking about rebate-stacking, the basis of the agreement is to have one program.  It will be jointly funded.

So the concept of rebate-stacking doesn't even make sense in that context.  So that is where we're trying to get to, is a single program for Ontario that's jointly funded.

MR. MURRAY:  But you agree there is nothing -- you're not aware of anything in NRCan's current program or in their discussions with you that somehow preclude a higher rebate level than is currently offered by them in their program?

MR. FERNANDES:  No.  I don't think -- I wouldn't say that.  It is the complication of making sure -- bringing the programs together as, you know, as I am saying, jointly funded.

I think Ms. Moore would be able to describe it in better detail.  We want to reach as many as possible, and we want to make sure that if you bring the funding together, that, given the type of forecasts that you have in the attribution, that both parties would be able to actually meet the commitments to those customers at the end.  They have to have enough budget.

So if we want to talk about higher rebate levels, it clearly has an impact on budget.  So it is more that principle that we're not quite at the point where we fully understand what the forecast would look like, and we certainly -- there's been no discussion about not wanting to go with that principle.

It is about bringing the best of both worlds and more if we can bring our funding together.  The question is, is it going to be higher rebate levels per participant or reaching more participants or some combination thereof?  We're hoping that it's going to be the combination.

MR. MURRAY:  So I gather it is to be determined.

One final question in this area.  Are you aware if any other jurisdictions, any other provinces, currently allow stacking of NRCan rebates with other kind of provincial or municipal or utility-driven efficiency measure programs?

MR. FERNANDES:  I do believe -- and we're not experts in the other jurisdictions -- that they do allow stacking.  But again, generally, they have a principle that if there is government funding from more than one source, they don't want to have the incentives be higher than the incremental cost or sometimes, you know, a percentage of the incremental costs.  They could put a cap, such as 80 percent, as an illustrative example only.

And the issue that we have heard from our -- you know, some industry peers is that actually puts more administrative burden on things, because it is hard to track.

So, you know, where we have our basis is to bring the funding together, get a single face to the market, because we think that will actually be most beneficial for both parties to meet our policy goals that largely overlap, but they're not identical.

MR. MURRAY:  So shifting a little bit, assuming the Natural Resources Canada partnership is finalized, will there be circumstances where Enbridge is simply acting as a program delivery agent for Natural Resources Canada, in terms of the rebates they offer?

MR. FERNANDES:  Oh, absolutely.  So that's the premise of the other highlight where, you know, Enbridge is already in market.  One of the items that NRCan -- it is still a relatively new program, and hopefully I won't get myself in trouble, but they're trying to deliver it in multiple different jurisdictions.

We've already got the infrastructure here.  They recognize that.  It is a strong preference on their part to work with us from that perspective.

So we are expecting, and that's the basis of our negotiation, is that we will deliver it across Ontario as the program administrator.  There will be areas outside of our franchise area, and, you know, we're operating under the basis that that's a -- a single program will be cheaper to administrate.

So we're going to have an agreement on what the costs would look like, and NRCan will pay for the costs of running that, including the rebates that go to non-Enbridge customers, and that would be part of what we have to agree to, in terms of how the funding comes together, and some of the examples could be, it could be to gas customers as well. For example, they have photovoltaic systems is one of the items which they -- and we clearly wouldn't be funding that.  Or they have climate-change mitigation measures.  So that would kind of fall outside of the scope.

So whether that is going to an Enbridge customer or a non-Enbridge customer, we would have to, you know, ensure that that's recovered through the federal funding rather than through the DSM funding, and this is one of the reasons why it is actually a fairly complicated agreement.

MR. MURRAY:  So I heard that a single program would be easier.  Will you agree that Enbridge's administration costs are likely to decrease, assuming you are able to get Natural Resources Canada to pay for a portion of those administrative costs?

MR. FERNANDES:  We do expect that.  I think we have said that previously, earlier this week.  And the only thing I noted is that we are already a large-scale program so, you know, economies of scale are not all that material at this point.  But it's certainly not zero is my expectation.

MR. MURRAY:  And going back to the situation where Enbridge would act as a delivery agent where you are delivering programs that you are not currently offering,  can you confirm that in those case where you are not delivering any Enbridge specific programs -- for example was it the cold climate heat pumps that Enbridge won't be claiming any of those savings as part of its DSM plan?

MR. FERNANDES:  Yes.  We fully expect to have an Attribution Agreement that would define all of that.  But if we're not funding it, it's hard to understand how Enbridge would be able to claim that.

We haven't finalized an Attribution Agreement, but I don't expect that to be the case, like --


MR. MURRAY:  I sort of see there's two things.  There is one thing with if the Attribution Agreement -- if the agreement with NRCan, and then there's sort of the other thing which is the DSM plan that you filed with the Board.

Are you going to be sort of trying to claim savings related to programs that you don't currently fund?

MR. FERNANDES:  The Attribution Agreement -- the framework that we have today and the one that is proposed here basically states that we need to have an Attribution Agreement, and the funding that we have would have certain results attributed to it, and we do expect that we would file that with the OEB.

MR. MURRAY:  So is it possible then that you would claim sort of certain savings as a result of, for example, the all electric heat pumps that is not currently part of your program, that you would actually claim those as part of whether or not you might your DSM incentive targets?

MR. FERNANDES:  So, Mr. Murray, the only thing I can say is we don't actually have the Attribution Agreement, but I don't see how we would ever get NRCan to agree that we're going to claim what they've funded, and we didn't.

So I find the basis of that to be exceedingly unlikely, but I don't want to be absolute.  We don't have an agreement, so...


MS. MOORE:  It might be helpful if I -- we don't have an agreement here, but it might be helpful to refer to the approach that Enbridge took with the provincial government when we had a partnership with them for the same offering that ran from 2016 to 2019.

So in that partnership, there were initiatives, one of which would be a behavioural offering that we ran to customers that had gas savings, that was funded by the provincial government and the savings were claimed by the provincial government.

So similarly there was -- the program offering, you know, at that time was run to non-customers as well as customers, and non-customers were funded by the provincial government and all savings were attributed to the provincial government.

So in terms of these Attribution Agreements, while it hasn't been established for this offering, I would expect that it would be set up in a manner that ensured that the savings and spend are following a logical thoughtful process.

MR. MURRAY:  Thank you.  I would like to move on.  So I think you have sort of already answered this, but just to narrow it down.  As part of this proposed partnership with Natural Resources Canada, Enbridge would be responsible for contemplated delivery of electric earth energy heat pumps, air source heat pumps, and cold climate heat pumps, correct?

MR. FERNANDES:  Enbridge would be the program administrator for single program that we expect to span all measures currently provided by NRCan, plus Enbridge.

MR. MURRAY:  And those three heat pumps I just mentioned -- which I won't mention again because it is a mouthful -- you would agree they're currently offered under the Greener Homes Grant program, they're covered under the Greener Homes Grant program of the federal government?

MS. MOORE:  Yes, they are.

MR. MURRAY:  And do you have any familiarity with how enrolment is going with the Greener Homes Grant program?

MR. FERNANDES:  I don't think we can speak to their enrolment beyond what they've stated publicly.

MR. MURRAY:  So I realize, I appreciate it is not on the record.  But if I was to tell you that according to the Natural Resources Canada website, they have received approximately 182,000 applications as of January 24, 2022,  would that sound about right to you?

MR. FERNANDES:  I mean, if they're reporting that on their website, Mr. Murray, I don't think we have any reason to doubt it.

MR. MURRAY:  And I think we can confirm, but the Greener Homes Grant program, that was launched in approximately May 2021?

MS. MOORE:  Yes.  It was launched May 27th, 2021.

MR. MURRAY:  So since May 2021, so in less than a year, they have received 182,000 applications Canada-wide.

MS. MOORE:  I do think it is important to recognize that my understanding of their definition of an application is a homeowner registering on their portal.

So it is not necessarily a completed participant who has proceeded through the offer.  That's not to say that it's not, you know, an important metric of how interest has been generated by the federal program.

But I do think it is important to recognize my understanding of their definition of an application.

MR. MURRAY:  Okay.

MR. FERNANDES:  And they previously announced that, Mr. Murray, that they didn't have the program details, so they did allow retroactive application back to December 1st prior.  So it is actually a much longer period of time.

MR. MURRAY:  It's about fifteen months -- I guess it would be only be fourteen months, because it's as of January.

MS. MOORE:  Actually, the pre-assessment can be funded by the government if it's -- I am just trying to recall.  Sorry.  The pre-application can be funded by the government if it was completed on or after --


MR. FERNANDES:  Is it December 1st?

MS. MOORE:  December 1st, yes.  But if the homeowner completed a home assessment between April 1st and November 30th, they can use their assessment for this program offering as well.  They just wouldn't be reimbursed for the assessment itself.

So the federal government's program has a retroactive component.  So it's not just the May 27th date that the clock starts, if you will, in terms of -- in terms of when a homeowner could have, you know, started the process and started their assessment.  That was the date that the details were released.

MR. MURRAY:  When you talk about April, you're talking about April 2021, right?  Not April 2020.

MS. MOORE:  April 1st, 2020.

MR. MURRAY:  Okay.

MS. MOORE:  So if a homeowner started a pre-assessment between April 1st, 2020, and November 30th, 2020, they can use that their assessment for the program.  They just wouldn't be reimbursed for the assessment itself -- eligible for a rebate, if you will, for the assessment itself.

It was beginning in December that they could have started their assessment and been eligible for reimbursement for the assessment itself.

MR. MURRAY:  Would it be fair to say that even over that April 2020 period to this period, that at least in terms of the number of registered in Ontario, it looks like more people would have registered for the federal program than have participated in the Enbridge program.  Would that be fair?

MS. MOORE:  I think it is difficult to compare, in my view, registrations with participation on an apples-to-apples basis.

MR. MURRAY:  But if we were to compare registration to participation, they have had more registration in their program than you've had participation over that period?

MR. FERNANDES:  Mr. Murray, I think you are comparing a registration to start a process to a separate and distinct program that is comparing to completions of the program, and they're not the same.

MR. MURRAY:  Perhaps I will rephrase the question or just move on.  You would agree with me there's been a lot of interest, I guess Canada wide including in Ontario, about the federal program?

MR. FERNANDES:  Yes.  I think one of the things to take into account there is that there is usually, when a new program is announced, whatever you would call a pent-up demand and things -- like some of the measures, they haven't been offered in Ontario by any funding party in some time.  So you can't expect that that may influence consumers to do those initially and kind of meet that pent-up demand.

So I think, you know, you are also comparing an offering that's been consistently in the market for over a decade to one that was just recently announced.  So, you know, there are substantial differences in that, but, you know, if we're going to actually compare, I think we would want to compare on a like-for-like basis, which is completed applications to completed.

MR. MURRAY:  But you agree with me there has been interest, there's been a lot of interest in it, the program, the federal grant program.

MR. FERNANDES:  I think that is fair.  I mean, they've stated that they've got a number of applications.  I think that speaks to interest, so I don't think we have anything to say that would call that into question.

MR. MURRAY:  And you agree with me they have been able to do that despite the fact they haven't been offered incentives on furnaces or other gas-fired equipment.

MR. FERNANDES:  I am not sure that has a lot of relevance to their program.

MR. MURRAY:  Well, what I understood from the discussions over the past few days is one of the reasons why you are continuing to offer the gas furnace is because that is sort of a way to get in the home, a way to get people to apply, a way to for people to do other measures, but here is another program where there isn't the furnace option.  There is no option to get a furnace rebate, but yet the program still seems to be attracting a number of applicants who are registering.

MR. FERNANDES:  Because it's available to participants that don't have any current offerings is, I think, you know, one of those answers, and it has a large number of measures that have had no offerings for quite some time, and again, we're comparing applicants who haven't completed a process to completions in another program that's been running for quite some time.  You know, there needs to be some consideration of that as well.

MR. MURRAY:  I would like to switch now topics and talk to you a little about integration with the -- I always go by the acronym, so I'll try and say it out, the Independent Electricity System Operator.  If we could have Exhibit K1.1 pulled up on the screen.

And this is a document that -- and do you recognize this document, Mr. Fernandes?

MR. FERNANDES:  I do.

MR. MURRAY:  This is a table that you filed on the first day of the oral hearing which shows areas where Enbridge is working with the IESO on collaboration and coordination.  Is that right?

MR. FERNANDES:  That's correct.

MR. MURRAY:  And the list you provided appears to summarize all of the programs where Enbridge and the IESO is collaborating in some capacity.  Is that right?

MR. FERNANDES:  That's correct.

MR. MURRAY:  Now, if you look at the row titled "retrofit program under the IESO", this row is for business customers, correct?  It is for commercial spaces and institutional buildings, agricultural facilities; is that right?

MR. FERNANDES:  I think I would put that over to Mr. Grochmal.  It is more -- he is more familiar with the programming.

MR. GROCHMAL:  Mr. Murray, I can speak to that.  That's my understanding of the retrofit program.

MR. MURRAY:  And if I understand correctly, there seems to be three areas where there is some sort of either coordination or discussion of coordinations.

So the first is coordinated delivery on DCKV direct-install program offering.  And I think DCKV stands for demand-controlled kitchen ventilation.  That's one area where you are currently coordinating with the IESO, correct?

MR. GROCHMAL:  That's correct.  And you stated the acronym correctly.

MR. MURRAY:  And the second one is coordinated delivery on midstream program offering.  So this is another area where the IESO and Enbridge are coordinating.

MR. GROCHMAL:  That's correct.

MR. MURRAY:  And the last is mutual interest to collaborate on energy performance program.  So I gather by mutual interest it is something where you are in discussions but you aren't currently collaborating or coordinating with the IESO.

MR. GROCHMAL:  Yes.  The way I would put it, Mr. Murray, is that, just actually not capable of doing it yet, because we have a proposal for a program, energy performance program, that we put forward that structurally, I would say, mirrors the IESO's energy performance program, and pending approval from the Ontario Energy Board we think it has great opportunities for coordinated delivery.

MR. MURRAY:  So assuming you get approval from the Board on the program, the Enbridge program, and this is an area where you intend to sort of -- you may have a few discussions, but it is an area where you intend to collaborate and coordinate going forward.  Is that fair?

MR. GROCHMAL:  I think it is fair to say it is a mutual priority between us and the IESO to explore, yes.  So once we know what the approval looks like, then we can get into detailed discussions about specifically how we could coordinate delivery or other aspects of this.

MR. MURRAY:  And in terms of this row, what I don't see is I don't -- it doesn't appear to address all of the areas of Enbridge's proposed prescriptive commercial or industrial programs; is that right?  It doesn't address all of the proposed prescriptive commercial industrial programs?

MR. GROCHMAL:  That's correct.  I mean, the retrofit program has -- you know, my latest understanding is it is tilting more towards prescriptive offerings, but it would have custom and prescriptive tracks, and you are correct in saying that we don't coordinate delivery on that presently.

MR. MURRAY:  And is it also fair to say that presently the IESO and Enbridge don't coordinate delivery on any of Enbridge's proposed custom commercial or custom industrial programs.  Is that correct?

MR. GROCHMAL:  Well, I would say they're somewhat parallel programs, in terms of each having custom and prescriptive tracks that they offer their customers.

I mean, there's, you know, coordination to the extent that they are -- you know, I wouldn't call it formal in the sense that you have agreements in place.  I mean, there is common target customers and so, you know, there's lead-sharing, there is relationships that exist across the two groups, but not in the sense of there being any formal agreement, Mr. Murray.

MR. MURRAY:  And you would agree that custom commercial and custom industrial programs allow the customers to undertake a wide variety of efficiency improvements depending on their specific needs?

MR. GROCHMAL:  That's why we call them custom programs.  They're pretty flexible for customers.

MR. MURRAY:  And you would agree that custom commercial and custom industrial programs, they're a big driver.  They're a really big part of your DSM plan in terms of targets, correct?

MR. GROCHMAL:  Yeah, I would agree they're an important part of how we drive our savings.

MR. MURRAY:  And so I guess what I would ask is why isn't there any sort of formal coordination or cooperation with these programs?  It would strike me that these are an area where it could really benefit from the customer knowing kind of both sides of things and what from a fuel-agnostic perspective is the best approach going forward.

MR. GROCHMAL:  There is a few reasons for that.  I will try and keep it short here.  I mean, the IESO is -- my understanding and -- my latest understanding is that their retrofit program is tilting more towards prescriptive measures, similar to the way we deliver prescriptive measures.  It is through trade allies and business partners.

Now, as I discussed with, I think it was with Ms. Seers earlier this week, I mean, our intent is to really drive more of those simpler measures through offerings such as direct-install, and I think it was within that context that we stated very clearly that collaboration -- it's another priority area of collaboration, because it is one where, given the expense of the program, you know, the program may very well benefit from cost reduction through collaboration and of course from the simplicity of access for hard-to-reach customers would have that benefit as well.

So maybe I will just pause there and just ask if that kind of helps explain?

MR. MURRAY:  Perhaps I missed it, but I guess I'm still struggling with why it wouldn't be beneficial to coordinate or collaborate on these custom projects, because ultimately it would give -- I think we have heard this with respect to NRCan.  It is always easiest for the customer where they sort of have a one-stop shop or one window for everything.  And it strikes me that on these projects, which are big projects and significant drivers of savings, it doesn't seem to be happening.  So I am just still struggling as to why.

MR. GROCHMAL:  Well, yeah.  Okay.  I mean, the programs are evolving.  I think you have to keep that in mind, Mr. Murray.  I mean, my understanding as well with the IESO is that, you know, if you want to talk about the big projects, you know, for, say, industrial customers, the IESO is in a period of change here.  I believe they're in the midst of designing a strategic energy management program.

If you refer in evidence -- sorry, it escapes me.  I think it is in our collaboration section in Exhibit E, we actually very explicitly state that we think there is a good opportunity, once we know some more detail from the IESO on how they want to approach industrial customers, that we would want to explore collaboration with our industrial custom program.

We purposely positioned our industrial custom program in this proposal to be more flexible, more inclusive of energy management initiatives, as opposed to having a stand-alone energy management program which we have had historically.

Part of that intent was to see that we can open the door wider for collaboration with the IESO.  So that is how we intend to address the larger custom projects, Mr. Murray.

MR. MURRAY:  Thank you, Mr. Grochmal.  I just want to make sure I understand that correctly.  So what I gather is, as you said, the program is evolving.  But is it fair to say Enbridge is open and sort of willing and interested in the future in further collaboration on custom industrial and custom commercial projects with IESO?

MR. GROCHMAL:  Absolutely.  I think that was the plan of the summary here that demonstrates that.

We take a comprehensive view to collaboration and we look for every opportunity where it makes sense.

MR. JOHNSON:  Mr. Murray, I wonder if I could add a little bit as well, because I think you talked about prescriptive versus custom, and prescriptive is an area where a formal collaboration can make a lot of sense, where ourselves and the IESO can come together, come up with an agreement where we fund, say, a single delivery agent, and there is a lot of efficiency to be derived from that.

Custom projects, as the name kind of I am implies, are custom and, as you indicated, can have large savings and they tend to be much more technical.

So when you look at our industrial programs, we have a large number of folks on our team who go out, who are professional engineers, have many years of experience with gas equipment -- I shouldn't just say gas equipment, but ways to save energy whether it's, you know, heat recovery, what have you.

So that technical expertise is a large way in which we deliver these programs, and that's very focussed on how to save heat, energy, things like that.

It is very different -- we're not experts, to be clear.  We do have -- you know, there are engineers, energy engineers, they do have a lot of knowledge, but they're not experts on the electric side.

So it is a very different delivery model when you get into custom versus prescriptive.  It doesn't mean everything that Mr. Grochmal said in terms of how we can still work together, but it is much more difficult to have sort of a formal collaboration agreement where you have one delivery agent when we have, you know, very targeted projects to save, you know, heat. I am using that as probably the most common example, but there is many others.  Hopefully, that helps a little bit.

MR. FERNANDES:  Mr. Murray, just before moving on, I think I should note the policy item.  We're talking about collaboration, which has clearly been in the framework for a while.

But one of the impediments is not -- I think Mr. Grochmal has noted it doesn't have approval for a certain program.  We have noted the fact that IESO, with their term, they're revamping things.  So I would just want to note that having a longer term view actually enables collaboration.

So it is a bit challenging with certain aspects of it.  It actually trips up both parties if they can't have a longer runway for what, you know, is in place for them to be able to commit to.  And that is a natural consequence of wanting to do collaboration.

MR. MURRAY:  I would like to now move on and talk a little bit about the performance incentive structure that Enbridge is proposing.  Now, I want to make sure I have it right.

As I understand it, Enbridge has proposed three sort of performance bands, 50 percent, 100 percent or what the target is, and then 150 percent.  Do I have that right?

MR. FERNANDES:  On the annual scorecards, that's correct, a threshold where anything below 50 percent, there's no incentive at all.  If you got to 51, it would be a very small incentive.

The targets at 100 and it is symmetrical through 150, which is a cap for any of the individual annual scorecards, that would be symmetrical around the 100 percent target.

MR. MURRAY:  Excellent.  You answered my next question so I will move two questions ahead.

For the minimum 50 percent threshold, would you agree that it is one-third lower than what the kind of the minimum threshold that Enbridge currently has to meet start turn going and incentive?

MR. FERNANDES:  From a purely mathematical perspective, it is interesting that you noted that it is one-third lower.  That's true when you are comparing the current scorecard structure to the threshold that is on the ones that we're proposing.  But we have also allocated one-third to the net benefits.

So you know, you're kind of comparing one aspect of what we're proposing to the entirety of the other, of the current form, right.

So I hear what you're saying and we have also noted that the current structure of the scorecards actually have an amalgamation of a number of the -- a number of the different sectors together.  And I think one of the experts noted that it's more common in the other jurisdictions to have everything together and therefore, one sector offsetting another having a 75 percent threshold, you know, is actually easier to hit when you have a larger collection because there is less variabilities is the way I think I understood it, and we would see that as well.

MR. MURRAY:  Thank you for that, Mr. Fernandes.  I just want to make sure I understand this correctly.

So currently, in order to get -- on any given scorecard, in order to get an incentive, even a small incentive, you need to hit 75 -- or you need to get a-- to use kind of like a letter grid.

And under the -- what you are proposing, you need to hit 50.  So if you have a D minus, you still to get something, albeit small.  Is that fair?

MR. FERNANDES:  The current structure starts at a minimum threshold of 75 percent.  It goes to the 100 percent, which is the targeted value.  And then I believe it is to 150 percent.  So it is not symmetrical around 100 percent, but what you stated is correct.

We would note that the difference in the current structure is, for example, there is a different incentive for going from 99 to 100 than there is from going to 100 to 101.

So what we've proposed is to make that symmetrical, so it is a straight line from 50 through 150 at the cap, but everything is targeting the 100 percent level.

MR. MURRAY:  And if we can now pull up page 8 of the OEB Staff compendium, this is a copy of an interrogatory response that Enbridge gave to a question that was asked by the School Energy Coalition.  I just want to read the question:

"Please confirm that the applicant proposed a 50 percent lower bound to earn a shareholder incentive in the last DSM Plan, and the Board rejected that proposal, instead implementing a 75 percent lower bound, i.e. no incentive unless the applicant reaches 75 percent of the target."

What has changed since that time to warrant a change in the Board's decision?

Did I read that correctly?

MR. FERNANDES:  Yes.  I think you read the very leading question that was asked.  What has actually changed is we've restructured the scorecards.  So I think we've mentioned that we've disaggregated the resource acquisition that previously had a number of items.

This was in response to feedback from a number of areas.  So we've eliminated things like, in the vast majority of the scorecards, the participant metric and we have disaggregated residential, commercial, industrial into their own scorecards.

So it is a very different structure, and we proposed thresholds that we think are appropriate.

MR. MURRAY:  I guess when I read the response to this question, I don't -- at least not in the interrogatory response, you don't seem to answer the first question that was posed, which ask is:  As part of the last DSM plan, did you request a 50 percent lower bound?

MR. FERNANDES:  I think that part is clear, Mr. Murray.

MR. MURRAY:  Is the answer yes?

MR. FERNANDES:  Yes.

MR. MURRAY:  And the Board did not accept it.  They rejected it and they said it should be 75 percent.  Correct?

MR. FERNANDES:  In a previous structure for the scorecards including, you know, now we're proposing that two-thirds of the annual amount would go to the scorecards and one-third going to the annual net benefit.

MR. MURRAY:  In the previous plan, the previous scorecard structure, they said unless you get 75, you don't get anything.  Is that correct?

MR. FERNANDES:  I think you have already established that, Mr. Murray.

MR. MURRAY:  Thank you.  And in the first sentence of the response you seem to highlight a number of things that have changed since the previous scorecard, changes to government policy, updates to building codes, et cetera.

Do I have it right that those items listed there, those are the reasons why you believe that the performance should decrease to 50 percent?

MR. FERNANDES:  I think we've went through a number of them just now that, you know, we're not talking about having it measured on the same basis, in terms of the structure of the scorecards, nor is it measured on the same amount of the potential incentive.

MR. MURRAY:  So all I -- we changed the way the scorecards are structured.  It should be a lower bound.  Is that correct?  Is that the only reason why you feel it should be lower?

MR. FERNANDES:  And the fact that we believe it should be symmetrical.  And, you know, the incentive structure is intended to incent performance with having it disaggregated into smaller, smaller elements.

For example, previously we could quite easily have had 50 percent in one section of the resource acquisition scorecard and made up for it in another and still had an opportunity.  So the important point is it is an incentive mechanism.

What I would suggest the commissioners need to weigh is like, is it providing an appropriate incentive.  So we're talking about that.  And again, I want to stress it is on a much lower amount, because we have allocated other, you know, another portion to it.

So you mentioned that it was one-third lower.  Well, one-third is over on net benefits.  So I think we've been clear on what we're proposing.

MR. MURRAY:  You're not -- so I guess I misunderstood.  So you're not saying because of changes to the building code, because of changes to government policy, the number should be lower.  You're saying it is because of the scorecard structures?

MR. FERNANDES:  There have been a number of items that changed and will continue to change and evolve in our policy environment.  So I am not sure how to respond to your question, Mr. Murray.

MR. MURRAY:  Is one of the reasons why you think a 50 percent threshold should be used is because of changes or potential changes to the building code?

MR. FERNANDES:  We have had a number of changes in items like, I think as noted with the TRM, baselines are changing.  If we look at how we get measured, baselines are coming up.  It's becoming more challenging.  I think we've noted that.  We have also noted that -- and I think you are going to be going there shortly -- the target adjustment mechanism has a productivity factor that the Board asked us to use in the previous decision, and we don't agree with that productivity factor, because it's not the way that the industry is structured.  It actually gets more difficult over time.

So we proposed something that we think is appropriate, in terms of the thresholds for the scorecards, the way that they're structured today.

MR. MURRAY:  So if the OEB is looking for more certainty on natural-gas savings targets so that they can play an important role in achieving greenhouse gas emission reductions, isn't it more important now than ever that Enbridge be as incented as possible to meet or even hopefully exceed those targets?

MR. FERNANDES:  I would agree.  And if you set the targets in a structure that part-way through the year there is no incentive for the company to meet them, then that would be problematic.

So I would say that, again, it is an incentive mechanism.  We were quite explicit when we had our Presentation Day of going through and saying that the structure of the -- the governance structure that we proposed is really quite important for the panel to weigh in on, and how we've structured it, we think it is appropriate to provide the right level of incentive and balance the many items, and I think, Ms. Adams, if you could bring up Staff 18, I think I would want to refer to that again.  Sorry.  Let me give you the proper reference.  It is issue 8.  Staff 18.

And this was a question that was asked from Board Staff.  And if you can scroll down a little bit.  And if you can go down just a little bit more to have the table that you are showing and the next one.  There you go.  Thank you, Ms. Adams.

What the response shows is -- and it was an interesting question, and I will say that the company had not thought of this prior to filing.

What we were asked to do was to take the period, the previous period, and the actual historical results and to put it into this performance structure, and what you see is the historical of what was actually achieved with the percentage of the maximum shareholder incentive, and what I would note for our commissioners is that the previous performance incentive structure we have noted the percentage of the maximum, and I think we have said that before.  The maximum is more -- you know, currently in what we're proposing is more of a theoretical item.  There is no reasonable way that we can achieve 100 percent of the maximum, and we haven't done it in the past.  We don't expect to do it in the future.

But when you look at what we proposed with the exact same results, it is, you know, generally in line, but it is actually lower.  And I would note, again, that when we look on a forward basis, even if we did the exact same things as we did from 2016 to 2020, on a go-forward basis we would be measured with higher baselines, so our results would be lower.

And, you know, what we proposed as an incentive structure we think is eminently reasonable, and this is probably the best single example, because it is our historical results.  We did not look at this prior to filing, and I will say that emphatically, and this is the actual results in Ontario from the two utilities in a different performance structure.

So Mr. Murray, that includes the threshold.  We think this is eminently reasonable.

MR. MURRAY:  And going back to that in terms of meeting targets, I think we can agree that Enbridge makes changes to program design during the year to achieve greater savings if targets are coming in lower than expected or anticipated.

MR. FERNANDES:  One thing is -- you're right.  We're the program administrator.  We will make changes to our programs over the term.  I want to be emphatic on that --


MR. MURRAY:  And you will make changes if there is not enough uptake or there's too much uptake.  You can increase spending to get the savings that you are targeting to get.  So you can make changes during the program, as you said.

MR. FERNANDES:  Yes.

MR. MURRAY:  You receive direction that you don't want the OEB to micro-manage?

MR. FERNANDES:  That's correct.  I just want to make sure that -- in the context of your question, you know, most of our changes, I would say -- and I think Ms. Moore and Mr. Grochmal would probably want to chime in on this, but the majority of our changes are more longer-term in nature.  We're adapting to how the market is evolving.  There are some elements that they will do in the year, such as trying to push on a limited time offer or something like that, but the majority of the changes that we're talking about are longer-term in nature.  It is not necessarily going to be easy to make a program design-type change to influence in-year changing -- in-year performance and --


MR. MURRAY:  But could you -- sorry, sorry to interrupt.  I am just, I am conscious of time, and I just have a couple of discrete questions.  I just want to give you a couple of examples.  So for example, could Enbridge increase the financial incentives provided for certain measures?  That's not something that would take a long-term perspective.  You can change that relatively quickly.  Correct?

MR. FERNANDES:  And I may want to kick that over to Ms. Moore.  We can and have done that.  But again, when we're talking about depending on which portion of the portfolio, you've got to change a number of items, put it in the market, and then see the reaction.  So if we're talking about a residential type program, which is a mass market, she would be able to speak to the type of lag that you might expect to see on that, because it takes a while for customers to enter the program, meet the eligibility requirements, finalize, and then get the rebates.

It is not a -- you know, that type of program is not the same as someone going to the store to pick something up.

MR. MURRAY:  Perhaps I will give you another example.  Please, Ms. Moore, if you wish -- I don't think we need to go into too much detail, but Ms. Moore, please feel free to supplement Mr. Fernandes.

MS. MOORE:  Well, I would just briefly say, you know, there is a long cycle, and I think that that's been demonstrated in some of the pieces that I have talked about over the course of this proceeding, where you know, by way of example for 2020, 70 percent of the participants who received the furnace rebate had begun the offering prior to that rebate change and receiving the higher rebate.

So it does take a long -- a long time to see the ultimate impacts of changes to incentive levels, particularly for a program like the residential Whole Home offer.

MR. MURRAY:  Just one more example then.  One of the things we've heard is that there is currently a cap on certain larger projects for commercial and industrial users.  It wouldn't take much time for Enbridge to change, to increase that cap, or do away with that cap if it decided there wasn't -- it wasn't meeting its target in that area.  Is that correct?

MR. JOHNSON:  Mr. Murray, I will let Mr. Grochmal talk to that specific example.  But I think both the examples you gave, the one thing I want to provide a bit of context to is the budget limitation.

So in order for us to access the 15 percent overspend for example, we would actually have to be able to achieve our results.  So if we were coming in lower and increased our incentives, we could easily end up overspending without actually hitting our results.  So there is a limitation.

You're talking about just increasing incentives but we can't -- we can't just access that 15 percent, especially if we're having challenges in terms of reaching results.

I will let Mr. Grochmal speak to the specific example.

MR. GROCHMAL:  Yes, if I may, Mr. Johnson.  Just to your example, Mr. Murray, certainly that discretion rests within program design over the course of managing the program to loosen, for example, caps like you bring up.

I just want to point out that that's the easy part.  I mean, the hard part is that projects actually have a long cycle in the context of, you know, large C&I.  Like it can take a year to two years and before a customer spends their money, they need to know what to spend it on, which is why we always come back to the fact a technical support where we identify and quantify, we do analysis, we make the business case is so much of where our influence comes from.

MR. MURRAY:  Thank you for that.  Commissioner Janigan, I realize we're at this time.  I have two more areas of questioning.  I am just wondering whether now might be a good time for the morning break.

MR. JANIGAN:  It depends on your own schedule, Mr. Murray, but we were thinking of taking the morning break at 11 o'clock, rather than 10:45.  If you prefer for us to take it now, we can do that as well.

MR. MURRAY:  I can forge ahead.  If we were going to take it in another five or ten minutes, I think the next area may take probably more in the 15 minute area and perhaps we can even finish by eleven.  I make no promises, but that is my hope.

MR. JANIGAN:  That's fine.

MR. MURRAY:  I would like to, panel -- if you can now then turn -- I would now like to turn to the target adjustment mechanism.  I know you discussed this with Mr. Shepherd yesterday, so I don't want to tread over too much of that same territory.  But there was a couple of points I was hoping to get out.

The first thing I was hoping you can confirm is that for the 2012 to 2014 DSM term, am I correct that Enbridge did not have a target adjustment mechanism as part of that plan?

MR. JOHNSON:  I would have to take that subject to check, unless anyone else knows.  You are going back a ways and that does sound familiar, but I can't say for sure.

MR. MURRAY:  Perhaps if we could turn to page 4 of the compendium -- no, is it page 4?  I am trying to see which page of the compendium this is.  Page 4.  Do I have it here?  Maybe page 1 of the compendium.  Does that help?

MR. JOHNSON:  Was this a proposal, or was this what was approved?

MR. MURRAY:  This was the proposal.  My understanding is it was approved.  Perhaps if you can't confirm it, maybe you could give an undertaking to confirm whether or not the 2014 -- the 2012 to 2014 DSM term, Enbridge did not have a target adjustment mechanism.  Is that something --


MR. JOHNSON:  We can undertake to confirm that.

MR. MURRAY:  That will be undertaking J4.2.


UNDERTAKING NO. J4.2:  TO CONFIRM THAT DURING THE 2012 TO 2014 DSM TERM ENBRIDGE DID NOT HAVE A TARGET ADJUSTMENT MECHANISM


MR. MURRAY:  Something hopefully a little bit more current, so hopefully a bit more in people's minds.  Turning to 2015 to 2020 DSM plan, I was hoping you can confirm that Enbridge proposed as part of that application fixed annual targets as part of the application.

It didn't propose the target adjustment mechanism that it is currently proposing.

MR. FERNANDES:  I think we confirmed earlier that legacy Enbridge Gas Distribution was asked to actually -- or directed by the Board to have the target adjustment mechanism for the current term.

And yes, you've got the item up.  I believe we proposed targets for the term for the -- I am not certain because again, you have some folks that weren't involved in the proceeding previously.

I am not certain that that was the entirety of the scorecard, but I mean you're showing at least the major portion that would have been measured in gas savings.

MR. MURRAY:  So if I could ask that we turn to page 3 of the compendium, this was the decision on the targets as part of the 2015 application -- 2015-2020 plan.

As you say, you are right that the OEB ultimately approved for Union and legacy Enbridge a target adjustment mechanism.  I would like to focus on the second paragraph and in particular -- under the decision, in particular the first sentence.
"Setting firm targets for the 2016 to 2020 period is particularly challenging given the dramatic increase in program funding and the introduction of new programs."


So just stopping there, it appears that one of the reasons why the OEB rejected firm targets, which had been proposed by Enbridge legacy in that proceeding, was because there was a dramatic increase in program funding as part of that decision.

Would you agree that is one of the reasons why they ultimately decided on a target adjustment mechanism, the OEB?

MR. FERNANDES:  I think it would be better if you read all of the background, because there's a number of concerns from a number of parties.  This is a summary of the decision, but yes, that is one of the factors.

MR. MURRAY:  One of the factors.  I think you would agree with me that there is not a dramatic increase being proposed as part of the 2023-2027 plan.

MR. FERNANDES:  I mean, there's two factors that are there.  There is the dramatic increase in funding and the introduction of new programs.

We, in this proceeding, have -- actually, this is the first fully integrated plan from the two legacy utilities, so there are quite a number of items new including, I think we noted that all of our, you know, accounting and other   items are actually being put together for the first time, and we do have a number of new programs as well.

MR. MURRAY:  But there is no dramatic -- there's been a dramatic increase in funding?

MR. FERNANDES:  No.  I think we have said that it is modest increase in budgets.

MR. MURRAY:  And while there are some new programs as part of the current plan, would you agree with me that there was more new programs, more new offerings as part of the 2015-2020 plan?

MR. FERNANDES:  I don't think we have anyone here that -- unless one of my other panelists can say that conclusively.  I don't think anyone on the panel was actually part of that proceeding in a substantive way.

MR. MURRAY:  Can you undertake to advise as to whether or not Enbridge's position is that there were more new programs introduced in the current plan as compared to the 2015-2020 plan?

MR. FERNANDES:  We can.

MR. MURRAY:  Thank you.  That will be undertaking 4.3.
UNDERTAKING NO. J4.3:  TO ADVISE AS TO WHETHER OR NOT ENBRIDGE'S POSITION IS THAT THERE WERE MORE NEW PROGRAMS INTRODUCED IN THE CURRENT PLAN AS COMPARED TO THE 2015-2020 PLAN

MR. MURRAY:  Now, if we could go to page 5 of the compendium, this sort of sets out Enbridge's original application with respect to the target adjustment mechanism or TAM -- what I will call the target adjustment mechanism.

There are a lot of words on this page, but I just want to make sure I understand the target adjustment mechanism and how it works.  So what I understand is the proposed target adjustment mechanism takes the program savings from the prior year.  It then divides those savings by the value -- sorry, it takes the program spending from the prior year, divides that value by the spending from the prior year, and applies a 2 percent productivity factor and inflation to get cost-effectiveness ratio.

Do I have that first part right?

MR. JOHNSON:  Could you just repeat it?  Because I think you actually said "spend" twice there.

MR. MURRAY:  Okay.

MR. JOHNSON:  Maybe I misheard.

MR. MURRAY:  It takes a program savings from the prior year.  It divides that value by the spending from the prior year and then applies a 2 percent productivity factor and inflation to get a cost-effectiveness ratio.

MR. JOHNSON:  I would say an inflationary adjustment.

MR. MURRAY:  Okay.  Otherwise correct?

MR. JOHNSON:  Yes.

MR. MURRAY:  And then that ratio --


MR. FERNANDES:  The one thing, though, Mr. Murray, I think we need to add is that it is multiplying by the budget, and the budget is increasing --


[Multiple speakers]

MR. FERNANDES:  Okay.

MR. MURRAY:  That is what I want to say.  But then that ratio is multiplied by the program budget for the following year to determine the target for the next year.

MR. JOHNSON:  Correct.

MR. MURRAY:  So now I have -- that -- in total that is the target adjustment mechanism.

And I think you agreed with Mr. Shepherd yesterday that this has the potential to increase the target in subsequent years if the performance is greater than anticipated or targeted.  Correct?

MR. JOHNSON:  It can, yes.

MR. MURRAY:  And it may also lower it if the performance is lower than the target.  Correct?

MR. JOHNSON:  Correct.  I believe Mr. Fernandes indicated it is symmetrical.  Again --


MR. MURRAY:  So --


MR. JOHNSON:  -- other than the productivity factor.

MR. MURRAY:  I was going to go through an example with you, but perhaps in the interests of time I will just sort of cut to the chase.

Would you agree with me that if there was a particularly poor performance in the first year, that that would substantially lower the target and potentially for a number of subsequent years?  So for example, if you only hit 10 percent of the target in the first year, the target in year two would be adjusted, and it could take many years before the target actually gets back to what it was originally.

MR. FERNANDES:  I would not agree with that.  Number one, it's not just the result of the target.  It is the spend which, given incentives, make up, you know, the largest portion of that.  You know, they are interrelated, and then --


MR. MURRAY:  But the spend isn't going up that much.  I think -- isn't the spend going up approximately 5 percent a year?

MR. FERNANDES:  What I mean is if you had 10 percent of the results with 10 percent of the spend, then the ratio of those two are identical, as having 50 percent of the results and 50 percent of the spend or 100 percent of the results and 100 percent of the spend, so --


MR. MURRAY:  Well, I would like to give you another -- can I give you another example?  What if you had 10 percent of the results with 100 percent of the spend?  In that situation wouldn't the targets for years two, three, four, five likely be significantly less than it was in year one?

MR. JOHNSON:  Mr. Murray, perhaps I could give two examples of what you are describing to help clarify.  So I think what Mr. Fernandes was saying is if we had, you know, just very poor performance, we were very -- we were not successful in delivering a lot of projects in a particular area and we spent 10 percent of our budget and achieved 10 percent of our results, the target adjustment mechanism, the targets would be very similar, again, barring the productivity factor.

If we had a change on something like net-to-gross where there was a significant change in our net-to-gross ratio, and again I will say net-to-gross went down by 90 percent, then you would be correct.  But the converse would be true as well.  So if our net-to-gross ratio improved significantly, then the targets would go up for the balance of the term because you would expect spend to be constant.

Now, having said that, again, I would think that if we had a measure where the net-to-gross went to 90 percent, as we gave the example yesterday, that is likely a measure that we would exit the market for.

MR. MURRAY:  Perhaps --


MR. JOHNSON:  I said net-to-gross ratio and I should have said free ridership there.  My apologies.

MR. MURRAY:  Maybe I will just go through my simplistic example.  Just for the purpose of the example I'm going to take away inflation and productivity, which will probably be in the range of 5 percent.

I want to give you an example.  Suppose in year one of the plan your target was to hit 100 units of something and your budget was $50.  Now, if in year one some problems arose and you spent the whole budget but you only actually got ten units, not 100, in terms of the target, you wouldn't eligible for performance incentive in that situation, correct?

MR. JOHNSON:  Correct.  But I think what Mr. Fernandes was indicating is -- at least I can't conceive, and it sounds like he can't either -- of an example where we would spend the full budget and achieve 10 percent of our results.

MR. FERNANDES:  There is no history of that either, so...

MR. MURRAY:  There is no history of it, but still that is what would result given the proposed target adjustment mechanism as you -- as put forward.  Is it not?  Like -- so if you only achieved 10 percent of the result on the full budget in the first year -- so let's go back to the example.  100 units.  You hit ten units.  You spent the full budget.

MR. FERNANDES:  Mr. Murray, I think that is math, and then the question would be what would happen in the subsequent year, that if the target was adjusted, in first year we received no incentive, the next year, as you've noted, the target has been adjusted, if we get back to what we were originally proposing, yes, there would be a cap on that particular year, and then the subsequent year you would be back to the same original target without the inflation and the productivity factor, as you have mentioned.

And, you know, that -- that's how the mechanism works mathematically.  But from a practical perspective, it's not.  And there is no evidence of that in the historical results.  So, you know, I don't think that kind of extreme example is particularly relevant.

It is noted to help have a formulaic adjustment year to year, and the trade-off is actually -- I think some of the experts were witnessing about this, and the trade-off would be having an application process on an annual basis, and the trade-off is, you know, the regulatory efficiency or the costs associated with that.

MR. MURRAY:  Would you agree with me if in the first year Enbridge hits 10 percent of its target, full spend, and then in the two subsequent years they hit 150 percent of their targets once it has been adjusted, so year two and three, that in terms of the incentive they would be better off than if they hit 100 percent all three years.

MR. FERNANDES:  Mr. Murray, the second year, if that happened, it would adjust the target for the following year.

MR. MURRAY:  Yes.  So it would be much easier to hit 150 percent.  So in the example I gave target is 100.  You hit ten.  The second year the target would be in the range of ten to 11.  It would no longer be 100, the target.  It would only be ten.  And if you hit 16 or 15, you would get 150 percent.  You would get the full incentive, the max.  Is that not correct?

MR. FERNANDES:  And then the target for the following year would be formulaically adjusted as well --


MR. MURRAY:  24.  Somewhere in the range of 24.

MR. FERNANDES:  Depending on what those ratios are, and again, you are intentionally using an overly aggressive scenario that is unrealistic and hasn't happened.  We've got five years of history on that, using this exact mechanism.  So from a practical perspective, that is not what we can expect.

And the other thing I would note, if you take a look at how the company has proposed the governance structure with giving up the scorecards and only allocating two-thirds of the annual amount to those scorecards, the amounts in question on any particular scorecard are much, much smaller.

So we've put some -- inherently in the structure, the governance structure that we proposed, there is more guardrails around what you are talking about than there were previously.  And there is no evidence that in the past that has happened, so we don't expect that to happen on a go-forward basis either.

MR. MURRAY:  And I think we could agree, no one hopes that happens, but can we agree that the target adjustment mechanism that's currently proposed provides perverse incentive that can reward poor program performance in early years of the program?

MR. FERNANDES:  I am absolutely not agreeing with a perverse incentive.  That is not true.  It is symmetrical.  It does the exact same thing if we have a higher performance in the first year, in the opposite direction.  And it's got the productivity factor that I have already stated that the company doesn't agree with.  That's not how, you know, budgets and targets are expected to work year over year.  So it is inherently more challenging every year in what we've proposed.

MR. MURRAY:  Assuming you hit your targets.

MR. FERNANDES:  In any case.  The productivity factor applies whether we hit our target or not.

MR. MURRAY:  But if you only hit 10 percent of your target, the next year you wouldn't have to get nearly as much.  The target would be much, much, much lower.

MR. FERNANDES:  Mr. Murray, again, hitting 10 percent of our target with the full spend is not something that has ever happened as far as I know, and it is unreasonable to expect, given the structure of our spend in the proposed programs.

The base of the TAM is symmetrical.  It has an additional productivity factor that makes it more difficult every year.  So the trend over a period of time, like the five-year term that we've got proposed, is to make it harder every year.

MR. MURRAY:  And I want to give you the one converse, because I think this also -- wouldn't you agree that the target adjustment mechanism as currently proposed also provides a bit of a perverse incentive towards strong performance, because if you hit 125 persons of your target, it just going to make your target the next year that much harder, is it not?

MR. FERNANDES:  So I am struggling with what you are proposing here, Mr. Murray.  You're saying on the one hand it is a perverse incentive to do poorly and it is a perverse incentive to do --


MR. MURRAY:  It is a symmetrical perverse incentive.  I agree it is symmetrical.  But on both sides, it can discourage someone from doing -- trying to do particularly well or really hitting -- hitting the ball out of the park, to use the baseball analogy, because that is going to make your target the next year that much higher.

If you hit 125 percent of your target this year, your target will go up next year more than it would have if you just hit 100 percent.

MR. FERNANDES:  Mr. Murray, from a practicality point of view, I think we have said we have structured things to make it less likely, you know, structurally less likely.

I think we have said from a planning and execution point of view, the vast majority of our programs, if everyone is thinking that these things are turning on a dime, that's not realistic.  The cycles are way too long.

So our incentives are over the long run to generally run better programs to attract participants in.

We're not turning on a dime.  We can't just go out and pick up -- go to the store and pick up ten participants, it doesn't work that way.  It is not practical.  It hasn't been shown to be happening in the past.  And it is, you know, we've got a formulaic adjustment is to be efficient from a regulatory point of view, because the alternative is, if some of those things that you are saying where either, performance you know, was poor because of changes in the market or whatever reason, or very high, and you know, company hitting it out of the park.

If we don't have an adjustment mechanism, what's going to happen is we're going to have more of these regulatory proceedings.

And given the way that we've structured the scorecards, if you actually look at the range of any particular scorecard and what can happen, I would suggest that, you know, not having a formulaic adjustment is actually worse.  It's not going to help ratepayers.  It is not going to help us run better programs.

So you know, what we have in place has been effective, and you can look at Staff 18 again and say that we've generally been in the middle of the range using the target adjustment mechanism.  I think it's been commented on that generally the framework has worked, and it's delivered value for ratepayers.

I think the OEB has stated that, or our government policy over time and that is why they want to increase it.

MR. MURRAY:  I am mindful of the time for the break, but I had one follow up question.  You said part of the benefit of the target adjustment mechanism is it decreases the need for further proceedings.

How would having fixed targets for each of the five years of the plan require any more regulatory proceedings than having a target which is adjusted each year?  If you just had fixed targets for each of the five years and they're set for all five years, I have difficulty seeing how that would result in more regulatory proceedings.

MR. FERNANDES:  I think we had our expert state that we either have a number of items like deemed values for net-to-gross over a period of time, or there would be regulatory proceedings that would make adjustments for that if it happens in term, and that is the comparison I was drawing to

MR. MURRAY:  Commissioner Janigan, I have one small --probably, hopefully, a five-minute area of questions.  I don't know if we want to go to break now and I can come back and ask them, or if you want me to plow through and finish off.  I believe you are on mute.

MR. JANIGAN:  Thank you very much.  If you could plow ahead for five minutes, that would be preferable.  But if it is your preference that you would like the break and come back with those questions, we can do that as well.

MR. MURRAY:  Perhaps that would be better just to have the break and come back and make sure I haven't missed anything.  Otherwise, you will see me leafing through my notes to make sure I haven't missed anything I was supposed to cover.

MR. JANIGAN:  Okay, then.  We will take the break and come back at 11:30.
--- Recess taken at 11:10 a.m.
--- On resuming at 11:31 a.m.

MR. JANIGAN:  Mr. Murray, can you resume your cross-examination.

MR. MURRAY:  Thank you, Commissioner Janigan, and I appreciate the break, because I realized at least on the Natural Resources Canada I think I missed one small issue, so I am hoping to hit that before I go to my final discrete set of questions.

If we can pull up page 13 of the compendium.  And once again, this is like part of the updates that Enbridge provided with respect to negotiations with Natural Resources Canada.  I would like to focus on the third bullet which reads, in part:

"Enbridge will deliver the program to all of Ontario regardless of its participants -- regardless if participants are an existing Enbridge customer or not.  NRCan is retaining accountability for delivery of Indigenous on-reserve programming, and as such it is not in scope for this agreement."

In hindsight, perhaps this was a question best placed to Ms. Van Der Paelt, but I know she is not here.  But I was just hoping maybe someone on the panel could confirm my understanding that Natural Resources Canada will still retain responsibility for delivering -- delivery of Indigenous on-reserve programs under the Greener Homes Grant program.  Correct?

MR. FERNANDES:  The federal government has specific requirements with respect to Indigenous programming.  So that is not part of our negotiations, and I think that is all we can say, that we're not negotiating anything for on-reserve.

MR. MURRAY:  Okay.  So would Indigenous on-reserve customers still be eligible to participate in both Enbridge's home program as well as Natural Resource Canada's program?

MR. FERNANDES:  So number one, I think the best way to describe it, we certainly don't preclude anyone, but generally not having the folks here who would handle the low-income portion of things, there is programming that would have higher levels of incentive, like, that we would try and steer those customer groups to.

So, you know, although we wouldn't preclude anyone from participating in the program, we have a better offering, quite simply, so I don't think we would suggest that.  We would steer them towards where they could have higher rebate levels, just like we would do for a qualified low-income participant.

MR. MURRAY:  So if I have this right, so the programs for Indigenous on-reserve customers, to a large extent they're just to meet the status quo, what they have available from Enbridge and the federal government now will remain that same case after the NRCan partnership is signed?

MR. FERNANDES:  Yeah.  I think what I am trying to say is that if the on-reserve customers would qualify for the low-income program and have a, you know, a higher level of rebate, it is basically direct-installed for them, so they would go through the home winter-proofing program.

So we wouldn't explicitly exclude anyone from this, but there is another offering that would target those customers, where they could get more.  So we would steer them into the other program, not say that you are not eligible for this.

MR. MURRAY:  Is there something better?

MR. FERNANDES:  To something better.  Yeah, like, there is no reason why they would go through this program.

MR. MURRAY:  Thank you.

My last area of questions has to do with term.  Now, as I understand it, Enbridge is asking for its plan to be approved through 2027.  Correct?

MR. FERNANDES:  That's correct.

MR. MURRAY:  And also as part of its proposal Enbridge is proposing a mid-point assessment in 2024 that would then apply for the -- be applied to the 2025 to 2027 period.  Correct?

MR. FERNANDES:  That's correct.

MR. MURRAY:  But unlike an entirely new application, the mid-point assessment would be limited in scope.  Is that right?

MR. FERNANDES:  That's correct.

MR. MURRAY:  And I appreciate this isn't what Enbridge has applied for, but I think at least from Staff's perspective one thing we've heard over the last number of days in terms of people's questions and where we anticipate people going with their submission is, it seems that various stakeholders have different views on the plan that has been proposed, and at least some of the parties seem to be looking for Enbridge to go further in terms of some of their targets, in terms of GHG reductions and gas savings.

And I appreciate it is not Enbridge's proposal or plan.  In the event that a panel -- that the OEB commissioner panel was to decide on sort of a shorter term, could the mid-point assessment also act as a reasonable time for Enbridge to apply for approval of a significantly revamped program that had more aspirational goals, with, of course, budget increases to support that?

MR. FERNANDES:  So first off, you know, to respond to that, we were asked to apply for a three- to six-year term, and that is consistent with the mandate letter that -- the most recent one to the OEB looking for a multi-year plan.  I think the mandate letter said it was an expectation.

So obviously the company would clearly respond to any decision that the OEB gives, but, you know, we wouldn't propose that.  One of the issues that we've got is that we need stability, and that's, you know, for our partners, so that is vendors and service organizations in the market.  That is for our customers.  They want to see longer-term stability, and for our employees as well.

So, you know, if -- you know, we have been in a proceeding of some sort around this next framework since early 2019.  To only have two years I don't think meets the hurdle for regulatory efficiency, and if that were to be the case, I would strongly recommend that the Board be very explicit on what it is looking for and actually keep the scope to the proceeding, because, I mean, when we look at what we have had here -- I think maybe, Ms. Adams, you could pull up JT1.27.  The trade-off is going to be the cost of that proceeding versus the benefit.

And what we were asked here from the Green Energy Coalition was to look at the costs of the IRP proceeding from a more holistic level.  The IRP proceeding was just a framework.

I think we've been -- if were you to count it by any reasonable measure, I think we have had a lot more extensive proceeding here, in terms of the number of, like, interrogatory responses, and throughout every step of the process, this has been much more extensive.

So that is what I would suggest to the commissioners that they would want to weigh.  If there is a desire for doing more, you know, we propose something that has a compound growth to it so it does actually grow over time.

If there is a view towards the latter half of the term needing to have an inflection point, I think it would be better to just signal that to us and give us the policy and the direction that we needed, and we would incorporate that into the mid-point assessment application.  We have clearly said we will file an application, but I think the suggestion I would have is to try and keep it efficient.  You know, there is no real need to revisit the framework, revisit the budget envelope.

I think the commissioners have had -- I don't know where we're at now, but we're probably going to be approaching 5,000 pages of items in this proceeding.  That doesn't actually help meet the policy goals.  It is actually the execution of the programs.

So I would focus on that aspect of it, or at least that would be my recommendation.

MR. MURRAY:  And if you got directions from the panel, in terms of policy goals and direction, like, what we have heard a lot from Enbridge is you can't just sort of change the -- the plan is interconnecting.  You can't change it quickly.  It takes time.  These are things that can't be produced overnight.

Would two years give you sufficient time to sort of respond to any policy direction or goals or -- from the OEB commissioners?  If they were inclined to give it?

MR. FERNANDES:  Small caveat or -- on the "any".  I don't want to be that absolute.  But within the realm of what we would -- you know, any kind of reasonable amount, it's -- yes, that is the sort of thing that we need.  We need some more certainty.

We need -- you know, what I would suggest is setting out the policy framework in such a path that we can actually plan and execute it effectively.  So that would be enough time to be able to respond appropriately.

MR. MURRAY:  And just to follow up on that, Mr. Fernandes, what sort of direction would you need from -- would Enbridge require from the OEB in order to proceed with developing a redesigned plan that resulted in materially higher natural-gas saving reduction targets?

MR. FERNANDES:  So there's a number of items as you start to break that down.  And if we take it from the direction that we've received in the DSM letter, first and foremost is going to be the budget envelope.  I think we were clear on that, that even how we originally proposed dealing with that item first.

Once you get beyond the budget envelope, the other important aspect, I think, is the distribution.  We've now proposed sector-based scorecards and that is probably, you know, appropriate in terms of the granularity that the commissioners may want to look at, because we know that various sectors have vastly different cost-effectiveness.

But they also impact different rate classes, so they're good representations of the customers that are being impacted by the bills, but are also receiving the benefits within those particular areas.

So we would need, you know, first the budget envelope.  And then some sort of guidance if there's a particular distribution that they would be looking for and, you know, everything kind of flows down from there.  But I think those are the most important aspects that we would be looking for, in terms of our guidance.

MR. MURRAY:  Okay.  Thank you for that.  I am just going to check my notes for a second.  I think -- thank you.  Those are all of my questions.

MR. JANIGAN:  Thank you, Mr. Murray.  Before I ask Mr. O'Leary for redirect, I will ask if there are any questions from the commissioners.  Commissioner Moran?

MR. MORAN:  Thank you, Commissioner Janigan, I have some questions.
Questions by the Board:

MR. MORAN:  So I think, Ms. Moore, you confirmed that the new program is going to have the same requirement as the existing program, which is you still have to be using gas as your primary source of heat when the final audit is performed in order to qualify for any of the incentives.  Did I get that correctly?

MS. MOORE:  You did, yes.

MR. MORAN:  Thank you.  And maybe this is a question for Mr. Fernandes.  Am I pronouncing your name correctly, by the way?  Is it Mr. Fernandes?

MR. FERNANDES:  Yes, you are, commissioner.

MR. MORAN:  I heard various versions of it, I wanted to make sure I had it right.

MR. FERNANDES:  I am quite used to that, by the way.

MR. MORAN:  I expect so.  It seems pretty clear that Enbridge is not offering any incentives related to fuel switching, because obviously you still have to be using gas to heat your house in the context of the residential program.  Is that correct?

MR. FERNANDES:  And we believe that is the policy framework that we need to operate under.

MR. MORAN:  All right.  So let me ask you this.  Just conceptually, would you agree that fuel switching is a legitimate component of demand side management in principle?

MR. FERNANDES:  Yes.  And I think we've demonstrated that in a number of areas where we offer fuel switching within a number of the program offerings, and we have also proposed the low carbon transition program where explicitly about half of the incentives in that program are for fuel switching to electricity.

MR. MORAN:  Right.  And if you were to offer an incentive to switch from a gas furnace to a cold climate air source heat pump, for example, is there anything in your methodology for tracking and reporting and evaluation that would be compromised by that?

MR. FERNANDES:  I don't believe the mechanics per se are -- you know, the primary issue with fuel switching or the requirement to be a gas customer is really centered around our understanding of the framework that we operate under.  But it is really driven by cross subsidization issues, or that is how I would describe it from what we have heard back from previous OEB decisions.

So there's been concern expressed, you know, and that's one of the bases of the budget constraint was the cross subsidization between participants and non-participants.  When we get into the whole subject area of, you know, incenting non-customers, I think that gets to a different level from a policy perspective.

So if we had a clear policy, we would be able to do that.

MR. MORAN:  And just to be clear, I am not suggesting in my question incenting non-customers.  My question was premised on the basis that you have an existing gas customer who is going to fuel switch and stop being a customer, as opposed to not being a customer at the beginning.

MR. FERNANDES:  Oh, okay.  And if that was the case, I think the kind of clarity we would be looking for is specific direction around -- I will use an illustrative example.

If a customer has been, you know, paying into rates for a number of years and they want to go through a program and you wanted us to remove an exit criteria, what would be the parameters around that.  I think we could deal with that.

The issues which some others have suggested is taking ratepayer funding and, you know, providing rebates or incentives to an entity that has never paid into rates is a fundamentally different item.  So you know, today in our new construction programs, technically the builders aren't -- are not the end customer, but it is clear that they're going to construct -- you know, we had the eligibility requirements where we ask them to confirm they're going to ultimately connect to the new building to the gas system. So you know, it is there to benefit customers.

Sometimes that doesn't happen and I think, as Mr. Dunstan had said previously, but I think if we had clear direction on that, we would follow it.

MR. MORAN:  Okay.  Thank you.

MR. JOHNSON:  Commissioner Moran, you also asked about evaluation issues and if that wasn't your intent, then you can stop me.

But there is also a potential issue just around how we calculate avoided costs for fuel switching.  So that was something that was brought up during the technical conference, what avoided costs we use for electricity.  We use a very simplified calculation for avoided costs.

Environmental Defence had pulled something up from IESO.  I will note that there is a limitation on that.  It doesn't include global adjustment, which is intended to capture costs associated with adding to the grid.

So while our methodology isn't perfect, I would certainly suggest that the methodology, or the table that ED had brought up isn't either.  So if we were to do fuel switching on a significant basis as part of a resource acquisition program which, you know, that was going to increase load, then I think there would have to be a fair bit of thought and consideration in terms of what the appropriate avoided costs is.

MR. MORAN:  Thank you.  Fair enough.  Mr. Grochmal, just to -- on a related point.  You indicated that one of the technologies that might qualify for an incentive is what I think you called a hybrid heat pump, which would be an electric heat pump that has a gas backup.  Did I recollect that correctly?

MR. GROCHMAL:  Yes.  That is a fair capture.  What we're proposing to do is to incentivize homeowners to replace their end-of-life air conditioners and replace them with air source heat pumps that would pair with their existing furnace.

MR. MORAN:  How does that fit with the restriction that says that gas has to be the primary source of heating, if you have now switched to an electric heat pump?

MR. GROCHMAL:  Well, maybe for clarification, primary source of heating, is that -- it is a bit of a complicated answer is maybe what I will say.

What hybrid heating does that makes it, I would argue, consumer friendly is that it is optimizing sort of the two pieces of equipment.

So historically you had a furnace, now you have an air source heat pump and it is going to look at rates.  It is going to look at outdoor temperature.  It is going to look at performance curves.  I don't want to get too technical, but the idea is that it's actually going to optimize your dual heating system in order to manage your costs, which is why we think it is going to be well received by consumers.

So the issue of, you know, what's primary on that point, it is that conceptually it will rely on the heat pump as much as it can, and it will fall back on the gas furnace.  But I wouldn't say it is -- it's different than a traditional system where you have primary and backup, and it only switches over at one temperature, it is designed to be optimized in order to manage costs which makes it sort of into a DSM measure.

MR. MORAN:  Just so I understand correctly which kind of technology you're talking about.  Are you talking about a new system that replaces the existing gas furnace as well and with the heat pump technology and a new component that provides the gas backup?  Or are you talking about using the existing gas furnace as the backup, just to be clear?

MR. GROCHMAL:  We set this up so it will work with the existing gas furnace.

MR. MORAN:  I see.

MR. GROCHMAL:  Yeah.  The optimization just comes from a better thermostat.

MR. MORAN:  So you're not talking about a true hybrid electric heat pump with gas backup, which is a separate technology, as I understand it.

MR. GROCHMAL:  Yeah, I think when we use that term it is a little bit confusing.  I just, I prefer to say hybrid heating, as opposed to hybrid heat pump, because hybrid heating then implies that you have got two sources of heating.  You've got your heat pump.  You have got your furnace.

MR. MORAN:  All right.  So on that basis then if there was a true hybrid, which is a complete replacement, where gas is only the backup, that would be a problem for your incentive program because it is no longer the primary source of heating.

MR. FERNANDES:  Mr. Moran, I think the eligibility requirements are usually done by the various offerings.  And we generally don't have -- when I say generally don't, that could change -- programs where it wouldn't be for the, you know, primary source of heating in our resource acquisition-type program offerings now.

But the low-carbon transition is, you know, a market support program to try and help bring those -- that technology into the market so it is not quite the mass offering.

We're trying to build capacity within the market, and that's one of the items that I think I have described before, where the company's tried to go as far as it can within the policy bounds that we have.  And that is one of the examples, is that, you know, we've heard parties saying that the gas utility won't do this, and I think we can clearly demonstrate that we have, and we're proposing it within the boundaries that we feel that we can actually operate in.

And, you know, we struggle with that at times, because we don't want to get hit on the back end so, to speak, either, you know, through the evaluation process or in worst case, you know, some form of a disallowance.

So clarity on policy with respect to fuel-switching is something that we would quite a bit appreciate.

MR. MORAN:  Okay.  Thank you.  So turning back to you then, Mr. Fernandes.  My next question relates to the -- you were asked a few questions by other questioners around the stacking of incentives for similar measures.

And I think the concern you expressed was that you might end up getting a windfall where the total incentives that are stacked are more than the cost of the measure.  Do I remember that correctly?

MR. FERNANDES:  That's correct.  We've had discussions with our counterparts at the federal and in the past provincial level.  And that's typically something that could be a, you know, a common sort of restriction that would happen, that they wouldn't want various sources -- like, we all welcome bringing together and providing higher or better rebate levels to consumers to encourage them to do more or encourage more customers to participate, but there is a strong governance component that, particularly from the government point of view, that they don't want to be seen to be giving a windfall to parties.

So they typically have some sort of restriction on that, which, when you have funding coming from, you know, multiple sources can quickly get, you know, burdensome in terms of the administration of how do you actually practically govern that.

MR. MORAN:  Okay.  No, that's fair.  So what the federal government and Enbridge are proposing is a one-window program delivery.  So if you have one window, one auditor, and a rule that says that you can't combine incentives past 100 percent of the cost of the measure, that solves the problem, right?

MR. FERNANDES:  Yes.  That certainly wouldn't create any problems with respect to what folks will call stacking of rebates or incentives, so that's certainly one way to solve that.

MR. MORAN:  Thank you.  I have just one scenario that I just wanted to explore the -- and I appreciate, Mr. Fernandes, you have been clear in your answer that, you know, you would appreciate any guidance around fuel-switching, so I understand your answer on that.

So in a scenario where there is a maximum under the Greener Homes program of $5,000 in total, and where I could apply -- one could apply the entire $5,000 to fuel-switching to an air-source heat pump, cold-climate air-source heat pump, and then I turn to the EGI program, because I also want to improve my insulation and go for the maximum $3,000 that is available for -- on the insulation side.

In principle, do you have a problem with me being able to access both of those or one being able to access both of those programs in that way, even though I am no longer going to be a gas customer when this is all done and dusted?

MR. FERNANDES:  That is a great question.  At this point in time, if it was in isolation, I think Ms. Moore said that we would have a restriction as to being a gas customer at the time of the final audit.

I think we also said that if, you know, subsequently the customer were to leave the next day, there is nothing the company can practically do about that.

But if that's something the commissioners would like us to do, having clarity around that, I think, would be very much appreciated.  Our concern is primarily on not, you know, moving forward and doing something and then on the back end saying, well, you really shouldn't have done that, or what I would call micro-managing, having clarity upfront of what we can and can't do so that we can follow the policy goals would be ideal.

So, you know, that sort of situation is somewhat predictable, that it may happen, and we're going to be in a position where we're going to have to make a call on that as the program administrator, so if you can clarify expectations, I think that would be preferable.

The back-end argument, ultimately we wouldn't want to get into, you know, protracted litigation in a clearance proceeding.  That doesn't benefit anyone, right?

MR. MORAN:  We all know how much fun those proceedings are, I think.

MR. FERNANDES:  Yes.  Almost as much fun as this one, right?

[Laughter]

MR. MORAN:  All right.  Thank you, Mr. Fernandes, and those are all of my questions, Commissioner Janigan.

MR. JANIGAN:  Thank you.  Commissioner Zlahtic, do you have any questions?

MR. ZLAHTIC:  Initially I didn't, but the exchange with Commissioner Moran and the Enbridge panel just jogs one up.  And I will address this to you, Mr. Fernandes.

You keep mentioning that additional policy direction on various facets of your DSM program would be helpful, and I haven't discussed this with my other panel members, but perhaps maybe that is something we would encourage you to address in your initial submission, in terms of what would be helpful.

I mean, you know, we as a Panel -- you know, there have been changes, in terms of our input into policy as commissioners.  We implement policy; we don't make policy at the OEB.  So I just ask that you be mindful of that.  Thank you.

MR. JANIGAN:  Thank you very much.  I have no questions.  Mr. O'Leary, do you have any redirect?

MR. O'LEARY:  Thank you, Mr. Chair.  No, I do not have any redirect.

MR. JANIGAN:  Okay.  Well, thank you very much, panel, for your patience and answers, and for your troubles you are paroled.

[Laughter]

MR. JANIGAN:  So we can then turn to Environmental Defence and GEC to call their panel of witness, which I believe is the Energy Futures Group.

MR. POCH:  Thank you, Mr. Chairman.  I can introduce to you Mr. Chris Neme and Ms. Stacy Sherwood of Energy Futures Group.  I would like to thank the staff and the Board for -- Mr. Neme has a hard constraint of about 2:30 today.  I see you pushed off lunch to late, and that is much appreciated, and I would just ask all the parties that will be examining subsequently if they could be mindful of that and try to keep their questions concise.

Could the witnesses be sworn?

MR. JANIGAN:  Commissioner Moran?

Mr. Moran:  Just a minute.  I just have to find the form.  It is on my monitor here.  I haven't memorized it yet.
ENVIRONMENTAL DEFENCE / GREEN ENERGY COALITION - PANEL 5
Stacy Sherwood,
Chris Neme; Affirmed.


MR. POCH:  Why don't I proceed with the introductions and we can swear them after that.

MR. MURRAY:  I was wondering if you can put forward to the panel what you are seeking to have your experts qualified as experts in.

MR. POCH:  First of all, why don't I say this.  Why don't I do my little introduction and I will roll into one while Commissioner Moran pulls that up.

There's been a curriculum vitae attached as exhibits to their report.  I won't take you through them, other than to say Mr. Neme is the principal author of that report.  He is well known to the commission, many of the commissioners and its staff, and most intervenors.

He has filed expert testimony before the Board about 25 times, and filed expert testimony on related issues in more than 40 cases before other -- in other jurisdictions, including Quebec and Manitoba, Michigan and Ohio, and he has served on several of the Board committees appointed by the Board or nominated by the intervenors, and also served as an outside advisor on the review of the 2019 Achievable Potential Study.

Ms. Sherwood recently joined Energy Futures Group.  She served -- I think most relevant, she served for six years for the Maryland Public Service Commission, overseeing their efficiency programs, and she has also given testimony in approximately 30 different cases before various regulators.

I have canvassed all of the parties, and I understand there is no objection to the witnesses offering opinion evidence as experts in DSM design, delivery, evaluation and regulation.

And I guess after they're sworn or before, I would ask that the panel so finds.  Thank you.

MR. JANIGAN:  Thank you.  The panel will accept both Mr. Neme and Ms. Sherwood as experts capable of testifying with respect to demand side management programs.

MR. MORAN:  I have located the form.  Virtual hearings, a whole new set of logistics.  Mr. Neme and Ms. Sherwood, welcome to the hearing.

You are about to give evidence in this hearing.  The panel is dependent on you telling us the truth and the law requires you to do so.

Therefore, before you testify, I must ask you this.  Do you solemnly promise this panel that you will tell the truth, the whole truth, and nothing but the truth?  Ms. Sherwood?

MS. SHERWOOD:  Yes, I do.

MR. MORAN:  Mr. Neme?

MR. NEME:  Yes, I do as well.

MR. MORAN:  And do you understand that breaking that promise would be an offence under our law?  Ms. Sherwood?

MS. SHERWOOD:  Yes, I do.

MR. MORAN:  Mr. Neme?

MR. NEME:  Yes, I do, sir.

MR. MORAN:  Thank you very much.
Examination-in-Chief by Mr. Poch:


MR. POCH:  Thank you, Commissioner Moran.  Just before I ask a couple of brief questions, I just note for the record that Mr. Murray yesterday noted a numerical error in 10.EP.1.GEC.ED.1, and I note for the record that has been corrected.  It was just an Excel spreadsheet problem, and it's been filed already.

And given the presentation last week, we won't need to go through all of that.  I just have a few questions on matters that come up since then.

First of all, on Tuesday when asked about figure 3 in your report which shows trends in Enbridge DSM savings as a percent of annual sales, Enbridge stated they were not sure if your calculation had weather normalized sale levels.

And I think they're suggesting if you hadn't done that, it could make the difference between pre 2020 savings in Enbridge's proposed plan look bigger than it should.

Are the savings, as a percent of sales in your graph, weather normalized?

MR. NEME:  The depiction of savings as a percent of sales in that figure, in that graph, were based on sales volumes that were provided by Enbridge in response to interrogatory 5.GEC.3.

I am not a hundred percent sure about whether they were weather-normalized values that Enbridge provided, but I assume not.  And therefore, if that presumption is correct, the savings as a percent of sales numbers in our graphic are not weather normalized.

However, when the question came up, I went and looked at historic weather data from 2001 for 2020 for Toronto, and found that both 2018 and 2019 were colder than average winters, 2019 in particular.

Therefore, if we had weather normalized for those years, the savings as a percent of sales would have been slightly higher than shown in our graph, and the difference between the savings as a percent of sales in 2018 and 2019 relative to 2020, which was a slightly warmer than normal winter, would have been even a little bit bigger than shown on our graphic.

MR. POCH:  So in fact, your graphic understates the drop in savings as a percent of sales since 2019.  Correct?

MR. NEME:  Yes.  Probably modestly so, but yes.

MR. POCH:  All right.  On Tuesday, Enbridge suggested that the advent of the new federal furnace efficiency standard was one of the key reasons savings in 2020 were slightly lower than savings in 2019.  Do you agree with that?

MR. NEME:  No.  I believe that in undertaking JT3.1 that Mr. Shepherd asked us to produce, we looked at where the reductions in savings occurred between 2019 and 2020.

And about 80 percent of the reductions could essentially be attributed to two commercial and industrial programs; the commercial and industrial direct install program and the commercial and industrial prescriptive rebate program.

The reduction in savings from the residential sector was only about 10 percent.  So that by itself would lead me to conclude that the furnace impact was modest.

I should also note that it is important to understand that when you have standards that go into effect that reduce the savings you can obtain from a measure like an efficient furnace, it doesn't mean that all of the savings you were previously getting from that measure are gone and cannot be replaced.

The company can redirect the rebate dollars or other efforts that were going into floating that measure to different measures to compensate.

MR. POCH:  All right.  Earlier this week, Enbridge suggested that your comparison of Enbridge's planned 2023-2027 budgets to historic 2018 and 2019 spending levels could be misleading because the company accessed the DSMVA, the DSM variance account, and that is it overspent its budgets in 2018 and 2019.  Can you comment on that?

MR. NEME:  It is true that the company overspent its budgets in 2018 and 2019.

However, the overspending was relatively modest.  I believe it was about 3 percent in 2018, and about 5-and-a-half percent in 2019.

Moreover, if we just look at the budgets for 2018 and 2019 and ignore the overspending, in inflation adjusted terms they were higher than what the company has proposed for a budget in 2023.

And in fact, under the company's proposed stream of budgets from 2023-2027, the -- it is not until you get to 2025 that, in inflation adjusted terms, the company's proposed budget would be greater than the actual budget in 2018 -- not the 2018 spend, but the 2018 budget.

MR. POCH:  Okay.  Now, Mr. Weaver suggested in his presentation and in his slide 22 that, quote, most other jurisdictions have used some mechanism to adjust targets.

Here he was discussing the target adjustment mechanism, TAM.  Do you agree with that observation?

MR. NEME:  I would say it differently.  I think what Mr. Weaver really means is that many other jurisdictions have policies in place that are designed, at least in part, to mitigate the risk that utilities delivering efficiency programs have -- potentially have in meeting their goals.

And he is right about that.  There are policies in other jurisdictions that do attempt to do that.

It is important to understand, kind of taking a step back, however, how the factors that affect whether you are going to meet your targets or not.  And at a high level you can say they fall into three buckets.

One is, how many participants am I going to get or how many measures am I going to cause to have installed with my programs.

The second is, how much energy savings do I get to assume or am I actually producing per measure that is installed or rebated.

And then the third is, what is the estimate of the net-to-gross ratio for the portion of those participants that are free riders.

Now, the target adjustment mechanism as proposed by the company -- and as, frankly, has been implemented in recent years as well -- at some level addresses all three of those things.

It adjusts for the acquisition costs per participant, it adjusts for changes in savings per measure, and it adjusts for the net-to-gross assumption.

Now, that's different than what in my experience exists in other jurisdictions.  In fact, I am not aware of a single other jurisdiction that makes any adjustment to savings goals or even locks in assumptions about the costs of customer acquisition or participant acquisition.

There are certainly jurisdictions that lock in savings assumptions, but it's important to understand that they only do that for more mass-market type of measures that are included in the technical reference manual.  They do not do it for custom measures.  And in Enbridge's case something like three-quarters of its savings are coming from custom measures, so the TAM would go farther in that regard than what other jurisdictions do.

And also sometimes other jurisdictions, while they lock in those assumptions, they only lock them in for one year at a time, and as opposed to for the full planning cycle.  I believe that is the case in Michigan, for example.

Some jurisdictions also do lock in net-to-gross assumptions, whether they do that one year at a time or if the whole plan varies by jurisdiction.  But the bottom line is that the target adjustment mechanism is far more wide-ranging than the examples that Mr. Weaver referenced in the parenthetical in his presentation in terms of its efforts to kind of mitigate the utility's risk.

MR. POCH:  This morning there was a long exchange between Mr. Murray and Mr. Fernandes about what Mr. Murray was asking, if you could characterize the effect of the target adjustment mechanism as offering a perverse incentive.

Can you comment on that in its totality?

MR. NEME:  Well, I believe that the hypothetical examples that Mr. Murray was walking through illustrates the target adjustment mechanism can create perverse incentives, and the real question is, to what extent would the company act on those.

MR. POCH:  All right.  Now, there was a discussion on Monday where Mr. Mondrow posed questions to Enbridge, and he appeared to suggest that because large-volume customers are sophisticated and have high energy bills they will pursue all cost-effective efficiency on their own and therefore they don't need the utility efficiency programs.

Whether I have paraphrased that or not correctly, do you agree with that observation?

MR. MONDROW:  Sorry, Mr. Chairman, I am going to interject, please.  It is Ian Mondrow, counsel for IGUA.

MR. JANIGAN:  Go ahead, Mr. Mondrow.

MR. MONDROW:  Thank you, Mr. Chairman.

This is a brand-new area of enquiry and evidence that Mr. Neme has not opined on in this proceeding to date, and we have had no notice of it.  I suggest Mr. Poch move along.

MR. JANIGAN:  Mr. Poch.

MR. POCH:  I am not aware that that is a rule here.  I think we have Mr. Neme's expert -- expertise available to the Board.  This is a matter that has come up that Mr. Mondrow raised on the record.  I am just asking if these experts have any comment.  I don't see -- I think it would be helpful to the Board.  If Mr. Mondrow then has any cross, he could ask for the opportunity to do that.

MR. MONDROW:  Well, Mr. Chairman, we have had no evidence on this.  It is not covered in the Energy Futures Group report.  Obviously, if there is evidence led now we will have no chance for discovery.  I will have no opportunity to marshal responding evidence.  I won't even have a chance to look things up.  I think it is completely procedurally and substantively unfair, frankly, and Mr. Poch should know better, with all due respect.

MR. POCH:  Mr. Janigan, I am in your hands, whatever you feel is helpful.

MR. JANIGAN:  Well, I think, Mr. Poch, Mr. Neme is being asked to respond to evidence that has arisen in the context of this proceeding and to give his opinion on that.

You are correct, Mr. Mondrow, that he hasn't filed evidence on that point.  But it is not unfair, in this circumstance, when any evidence comes up that touches upon the DSM program in terms of potential reform to that program or changes to that program, it is not unfair for Mr. Neme to give his position on that, and certainly when you cross-examine Mr. Neme you may raise that with him.

MR. MONDROW:  Mr. Chairman, if I might, and with great respect, while I don't disagree with anything you have said, the issue was not brought up in my cross-examination.  The issue was embedded in the Enbridge Gas Inc.'s pre-filed evidence.

There was information about mixed customer -- large-volume customer reaction.  There was information about a large-volume, including GFG and industrial -- large-volume industrial customers -- that is gas-fired generators, I apologize -- concerned that the program was not helpful.

My cross-examination picked up on that.  This is not a new issue.  Mr. Neme has opined on this in past proceedings.  GEC and Environmental Defence chose not to have him opine on it in this proceeding until today.  We are almost done the oral hearing, and for the first time in this proceeding Mr. Neme is being asked to offer his opinion on a topic that has been live since the start, it is in the issues list, and he has not addressed, and with great respect I have to object.  I think that is completely procedurally unfair and inappropriate.

Thank you, sir.

MR. JANIGAN:  Your objection is noted, Mr. Mondrow, but  we will allow the question.

MR. POCH:  Thank you.

MR. MONDROW:  Thank you, sir.

MR. POCH:  Mr. Neme, if you could give us some of your thoughts on that.

MR. NEME:  Sure.  As Mr. Mondrow noted, I have testified before this Board on this topic in the past.  And I think the basic conclusion that I would offer is that it is highly likely that there are substantial amounts of cost-effective energy efficiency that will not be pursued by large customers.

There are numerous studies that have taken place over decades that show that large industrial customers, as sophisticated and as large as their energy bills are, routinely leave unaddressed significant energy savings potential.

There's a mixture of reasons for that.  They tend to only want to focus on measures that have a one- to two-year payback, is one important one.  There is also sometimes competition for capital, and there can be competition for retention.

Understandably, facilities managers, their primary concern is making sure that their operations are running smoothly and their product is being produced, and, you know, that always understandably takes precedent.

There is also the situation where individual businesses may not be aware of all of the energy savings opportunities that might be before them.

I would note that this is not just my opinion.  I think this is kind of common knowledge within the energy efficiency industry.  And in fact, one of the examples that Mr. Mondrow walked the company through with his compendium on Monday included an illustrative example.

I believe the company was called Glencore.  Mr. Mondrow showed their 2021 climate report and a marginal carbon emission abatement cost curve, and you can see, if you look at the different components of that cost curve, that there are -- that there would appear to be a number of efficiency measures in it that had negative costs, sometimes very negative costs per tonne of carbon, as low as negative 250 dollars per tonne of carbon reduced, which suggests that those measures are cost-effective without even any consideration to the carbon emission reductions benefits.  But to date, they have not been pursued.

So I think that is kind of supporting evidence for the point.

MR. POCH:  Now, what about the argument that the situation has changed, gas costs are going up?  Carbon tax is adding to gas costs, so these companies have a more compelling case to pursue efficiency on their own than they might have been when you last testified about this.

MR. NEME:  Well, I think it is important to kind of take a step back and put this into context.

About 15, 16 years ago, we had gas commodity costs that were in excess of 40 cents a cubic metre.  In today's dollars, it would be approaching sixty cents a cubic metre, which is higher than current commodity costs plus the cost of carbon.  In fact, it is higher than current commodity costs plus the cost of carbon and it will be 170 dollars a tonne in 2030.

And yet when we had those very high gas prices 15 years ago, studies were still repeatedly showing that there was large untapped efficiency potential in the -- among industrial customers.

I think as prices go up and there's -- and the carbon tax continues to increase, I think it is reasonable to assume that these customers will pursue more energy efficiency, probably in part because more of it will show up as having a one to two year pay back.  But I think it is equally true that history suggests that there will still be untapped cost-effective savings.

MR. POCH:  All right.  Let's turn to another matter.  Mr. Grochmal suggested that the company would not require heat pumps as part of hybrid systems to be cold climate models, in part because the company was concerned that there were too few major manufacturers of cold climate models in the little part of the list that he was referring to.  Can you comment on that decision and rationale?

MR. NEME:  Well, first I think the rationale is a little bit of a red herring.  Energy efficiency partnerships, sometimes known as NEEP, has for a number of years now -- I am not quite sure exactly when it started five, six, seven years ago -- had a specification.  In fact, their specification for cold climate heat pumps is the one that is now commonly used across numerous jurisdictions in North America.

They collect data from manufacturers who want to demonstrate that their heat pumps meet the cold climate standard, which is currently defined as being able to produce a hundred percent of your name plate capacity at five degrees Fahrenheit, which is about minus 15 Celsius.

And at a certain efficiency rating.  The NEEP database of cold climate heat pumps contains more than 5,000 different models.  I went in and searched it; it is searchable.  Looking just for centrally ducted cold climate heat pumps and narrowing the search just to units that were between three and three and a half tonnes of capacity, and found over 500 models.

Not only that, it was from a wide, wide range of Manufacturers: Mitsubishi, Fujitsu, Lennox, Trane, Carrier, Rheem, York, Samsung, Goodman, and many, many others.  There are products from every major manufacturer and if not every, then the overwhelming majority of major manufacturers of heat pump technologies that meet the cold climate specification.

So that is the concern about whether there is a broad enough range of manufacturers that have products available.

Beyond that, I would be really concerned in a climate like Ontario's about a program that is promoting hybrid heat pumps that's not requiring cold climate models.

There are many heat pumps that are unable to produce heat at all once you drop below freezing.  In Ontario's climate, that could mean that the gas furnace is now no longer truly a quote-unquote backup system, but it could be meeting depending on where you are in Ontario, 40 or 50 percent of your heating load with the heat pump only operating, you know, at above freezing.

Plus, those heat pumps that can't function below freezing or even a little bit lower than that are widely available, at least in parts of North America.  They're produced in the millions.  They don't need market development in quite the same way that the cold climate models do, which are much newer technology and much more recently introduced to the North American market.

And in the long run, given the types of carbon emission reductions that are going to be required, it would be really problematic to develop a market for heat pumps that don't function below freezing in lieu of developing a market for ones that can function at much colder temperatures.

MR. POCH:  Thank you.  Thank you, Mr. Chairman, and the panel is available for cross-examination.

MR. JANIGAN:  Thank you, Mr. Poch.  I believe that SEC is first up.  Mr. Shepherd?

Cross-Examination by Mr. Shepherd:

MR. SHEPHERD:  Thank you, Commissioner Janigan.  I actually only had one area to cross on.  But now with your new large-volume evidence, now I have two.  Mr. Neme is smiling because we debated this very issue one-on-one many times.

So in the large volume, what you are saying as I understand it is large volume customers, the IGUA members, are not pursuing all of the efficiency measures they could.  Right?

MR. NEME:  They're not pursuing -- well, yes, but I would need to caveat that to say all of the efficiency --cost-effective efficiency measures that they could.

MR. SHEPHERD:  Okay.  But surely the issue is not whether they're pursuing them, but whether the utility can change that.  Isn't that the real issue?  The utility only has a program if they can have an impact.

MR. NEME:  Oh, sure.  If the utility's program is producing no impact, then it is wasting money.

MR. SHEPHERD:  All right.  So those companies, their hurdle rates, their payback periods, they don't change because the utility is involved, do they?

MR. NEME:  No.  Not that factor, no.

MR. SHEPHERD:  And the utility isn't providing enough money to make a significant impact on the payback period.  Is that true, generally?

MR. NEME:  Well, I would say two things about that.  One is it's not always just about the money.  There are a variety of other things that the utility can bring to the table, including technical expertise that can be valuable and help some customers adopt measures that they otherwise wouldn't.

I will give you an example...


MR. SHEPHERD:  Sorry, can I just stop you for a second, because I will get to expertise.

MR. NEME:  Okay.

MR. SHEPHERD:  Let's just deal with the money.  They're not providing big enough cheques to make a material difference in payback or hurdle rate.  Right?

MR. NEME:  The incentives that the company is currently offering -- well, it is challenging because the company isn't offering incentives per se.  We have the context, we have a self direct program.  So there is a chunk of money available to customers to make investments in efficiency measures.

Whether the -- it is hard to answer your question, because unlike with their like custom industrial program where they say you can get a certain amount of money per cubic metre saved, I don't believe that that's the case with the way the self direct program is structured.

So I don't know that the answer to your question is -- can be answered affirmatively.

MR. SHEPHERD:  Well, what's happening right now is basically the company gives -- pays in rates a million dollars, let's say, and gets back half of that to spend on the projects they were going to spend on anyway.

MR. NEME:  I believe the number was -- that I heard and I can't confirm this myself is 72 percent.

MR. SHEPHERD:  Okay.

MR. NEME:  Some of that that is kept may be going to low-income customers.  I am not a hundred percent positive about that.  But in any case, the companies are putting money into the system.

They have the ability to use something less than what they put in to contribute to the cost of different efficiency measures, and then the question is, are they -- is the program structured so that they are essentially able to just use the money for what they would have done anyway or does -- or is the program designed in a way that it would encourage more often that the dollars would be used for measures that they might not have otherwise implemented.  

And that is a program design issue rather than something that is inherent in the types of customers we're talking about.

MR. SHEPHERD:  And so now you raise the question of expertise, which I diverted you away from but promised I would come back to.

Do you believe that, generally speaking, the energy solutions advisors at Enbridge have more expertise in energy issues relating to these big customers and their businesses, generally speaking?

MR. NEME:  I think it is a complicated question.  I can't speak to Enbridge's solution providers directly, because I don't know them personally and I don't know how wide-ranging their expertise is.  But I will try to answer the question more generically.

There are -- it is -- it should be abundantly clear that a facility's manager at a large company will have knowledge about their own operations and therefore some efficiency opportunities that -- that a utility staff person or even a kind of a more wide-ranging kind of expert engineer that they could bring to the table would have.

The facility's manager will and the facility's engineers will be able to identify things that are efficiency opportunities that those other folks the utilities have hired or have in their employ will not.

But I think it is also -- the converse is also true.  It is kind of like the difference between breadth and depth.  Because solution providers deal with many different customers, they may learn of things from that breadth of experience that will have applicability in an individual facility that somebody who has the great depth of knowledge about that individual facility but not the same breadth of experience working across businesses might not have.

So I think there is kind of overlapping expertise here, and each will have more than the other in some respect.

MR. SHEPHERD:  So the ESA, the energy solutions advisor, still might have a good idea.  Even though they're not an expert in Dofasco's business, the steel business, they still might have some good idea, because they saw a chemical company do something and think, well, maybe that would work in steel.

MR. NEME:  Sure.  Or even because they saw something in a different steel company, yes.

MR. SHEPHERD:  Okay.  All right.  And then two other things about this.  You talk about the situation changing in terms of dollars, but my perception is when we saw the Glencore plan and we saw the ArcelorMittal plan, those plans are not about dollars, primarily.  Those plans are about the public requiring them to do it, their customer saying, you have to do this stuff.  And so they're doing it.  Isn't that right?

MR. NEME:  It is hard for me to speak exactly to the motivations behind those plans.  I will only say that some of those kinds of pressures generically have been around for a long time.  They aren't new to 2022.

So it's -- I would agree that, you know, the world is changing and the situation is a little bit different now than it was in the past, and that that might have some impacts, in terms of how much more a customer might -- a large customer might be interested in doing now than they were 10 years ago.

But if the question is, does that completely change everything so that they would do everything and that there's nothing else the utility -- a well-designed, I should say, utility program can accomplish, I would be sceptical that that is the case.

MR. SHEPHERD:  You are not convinced that the Enbridge program as currently designed is well-designed, are you?

MR. NEME:  No.  I'm not.

MR. SHEPHERD:  Good.  And -- oh, and one other thing about this.  The free ridership rates on the direct volume, the direct access program, they're very high.  Right?

MR. NEME:  Yes.  I believe the net-to-gross for that program is about 15 percent.

MR. SHEPHERD:  Excellent.  Okay.  So now back to our regularly scheduled programming.  I have just -- I just want to ask about one area, and that is, you sit on the evaluation advisory committee right now, right?

MR. NEME:  I do.

MR. SHEPHERD:  And are you also on the IRP working group?

MR. NEME:  I am.

MR. SHEPHERD:  Okay.  And you have actually been on audit and evaluation and advisory committees of various types in Ontario for more than 20 years.  Right?

MR. NEME:  I think maybe with the exception of one year I was on at least one of the two audit committees for Enbridge and Union and/or whatever equivalents they have evolved to since the year 2000 or 2001 when they first got started.

MR. SHEPHERD:  And in fact, your CV says that you have been in this industry for 25-plus years, but that is out of date now, right?  Isn't it 35-plus years now?

MR. NEME:  It's probably close to 30.  It depends on how you define this industry, but, yes.

MR. SHEPHERD:  So the evaluation and audit committee has experts on it that have a lot of experience in the area of both evaluation, but also how programs are designed, how they're implemented, things like that; isn't that right?

MR. NEME:  Sure.  And I would even say that there is a little bit of a kind of false distinction between expertise and program design and expertise in evaluation, because one of the purposes of evaluation is to inform program design, and so folks who have evaluation expertise often know a decent amount about program design.

MR. SHEPHERD:  What do you think about the possibility of expanding the scope of the evaluation advisory committee or having a new committee of the same people, let's say, it doesn't matter, to also cover program design and implementation, as -- either in an advisory role or in a supervisory role, so that Enbridge has somebody to talk to and answer to in their program -- in their implementation of these programs?  What do you think about that?

MR. NEME:  Well, I think there could be some value to having that kind of committee in an advisory role.  I would be hesitant about the supervisory role, because that implies that the committee now has some form of ownership over what the utility does, and ultimately it needs to own its program design and implementation decisions, but in an advisory role I could see that having some benefit.

There are numerous jurisdictions in which I work or my colleagues work where they have kind of ongoing regular collaborative or committee meetings where the utilities give updates on what is going on with their programs, and there is opportunity for discussion about why something is working, why something isn't, why they might want to shift resources from one place to another.  And I think that there's some benefit to that, to the utility and, frankly, to other parties too.

MR. SHEPHERD:  The current EAC has a professor from -- of building science, in fact, from U of T, one of the top evaluation contract experts, Bob Wirtshafter and yourself, that they can presumably preside expert -- provide expertise to assist Enbridge in program design and implementation, right?

MR. NEME:  Yes.

MR. SHEPHERD:  In addition to providing the expertise, are there other benefits to having Enbridge regularly engaging with such a body on program design and implementation?  Benefits in terms of things like transparency or independence or stuff like that.

MR. NEME:  Yes.  As I said, in a number of jurisdictions in which my colleagues and I work, we have these ongoing processes.  In Illinois we used to meet monthly, the stakeholder advisory group, and it now meets quarterly as kind of a broad group, but there are some sub-groups that meet more frequently as well on very narrowly focused topics that can come and go.

I think there are advantages in terms of transparency, in terms of other stakeholders understanding what is going on.  And I suspect that there may even be value to the company in needing to periodically be prepared to kind of explain what is happening to a broader group.  That kind of self-reflection that would be necessary to prepare for that might have some benefits too.

MR. SHEPHERD:  So when this kind of structure is well-designed, in other jurisdictions it has worked, right?

MR. NEME:  Yes.

MR. SHEPHERD:  It's been successful.

MR. NEME:  Agreed.

MR. SHEPHERD:  Okay.  Thank you, Commissioner Janigan and other commissioners.  That's -- those are my questions.

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

Next we will call on Pollution Probe.  Mr. Brophy.
Cross-Examination by Mr. Brophy:

MR. BROPHY:  Thank you, Commissioner Janigan.  Hello, Commissioners and panel.  My name is Michael Brophy.  I am here today on behalf of Pollution Probe and I have a couple of questions that I might as well just jump into.

I guess, you know, similar to Mr. Shepherd, the discussion earlier today on the large volume also echoed in my head.  You probably weren't there for the day one panel with the large volume expert from Enbridge, but they outlined a bunch of other things beyond incentives that benefit large customers -- or pretty much any customer to be honest, but large as well.  Audit expertise that kind of thing.

I remember several large customers that had highlighted, you know, in their employee news and things they almost forget sometimes about the big cheque that comes, you know, or the cheque at all.  They will highlight it and use it as a PR internal to get the culture to change to kind of use it to get, you know, more buy-in from their executives, et cetera.

Have you seen that kind of tactic used elsewhere as well where you, you know, it is not just, you know, the incentives, but using kind of helping the staff at some of these larger companies, you know, a press-op where you are handing over the cheque, they take the picture and put it in a newsletter, that kind of stuff.  Is that something you have seen that is effective?

MR. NEME:  I have certainly seen examples of that.  It depends on what you mean by effective.

But I guess the point I was trying to make earlier is that while financial incentives are important, they're absolutely important and how they're structured is really important, and what you are allowed to use them for is very important.

But there are other things that matter, too, and technical expertise is one example.  And, you know, I started to give an example before we went off in a different direction, but a friend of mine, who has worked for many years for the organization that runs efficiency in Vermont, for example, is a account manager that is responsible for interacting with a number of large customers.

He told me a story a number of years ago about before he goes and meets with them, he periodically looks at their billing data and this is an electric program so he was looking at, you know, hourly A and I data, and saw that their consumption didn't change very much during the times of day and week when he was expecting them to, you know, have their assembly line shut down, for example.

So he went and talked with them and discovered that something had gotten messed up in their shutdown procedures and was able, with very little cost, to help them see that there were major savings to be had.

And this is a Fortune 500 company.  So it's not like, you know, Joe's Hardware Shop.  So that is -- you know, that is just one anecdotal example, but to make a more -- it was electricity rather than gas.  But I think it just underscores the general point that there is a range of things, if it's well designed, that a program targeted to large customers can bring to the table.

MR. BROPHY:  Okay.  Thank you for that.  So just to get on to the questions that I have, I will just ask Ms. Adams to pull up the engagement principles.  It is Pollution Probe IR SBUA, appendix A, if that is available.  And if that is going to take -- okay, perfect, that's very quick.

I am having trouble not using IESO as the acronym, but I think it was discussed earlier.  It is the Independent Electric System Operator.  They're the ones that are the hub for CDM and a lot of other things in Ontario.

So over the past few decades, they have been doing this continuous improvement and one of the things is the Engagement Principles that are here.

So I am just going to go quickly through them.  I think there is five.  So we can just scroll down: analyze opportunities for engagement, ensure inclusive and adequate representation, provide effective communication and information, promote openness and transparency, provide effective facilitation, communicate outcomes, and measure satisfaction.

I think you may have seen these in the IRP proceeding, you know, that it was generally accepted by all of the experts that, you know, this was in the range of best practices and was valid.

So I just wanted to, you know, what we're a year, year and a half maybe two years later, do you believe that this is in the range of best practice for Ontario stakeholder consultation?

MR. NEME:  Sure.  At a high level, these kinds of categories of concerns seem like, you know, very fundamentally could hold a stakeholder engagement.

The devil is always in the details.  But as a statement of principles, yes.

MR. BROPHY:  Obviously, it is always on implementation as well.  So I am just going to move on.

There was an issue -- I don't know if you were on the line right before your panel was introduced, but there was some discussion with the Enbridge panel and Mr. Fernandes had pulled up a GEC reference.  I won't ask for it to be pulled up, but GEC had asked for an estimate of the costs from the IRP proceeding and Enbridge was pulling that up as an example on, you know, what these proceedings might cost.

So you know, on that one, you know, of course Enbridge indicated it doesn't track its own costs so it is not in there.  But the total is around 1.14 million in costs for the IRP proceeding.

I guess, you know, the implication was that maybe the DSM proceeding may be around the same.  I am the not sure.  But when I did some quick math on what I saw this morning, that seems to be about 1/10th of one percent of the funds that Enbridge is asking for in this proceeding.  And of course a much smaller amount of the benefits we hope to get from the DSM plan.

So you have been involved in a lot of these proceedings, both in Ontario and other jurisdictions.  Do you think that this process is on track for what should be looked at in relation to DSM plans?  Or do you think it is way too much?  Way too little?  Where does it sit in the reasonableness range, based on your experience?

MR. NEME:  Mr. Brophy, are you asking me whether the regulatory proceeding thus far that we have been engaged in is kind of par for the course in terms of my experience with how these processes work in other jurisdictions --


MR. BROPHY:  Yes.

MR. NEME:   -- or relative to the value of the information being exchanged?  Can you clarify what your question is?

MR. BROPHY:  Well, I think it's -- yes, is this in line, or I guess you used the word par for the course.  I think what the Enbridge panel is trying to say is it is way too much.

I remember not long ago multi-year DSM plans used to be three weeks of hearings; now we're down to one week.  So right there is a 66 percent kind of efficiency, I guess.

But I just thought, you know, you have a lot of experience in these.  Is this in the suite spot?  Is it in the range?

MR. NEME:  Well, let me answer it this way.  As you noted, the stakes here are quite substantial.  The amount of money being proposed to be spent on DSM over the next five years kind of dwarfs the dollar figure that you have put up.  I don't know how representative that is of the cost of this proceeding, but it dwarfs the number of the proceeding for the IRP case.

Even just a couple of changes to the shareholder incentive mechanism could have a greater effect on dollars ultimately paid by ratepayers than that amount of money.

And as you noted, the company has estimated that the benefit cost ratio for this set of programs is in excess of three to one.

So if you look at the magnitude of the economic benefits, it dwarfs the kind of costs that we're talking about even more.

Given all of that, and given the stakes not only in terms of the opportunity to reduce customers' bills, but also kind of the truly present climate crisis and the need to begin very quickly adapting or modifying investments to address it, a significant investment along the lines of what we're experiencing in this proceeding seems appropriate to me, and not, you know, wildly out of -- or wildly in conflict with what we see in other places.

I will say, however, that the company has a point about, you know, the fact that there's been a couple of one-year kind of place-holders before we kind of got into this -- this case.  And in an ideal world we would have the policy framework set up in advance of the company filing a plan, as opposed to the company planning the proposed framework along with the plan.  I think that could expedite things in the future.  I think Mr. Fernandes suggested as much in response to some of the questions from the commissioners.

MR. BROPHY:  Okay.  No, that's very helpful.  Thank you.

I only had one other question.  It is a slight change in gears, but I will start.

So, you know, again, you know, throughout this proceeding there's been a bunch of issues, and there's this apparent conflict in my mind that has been growing even today, actually, from some of the things I have been hearing, and I think you're well-positioned, based on your input on the programs and portfolios, to be able to, you know, tell me if there's an answer or best way to resolve it.

So the apparent conflict is, you know, Enbridge has mentioned several times that, you know, they shouldn't be micro-managed, and I guess I am, you know, I'm not sure exactly what that term means, but give them freedom to operate as the program administrator.

And then on the other side of the coin, they have also indicated that they need more precise direction on a variety of DSM issues in order to go forward and operate and mitigate risk of disallowance, I think they said, or, you know, things like that.

So, you know, things like that would include, I think one that came up today is whether Enbridge should only provide DSM incentives to customers that commit to using natural gas as their primary heating fuel.

To be honest, I didn't even know that that was a condition in some of the programs, but -- and it came up, I think, in relation to air-source heat pumps, because if you are using that, the gas is no longer the primary, so then do you kick get kicked out, and so it can get confusing fast.

So I guess the question I have is, when you look at all these rules and things that are needed, including, you know, the stuff I think Commissioner Zlahtic had asked Enbridge to put in their submission so it can be more clear on the direction they need, how much of that do you think can go into the DSM framework guidelines and -- because, you know, the guidelines are generally higher-level stuff, and then how much, you know, has to then be dealt with at the nitty-gritty, you know, more program-level in this proceeding and decision and I guess the midterm if the same things are coming up in the midterm.

So where do they best fit and -- because, you know, I guess that helps us all if we're supposed to be giving opinions on some of these things, if we should be saying, oh, you know, when the OEB updates and modifies the framework document, put it in there.  Or maybe it shouldn't.  So I don't know if you have any thoughts on that.

MR. NEME:  Well, I think there are clearly some policy questions that have come up in this proceeding, and their resolution probably should be documented in a policy framework.

And then there are some more nitty-gritty program-specific things that would probably be best addressed in a decision regarding certain elements of the programs being proposed.

It is hard to know in the abstract how to answer the question about, you know, where that dividing line is, so the Board will have to wrestle with that, but I think there's probably decisions that fit into both buckets.

MR. BROPHY:  Okay.  That's where my head was leaning, unless I hear something better, is take our best guess, and then to the extent that the OEB thinks it should fit in a different, you know, bucket like the framework versus, you know, details in the decision, then they just move it, 
so -- thank you for that.  I am just -- I am going to finish up, and thank you very much.

MR. JANIGAN:  Thank you very much, Mr. Brophy.  Can I ask Mr. Quinn from the Federation of rental property owners to go next.

MR. QUINN:  Yes, thank you.


MR. JANIGAN:  Can we adjourn to ten minutes after 1:00, please.
--- Recess taken at 12:58 p.m.
---upon resuming at 1:12 p.m.

MR. JANIGAN:  Thank you very much.  We will resume with Mr. Quinn.


Cross-Examination by Mr. Quinn:

MR. QUINN:  Yes, thank you, Commissioner Janigan, and good afternoon to you and Commissioners Zlahtic and Moran.  Good afternoon to you, Mr. Neme and Ms. Sherwood.

I wanted to cover a couple of areas related to third-party provision of program administration for DSM programs.

Before I get started I would like that a FRPO compendium for GEC panel revised -- thank you, Ms. Adams --if that could be marked as an exhibit, please.

MR. MURRAY:  Mr. Quinn, that will be Exhibit K4.2.
EXHIBIT NO. K4.2:  FEDERATION OF RENTAL-HOUSING PROVIDERS OF ONTARIO COMPENDIUM FOR PANEL 5


MR. QUINN:  Thank you very much.  Mr. Neme, in the technical conference we had a discussion about your knowledge of other jurisdiction initiatives to provide frameworks to allow provision of DSM program administration by third parties.

If we could show the first page after the cover, which would be page 2 of the PDF, please, Ms. Adams, and there is not a lot of detail I want to go through here.  But specifically we're seeking an understanding of what the basis for decision making regarding who is best equipped to provide these services.

And Energy Futures Group were good enough to provide the Board with an undertaking that provided background and references to the efforts of New Jersey to study an implement a hybrid approach where responsibilities are divided between the utilities, staff and a collaboration between the two.

To provide clarity to the Board, I would like to summarize the two references as being -- the second one being the straw man produced by the New Jersey board staff for comment, and the first reference is the New Jersey board, after receiving comment from parties including utilities, approving the straw proposal with little change.

Is that an accurate summary, or could you say it more effectively, Mr. Neme?

MR. NEME:  I think you summarized the nature of the two documents correctly.  I will just say that I haven't gone back and looked at it to try to catalogue exactly how much changed between the straw proposal and what was ultimately adopted by the board.  So I don't want to comment on that piece of it.

I will say, however, that clearly the notion in the straw proposal that some programs would be run by the utilities alone, some by contractors hired by the regulator, and then others jointly is accurate.

MR. QUINN:  Thank you.  That's all I need at this point, thank you.

Ms. Adams, if you could move forward to page 12 of the PDF.  I think that is the easiest way to reference it.  Thank you.  If you could expand that area around the highlighted portion.

In the executive summary of this paper, the second paragraph under cost recovery starts with:
"Traditionally, utilities are able to earn higher profits by increasing sales or building more infrastructure.  Energy efficiency may reduce the ability of the utilities to sell gas or electricity.  This creates a clear conflict between the utility financial objectives and energy efficiency goals."


Stopping there, from an economic perspective, does Energy Futures Group agree with that statement?

MR. NEME:  Yes, absent substantial enough financial incentives tied to performance on energy efficiency or other distributed resources.

MR. QUINN:  Thank you.  So in your experience, have you seen regulators accept this statement and try to ensure the framework designs take this conflict into account?

MR. NEME:  Sure.  That's happened in different ways in different jurisdictions.  But yes, that is well understood.

MR. QUINN:  Great.  Thank you.  So Ms. Adams if you would move forward to page 23 of the PDF, the bottom of page 23 and the top of page 24, if that could be on the screen, that's great.  That is the highlighted section. Thank you very much, Ms. Adams.

Now, I appreciate this is a jurisdiction in the state of New Jersey, which would have differences with our jurisdiction.

But the highlighted sections proposes that the state 

-- this is under the section of the state portion:

"The state," it says, "is also ideally suited to deliver these programs serving certain customer categories, such as governmental entities, or including certain market transformation activities."


Stopping there, is it your experience that other jurisdictions have considered having entities other than the utilities lead market transformation programs?

MR. NEME:  Yes.

MR. QUINN:  Okay.  So New Jersey is an example and they focussed on, if I may, the strengths of the utility to deliver, the state to deliver, or where a hybrid might be more effective.  Is that a fair summary?

MR. NEME:  Yes, it is.

MR. QUINN:  Okay.  Thank you.  That is just what I need at this point, but I know you have experience in other jurisdictions.  I also understand that experience is wanted elsewhere and you are going to catch a plane, so I am just going to move us straight through to page 96 -- please, Ms. Adams -- of the compendium, please.  Thank you.

So the document -- if you would just show the top, please, Ms. Adams, for a moment so we orient ourselves.  This document is taken from the California public utilities code and it provides a different concept in third party provisions, specifically a community choice aggregator.

Are you familiar with this type of third-party provision?

MR. NEME:  I am familiar with it, to the extent that I know what a community aggregator is and I understand that they have been given some role in California, or at least the potential for some role in delivering efficiency programs.

However, I am not intimately familiar with the details of how this -- of the nature of their involvement in California.  I haven't followed some of the California programming as carefully as in other jurisdictions.

MR. QUINN:  Understood and accepted, and I appreciate it.  I respect the way you provided your answers, Mr. Neme.

So on this initial page, it provides the criteria under the California law that allows for, as it is highlighted in section C, a community choice aggregator and their eligibility.

And what the commission requires of this administrator, I think you would see that.  But very specifically, if we move on to the next page, it lays out some of the criteria that the commission will be considering and assessing in providing opportunity for third parties to aggregate demand and to bring programs to a specific area of the market based upon this criteria.

And knowing that you have qualified that you are not as familiar with it, I will give you a moment to read that.  So I am not talking over your reading, I provided this excerpt to understand how California considers the opportunity to third-party providers.

Specific to Enbridge's proposals on the use of heat pumps under its proposed low carbon transition program, do you see opportunity for third party providers reducing or eliminating the concerns parties may hold with respect to the economic conflict discussed earlier?

MR. NEME:  As I think we suggested in our report, conceptually it would be ideal to have a third party that does not have a vested interest in which fuel is being used in a home or business to be involved in putting measures that might ultimately be needed to reach the provinces' and country's emission reduction commitments to address climate change.

And obviously heat pumps would be one aspect of that.  So at least conceptually, I agree with that.

MR. QUINN:  Okay.  Had we had more time, I would love to ask more specific questions.  But I respect at a high level you have answered our questions and I will leave it at that.

Thank you, Mr. Janigan.  Those are my questions.

MR. JANIGAN:  Thank you, Mr. Quinn.  I would like to call on the Building Owners and Managers Association for their questions.

MR. JARVIS:  Yes, thank you, Commissioner, and good afternoon, Mr. Neme and Ms. Sherwood.  There is one question I would like to get your thoughts on.
Cross-Examination by Mr. Jarvis:

Ms. Adams, could we turn to page 55 of the BOMA compendium, please.  This is just a kind of remainder of where we came into this.  We had asked two interrogatories, and you were good enough to respond quite fully to both.

And the first was -- the first one was around measurement of savings at the meter, and I found your response very helpful, and the conversation earlier this week with Mr. Johnson, I think we're satisfied everything is on the record for that one.

Could we just scroll down a moment, please, Ms. Adams, to -- the secondary response is the one that I welcome your thoughts on, because there is some new knowledge -- no, sorry, just the second paragraph.  There we go.  Right there.  Right there.

So response to strategic energy management.  The idea of whole portfolios of buildings rather than projects in individual buildings.  So this is an area that is of great interest to us right now, because we -- our members typically have portfolios.

Could we go just one time to slide -- to page 32, please, Ms. Adams.  And I know that you have seen this already, Mr. Neme, so I won't describe it in detail, but essentially the story here is looking at one year of year-on-year savings results over the schools in Ontario.  This is all school boards across the province.

Roughly one-third of them showed savings, only some of which are attributable to DSM programs.  About one-third didn't change.  So the group in the middle, the plus or minus 5 percent, no real change in natural-gas consumption.  And on the left-hand side, about one-third of the schools showed significant increase -- increases in natural-gas consumption.

The concern, therefore, being that that particular year overall there was a net increase in gas use despite the best efforts of [audio dropout] to make savings.

So my question is, are you seeing these kind of trends elsewhere in North America?  Are you seeing this as being representative of what happens?  Is this Ontario only?  These kinds of variants and variability across building types, are you seeing that elsewhere?

MR. NEME:  I think it is, to some extent, universally true that across certain categories of buildings from year to year you will see some that have consumption go down and some go up even on a weather-normalized basis, and I am not sure whether these numbers are weather-normalized or not.

MR. JARVIS:  Yes, these are entirely weather-normalized, yes.

MR. NEME:  Okay.  There are occupancy and other things that can change from year to year, even in schools and commercial buildings, that can cause consumption to go up or down.  But there are also behavioural things that can cause that to happen.  The facilities manager may change, or they may become less available, or they may be asked to do -- they may have other things put on their plate that they didn't have to worry about so they paid less attention to the energy bills.  Or they have things taken off their plate so they can pay more attention to energy bills.

You know, the world is a dynamic place, and so it is absolutely true that these kind of variations do occur.

MR. JARVIS:  So if I can pick up on that, the early investigations into what is happening with these buildings is that the bigger changes are operational, things like the principle is cold and [audio dropout] the custodian and say, I am cold,  and the automatic reaction is to switch the air-handling unit to manual or service contract to switch it for service and forget to turn it back or a damper will fail or a control valve.  They're operation and maintenance kind of issues that, once they have gone wrong, tend to stay wrong.

Has that been experienced elsewhere?

MR. NEME:  Yes.  And frankly, not just with commercial buildings.  It often happens in residences too.

MR. JARVIS:  Yes.  And with that in mind, have you seen signs of utilities adopting DSM programs around what we're coming to call strategic energy management?  It's a direction the IESO is going right now, where the utility will help the owner of a portfolio of buildings to deal with the management issues and the maintenance practices and, you know, how they run the portfolio as opposed to retrofits or particular technologies involved.

Have you seen a take-up of those kind of programs in other jurisdictions?

MR. NEME:  Yes.  I think there's been a growing use of the concept of strategic energy management over the last decade or so across North America.  It's been most heavily focused on industrial customers, but I think it is starting to move into commercial customers or at least some sub-segments of the commercial market as well, in some cases augmented by new software products that have been developed to help on a more expeditious and low-cost way, track how consumption is changing and what it is correlated to and the ability to provide feedback to customers in that way.

MR. JARVIS:  That's very helpful.  Obviously this information comes from analysis of the publicly reported data in Ontario.  So we can actually access data for all schools and all of the hospitals and so on.

How many jurisdictions that you are working in or aware of have that kind of open availability of publicly reported energy data from year to year?

MR. NEME:  I'm not sure.  I am not aware that it is publicly available at the state level, for example.  But there are a growing number of cities that have adopted benchmarking requirements, energy consumption benchmarking requirements, for buildings above a certain size, and those data are available, or at least the benchmark scores are available.  Whether the actual consumption data are or not, I suspect they're not as universally available as the scores are, but there is some movement in that direction, at least.

MR. JARVIS:  Yes, and we looked at the equivalent data for the schools in Syracuse, which was very interesting to compare Syracuse school district with all of the school boards in Ontario.

Final question.  When you were seeing annual -- annual reporting, public reporting of data, are you aware of any jurisdictions that right now are reporting annually on actual savings from year to year, again, weather-normalized, adjusted for material variances?  Is there a trend in that direction that's been advocated by a couple of people in Ontario?  We need a scorecard each year to say, are we making progress with schools, with hospitals, with commercial offices and so on.

MR. NEME:  I haven't looked at that question carefully enough to kind of give you a definitive answer.  I vaguely recall that the city of New York that has had benchmarking requirements for commercial buildings in place for some years has done some evaluation of how those scores and how energy consumption may have changed once that benchmarking was required, and found there to be some savings, because the building owners, once they became aware of their performance in ways that they previously hadn't been aware, had begun to make some changes.

They weren't like on average.  They weren't, you know, revolutionary levels of improvement, but there were some improvements, is my vague recollection.

I am not focused enough on the extent to which that's been looked at in other jurisdictions to give you a more definitive answer, though.

MR. JARVIS:  Thank you, Mr. Neme and Ms. Sherwood.  Those are our questions.

MR. JANIGAN:  Thank you, Mr. Jarvis.  I will turn to Enbridge Gas and Mr. O'Leary.

MR. O'LEARY:  Thank you, Commissioner Janigan, and good afternoon to your fellow commissioners.  Can I ask Mr. Murray to mark the Enbridge Gas compendium as an exhibit.

MR. MURRAY:  Yes.  That will Exhibit K4.3.

MR. O'LEARY:  Thank you, Mr. Murray. 
EXHIBIT NO. K4.3:  ENBRIDGE GAS COMPENDIUM FOR PANEL 5.
Cross-Examination by Mr. O'Leary:

MR. O'LEARY:  So let me start and say hello, Mr. Neme.  I am going to ask you a few questions about your discussion with Mr. Shepherd and his suggestion about an enhanced role for the evaluation and audit committee into program design.

So a couple of questions there.  First of all, would it be your recommendation that all of the stakeholders in this proceeding would have representation on that committee?

MR. NEME:  If you are creating a committee, it is usually a subset of and hopefully a representative in some sort of way subset of stakeholders.

There are energy efficiency advisory councils, for example, in the three southern New England states of Rhode Island, Connecticut, and Massachusetts that don't have every stakeholder on them, but has, you know, a subset of stakeholders and environmental representatives, a residential consumer advocates, you know, a business association, some state government agency representatives and so on.

But there are models like in Illinois where there's a open stakeholder advisory group that any interested party can participate in, and it tends to be primarily discussions among the common set of stakeholders that are more actively engaged on an ongoing basis, but anybody can come and ask questions.

MR. O'LEARY:  Well --


MR. NEME:  It depends on which model.  Either model is possible.

MR. O'LEARY:  If one of the objectives of the committee is to reach a consensus, you would agree with me that the more disparate the views on the committee, the harder it will be to actually reach a consensus.

MR. NEME:  Sure.

MR. O'LEARY:  Okay.  And just to understand, because I believe you were talking about program design, so that would exclude a number of things like setting the global budget for a utility's DSM program?

MR. NEME:  The way these processes work in other jurisdictions with which I am familiar is that there is a regulatory process along the lines of the one that we're having now, that establishes the broad parameters of what's going to be delivered including the budget.

And then in the in between years, so if you have a three-year plan, you know, in years one, two, and in the third year you're starting the planning process for the next three-year cycle, in those in between years the discussion is more focussed on, you know, what's being done or what could be refined within that context that was established when the plan was approved.

MR. O'LEARY:  Okay.

MR. NEME:  That said, those three southern New England states, the stakeholders that are involved in those councils or committees are pretty routinely negotiating settlement agreements around what the parameters of the plan are in the first place.

So in those three states, pretty universally what gets submitted to the regulators for approval are consensus documents that involve the input from all of those parties.

MR. O'LEARY:  Okay.  And in terms of the allocation of the budget that's been approved through the regulatory process, is that something -- in other words how much money should be allocated to the different sectors such as large volume.  Is that where decisions like whether or not you have a large volume industrial program would be made?

MR. NEME:  Well, the decision about whether you are going to have one or not is probably something that would be captured in the plan filing process.

Different jurisdictions have different rules about how much money can be moved around during the term of the plan between one program area and another.  And within those boundaries, conversations can take place within those councils or committees around what makes sense, but it's a little bit more confined.

MR. O'LEARY:  Okay.  And am I safe in understanding that where the majority of the time would be spent would be relating to actual program design issues, such as the measures that are actually made available to prospective participants and the incentives that are available?  Is that something that comes up in these committees?

MR. NEME:  Sure, among other things.  You know, how are you approaching the markets, would it make sense to go with upstream incentives versus downstream to the individual customers, what's the best way to market to certain customer segments, et cetera.

MR. O'LEARY:  Would you agree with me that in terms of when this is done, it should be done in advance of presenting the program offerings to the regulator?

MR. NEME:  Well, I think it is both.  There's a plan just like you have proposed in this proceeding, the company has proposed in this proceeding, that gets put before the regulator for approval that has budgets and savings goals and performance metrics and a variety of other details related to the current expectation around how the programs are going to roll out.

And once that gets approved, usually in most jurisdictions there is some flexibility for the utility to change some aspects of those programs and how much they can move budget around.  At least within certain constraints, they can change the measures that they're rebating.  They can increase incentive levels or decrease incentive levels, they can target different markets, they can introduce new measures.  All of those things can be addressed within a given program cycle.

MR. O'LEARY:  Okay.  And so within the program cycle, if this committee is looking at a change in adding additional measures or increasing incentives, and the committee decides that as a whole on a consensus, or even a majority that these things should occur, is that then subject to objection or concern by other parties in a subsequent proceeding?  Or does that become the new approved plan that is not subject and not challengeable down the road?

MR. NEME:  Well, I think there is a distinction to be made between a plan, as you just called it, and some of the details of implementation that are not actually being locked in.

I think Mr. Fernandes, for example, made note of the fact that the company is not asking the Board in this proceeding to approve its rebate levels.

The company has put forward what it expects its rebate levels to be for different measures and different programs, but has made clear that it retains the flexibility to increase and decrease them as appropriate.

And within that context, I don't think that the mid plan -- I don't think that the feedback that a committee or council might provide is -- you know, first of all, ultimately the company has to decide that that is it what it wants to proceed with.  And because it ultimately, as I said earlier in response to Mr. Shepherd, needs to own those decisions because it is the one that is being held accountable for making -- for meeting or exceeding goals.

But within that context, you know, in a way the company is really just taking the advice of certain parties.  Is it possible that other parties who might have had a different opinion could object at some point?  Sure.  But typically their opportunity for objection is just within what might be called in some jurisdictions an annual reconciliation proceeding where the company is asking for cost recovery after the year is over and for performance incentives for having achieved certain levels of performance.

And usually in those kind of proceedings, you have to demonstrate that there was something pretty egregious, malfeasance, before any significant change or penalty or anything would be imposed on a company.

MR. O'LEARY:  Thank you.  You answered a couple of my last questions.  Just another one.  You're not suggesting that the expanded evaluation audit committee would be a substitution or in lieu of the company, the utility actually undertaking all of the stakeholdering that it has done as is indicated in the evidence here.  It would be in addition to that?

MR. NEME:  Yes.  It would be in addition to that.  I think that it's one thing to say that we've done stakeholdering to prepare for a five or six year plan, and then we will do it again five years from now when we have to put our next plan together, and quite another to engage with stakeholders as the plan is actually being implemented and where there might be opportunities for refinements or mid course corrections, or additions, or whatever.

MR. O'LEARY:  Thank you for that.  Let me turn on to another subject which is somewhat more policy related.

If I could ask Bonnie to go to page 27 of our compendium, this is the famous December 1 letter of direction to Enbridge.

And if you could scroll to page 2, at the bottom of page 2 the sub heading here, Mr. Neme, is "Objectives and costs of ratepayer-funded natural-gas DSM".

And the OEB states in the letter, in the first sentence, that it has received written comments from 25 stakeholders regarding the goals and objectives of ratepayer-funded DSM.

It then states that:  
"Following its review and consideration of the submissions, the OEB is of the view that the primary objective of ratepayer-funded natural-gas DSM is assisting customers..."


Let me stop there for a second.  Would you agree with me that the Ontario Energy Board is referring to natural-gas customers?

MR. NEME:  I would presume so, but it's hard to say definitively what the OEB had in mind.

MR. O'LEARY:  Well, we will talk about it a little more.  
"...but in assisting customers in making their homes and businesses more efficient in order to better manage their energy bills."


So obviously they're talking about assisting natural-gas customers manage and hopefully reduce their energy bills, right?

MR. NEME:  Yes.

MR. O'LEARY:  Okay.  And if you could then ask you, Bonnie, to go to page 20 of the compendium, and you're probably -- you have been a little more familiar with this than me, because I think you participated in this proceeding.  This is the integrated resource planning proceeding.  And it is dated -- it was actually -- if you could scroll down a bit.  We will note that the date is actually subsequent to the December 1, 2020 letter.

And if you could go to page 31, which may be the very next page.  Yes.  So this is 31 of the OEB's decision.  And the heading is "Non-Gas Integrated Resource Planning Alternatives, Including Electricity".

And what it summarizes is that Enbridge Gas sought approval to use non-gas alternatives, including electricity-based solutions, as -- if you don't mind, Mr. Chair, I will use the acronym again to save time here -- but the IRPAs, and specifically requested confirmation from the OEB as to whether or not non-gas alternatives can be considered.  Potential non-gas alternatives could include electric air-source heat pumps, geo-thermal systems, and district energy systems.

So let me just stop you there and have you confirm, Mr. Neme, that Environmental Defence and Green Energy Coalition actually supported the company's proposal in respect of the non-gas IRPAs?

MR. NEME:  Yes.

MR. O'LEARY:  Yes, okay.  Then if you could, Bonnie, Ms. Adams, please go to page 35, which is -- sorry, 25 of our compendium, 35, my apologies.  And if you go down to the second-last paragraph.  So this is the Board's determination: 
"Enbridge Gas also proposed non-gas IRPAs, specifically electricity-based alternatives.  The OEB has concluded that as part of this first-generation IRP Framework it is not appropriate to provide funding to Enbridge Gas for the electricity IRPAs."

So is it not fair to come away with both the December 1 letter which refers to natural-gas customers and this decision, where the OEB says we don't want to see the gas utility involved in an all-electricity solution?  Isn't it fair to conclude that the OEB is suggesting that the correct policy for the company to understand is that it should be concentrating on natural-gas customers?

MR. NEME:  I think that it is pretty clear that there is an expectation that the company is focusing on natural-gas customers.  This is a different proceeding that you are reflecting here and, you know, I note that it says that the Board has concluded it is not appropriate for Enbridge to fund electric IRPAs.

Your proposal in this proceeding is to fund partially electric measures with the hybrid heat pumps.  So it is -- I guess one could potentially argue that that is in conflict here.  But again, this is a different proceeding.  The Board has changed their mind as evidence presents itself in different proceedings, and it is ultimately up to the Board in this case to decide the direction that it wants to go.

MR. O'LEARY:  And I understand, and that is why you are here, is to advocate for a different position.

Bonnie, could you please go to page 29 of our compendium.  This is back to, Mr. Neme, back to the December 1, 2020 letter.  And we have heard much of this language before, but scroll up.  Sorry.  So that paragraph.

I just wanted to discuss with you some of the things that the OEB appears to have been considering, and perhaps there are others, when it gave this directive to the company.

And the first sentence reads:

"Over the course of the 2015-2020 term, annual OEB-approved natural-gas conservation budgets have doubled from the previous levels approved for the 2012-2014 term, up to approximately $140 million per year by the end of the current term."

So if I could just stop there.  Isn't that indicating that the Board is aware of the increases in the past and that should be something that ultimately the company should consider for the purposes of proposing its budget going forward?

MR. NEME:  I don't think this is language that's providing direction.  It is just providing a historical record, is the way I would read it.

MR. O'LEARY:  Would you agree that it provides context?

MR. NEME:  Well, sure.  History is always context.

MR. O'LEARY:  Okay, thank you.  We have agreed on something.

The second sentence states:

"With COVID-19 creating many financial hardships, energy conservation has a role in helping to reduce energy costs and assist customers in managing their energy bills."

That just goes back to an earlier sentence in the directive, which says, we want to help natural-gas customers manage their energy bills and, if possible, reduce them.

It then goes on to say:

"The OEB anticipates modest budget increases to be proposed by Enbridge Gas in the near-term."

So we may have a debate over what constitutes "modest", and I know you have a view, but would you agree with me that it is clear that the OEB is not anticipating significant budget increases in the near-term?

MR. NEME:  Yeah.  I think the OEB said modest, and as you have said, we can debate what "modest" means.  The company has assumed that "modest" means starting in 2023 budget that is less in inflation-adjusted terms than 2019, and then growing 3 percent above inflation thereafter.  I would suggest that that is at the lower end of what would be a reasonable interpretation of "modest".

It also said "near-term", and remember, this was a direction provided in 2020.  I think it would be reasonable to potentially interpret "near-term" as maybe '22/'23 and not necessarily all the way out to 2027.

And then equally importantly, it is the last part of that clause that says "in order to increase natural-gas savings".  And as we've noted in our report, the company's proposed or estimated natural-gas savings for 2023 to 2027 on average is less than what it got on average from 2017 to 2019.

So I think if you take -- you need to look at the sentence in its totality and parse each of the different pieces of it.

MR. O'LEARY:  All right.  So let me just focus in on a term -- or the "near-term" reference that you made.

This -- you will agree with me this letter of direction required the company to file a framework for three to six years?

MR. NEME:  Yes.

MR. O'LEARY:  All right.  So doesn't it logically follow that what the OEB is referring to is a term of at least three to six years?

MR. NEME:  No.

MR. O'LEARY:  No?  Okay.  I hear you on that.

So let me just change tune a bit here and ask -- we've had this discussion before, but one of the issues that has arisen in this proceeding -- I believe Ms. Girvan, counsel for the Consumers Council, yesterday talked about the impact of DSM costs; in fact, the bill impacts on residential customers in particular, the non-participants.

And you will agree with me that in fact your report actually deals with the issue of impact on non-participants, but one of the issues that the Board should be mindful of is the impact of various costs, including DSM, on non-participants.

Is that fair to say, particularly residential?

MR. NEME:  I think I said in my presentation last week -- whenever it was -- that it is a very legitimate thing for regulators such as the commissioners on the Board here to be mindful of and concerned about impacts on non-participants, but those -- that's one important concern that needs to be balanced with a range of other concerns, including if you are going to constrain programs to mitigate against concerns about impacts on non-participants, you also have to recognize that you're forgoing substantial total bill savings because the programs are very cost-effective.

You have to appreciate that you're making much less progress towards climate goals and also leaving ratepayers more exposed to uncertainty with respect to things like future commodity prices and the like.  And it is a balancing exercise.

I think it is also really important when you think about impacts on non-participants to not just think about them in one year in isolation.  These are programs that Enbridge has been running or Enbridge and Union have been running -- I think the first time I testified in one of these cases was 1994.  They have been around for a long time. 


And the expectation is they're going to continue to be around for a long time.  So customers are in the market for different products, or ready to make investments in efficiency at different point in time.

So I think with respect to the equity concern between participants and non-participants, you need to think about it in long time horizons, you know, ten years or more.

And then the other aspect of that is that it is important to consider what other ways can we mitigate against impacts on non-participants.

And one of the ways to do that is to make sure the portfolio is as broad as possible, so it can reach as many different customers as possible so that the number of participants is minimized.  So there are a lot of factors here that need to be balanced against each other.

MR. O'LEARY:  Sure.  Just to pick up on the participation levels, even though the programs have been run for several decades, you will agree with me if we just stick with the residential, that when you are dealing with a customer base that is more than 2 million, we still have only had participation of only a small fraction of the total residential customers.  Isn't that fair?

MR. NEME:  No, I don't think so.  It depends on how far back you go.  There was a time a number of years ago where the company was influencing the efficiency of almost every water heater, every gas water heater that was installed in a home.  It also had a massive program to promote shower heads across hundreds of thousands of customers.

And so it depends on how far back you go, what range and measures you look at.  And there is also opportunities within the existing portfolio potentially to significantly expand the range of customers reached.

I believe, for example, that the company is beyond its Whole Home flagship retrofit program.  It's proposing or forecasting about 35,000 smart thermostat participants.

There are utilities smaller than Enbridge, like Consumers Energy for example in Michigan, that were trying to get 100,000 a year out.  ConEd in Chicago had a goal of 100,000 smart thermostats a year, and over time, those numbers combined with all of the other programs can add up to substantial numbers.

MR. O'LEARY:  Sure.  So 35,000 times ten years is 350,000, but you will agree with me that is still perhaps 10 or 15 percent of the entire residential customer base.  So it is a fraction, right?

MR. NEME:  Well, sure it is a fraction, but it could be 100,000 times ten years instead of 35,000 times ten years, and there could be other programs introduced as well.

MR. O'LEARY:  Then you are adding more budget and costs on top.  But let me move on.

If you could, Ms. Adams, go to page 35 of the compendium -- sorry, I have the wrong page myself up.

So these are two tables that Mr. Elson took the panel number 2 to, and he compared -- if you look at the 2020 column, he compared the total annual gas costs in 2020, which is 4.9 billion -- f you go to the next page, Ms. Adams -- and he compared that to the 2027 estimate of 9.2 billion and was trying to suggest, see there, there isn't enough being done, if I could put it in lay terms.

But if we look at this a little closer, you will see in the row two above that, annual carbon costs and you will see in 2023, the forecast includes 2.2 billion and that rises to 4.3 billion.  And you are aware that the carbon costs are the result of the federal greenhouse gas pollution pricing act.

MR. NEME:  Yes.

MR. O'LEARY:  And the rising of the price to 170 a tonne.  Would you agree -- or would you accept subject to check that the increase is about 4500 million per year?

MR. NEME:  That looks to be in the ballpark.

MR. O'LEARY:  Yes.  I am not trying to be exact.  So you will agree with me that a portion of that figure will show up on the bills of the residential ratepayers, and other ratepayers of course as well.  But there is this amount that would be added to their bills that will be increasing every year.  Correct?

MR. NEME:  You said a portion.  I assume that all of it is.

MR. O'LEARY:  Residential ratepayers.  I am not sure if there is only for residential ratepayers.

What I am saying is that perhaps the whole thing would go on to residential ratepayers' bills.  But my point being at a higher level just to recognize there is at least a 500-million-dollar increase in carbon charges, and that's going to increase bills.

MR. NEME:  Sure.

MR. O'LEARY:  So my question simply is this:  Would it be surprising to you if the OEB took into consideration not only the context of increases in DSM in the past when they gave the directive about being -- expecting modest budget increases, might they also have taken into account the fact that any increase in the DSM budget is on top of the 500 million that the federal government is imposing as a carbon charge?

MR. NEME:  Mr. O'Leary, I found myself at different points in time in different jurisdictions hearing two arguments that try to get to the same conclusion, but in different ways.

One is, my gosh, look how much higher costs have become, we can't afford to add more to DSM spending.  At the other end of the continuum is look at how low costs are.  We can't justify spending more on DSM when costs are so low.

And it kind of begs the question, well, when would it be appropriate?

The context here where carbon costs are going up, they're going up for a reason because we need to have substantial reductions in greenhouse gas emissions in order to stabilize the climate, and frankly we're at a point where it is going to be incredibly challenging to meet the kind of goals that, for example, Mr. Shepherd showed the company yesterday.

I would argue that in this context, the level of energy efficiency spending is quite modest and even a significant increase would have a pretty modest in percentage terms overall effect on customer's bills.

And in a world in which there is now significant additional economic benefit to customers for saving energy as well as the critical environmental imperative, that while the Board obviously has to consider everything, that the case for doing more is much more compelling than the case for doing -- for not doing more.

MR. O'LEARY:  Thank you, Mr. Neme.  I will move on in the interest of time.

Ms. Adams can you please turn to -- I believe it is the last page of our compendium.  And this is a interrogatory response which identifies the number of residential customers in the years 2015 through to 2020, actuals and then forecast.

Would you simply accept, subject to check, that I did the math and that between 2016 and 2023, the numbers increased by about 42,000 a year?  That is consistent, frankly, with what you have seen in the past, Mr. Neme.  Would you accept that, subject to check?

MR. NEME:  From 2016-2023?

MR. O'LEARY:  You have 3.285 to 3.581.  I get 296,000.  So --


MR. NEME:  It is 300,000 over seven years.  That's 40,000 plus.

MR. O'LEARY:  I had to use a calculator, glad you could do it in your head.  But really my question comes around issues that relate to electrification.

MR. NEME:  Yes.

MR. O'LEARY:  So we know that the majority of it -- in fact, I think we heard the figure is like 98 percent of new residential customers use natural gas for their space heating.

So if we were to take 40,000 potential gas customers and move them all over onto electric side of the equation, would you agree with me that that is going to have a significant impact on the peak demand for electricity?

MR. NEME:  Over how many years?

MR. O'LEARY:  I would think right at the start, over one year in itself.  I was going to ask you to drill down a little more, but...


MR. NEME:  Well, I think the answer is no.  I addressed this question in the IRP proceeding.  Ontario is summer peaking on the electric grid, currently.  The summer peak is higher than the winter peak.

And in fact, cold climate heat pumps, if those are the ones you are promoting, tend to be much more efficient at cooling than your standard central air conditioner.

So in the near-term for a certain non-trivial amount of electrification, you would actually reduce the electric system peak rather than increase it.  You would be increasing the winter peak, but you have to add quite a number of customers with electric heat, assuming it is all electric heat, before you would get a winter peak that is comparable to the summer peak, and in the interim you would actually reduce the electric system peak.

MR. O'LEARY:  All right.  So let me ask this.  If we looked at a geographic area, it is a new subdivision in an area, GTA, Kitchener, Guelph area.  If there are current constraints on the distribution and transmission system to meet the demand of a new subdivision and these costs have to be incurred, would that be something that you would consider when you evaluate the comparison of going fully electric versus continuing with natural-gas space heating?

MR. NEME:  Sure.  When you look at the societal economics of electrification, you need to consider impacts on the electric transmission and distribution system as well as on electric generation, just as you would need to consider the impacts on the gas distribution system.  It is possible that that subdivision could have been downstream of an element of the company's gas distribution system that might have otherwise needed upgrading some, you know, some years down the road.

So a lot of that is going to be very situational. But again, if you are going to do a really careful analysis of electrification economics you need to consider all of those things.

MR. O'LEARY:  Sure.

MR. NEME:  But you also need to consider what the context is, which -- for electrification, which these days is about reducing greenhouse gas emissions, principally, and what the alternatives are, and whether they are more or less expensive.

And I am not aware of a single independent study that hasn't suggested that we need massive amounts of electrification in order to meet climate goals.  The only debate is about how much.

MR. O'LEARY:  And the speed at which it occurs.

MR. NEME:  And the speed at which it needs to occur, yes.

MR. O'LEARY:  All right.  So when it comes to electrical generation at the margin, you are aware that in Ontario the province relies upon gas-fired generators?

MR. NEME:  Yes.  But it depends on what you mean by "at the margin".  You could have -- if you think -- if by what you mean is the last unit dispatched in the dispatch order on the grid, gas can be on the margin if you've got a system that's 20 percent renewable and it can be on the margin if you have a system that is 80 percent renewable.

The real question is what is the long-run marginal emissions rate.  And the long-run marginal emissions rate includes the effect that electrification has not only on the dispatch order and what's the next unit to be dispatched but on the amount of base load generation that is added as well.

So if you think about this in the context, for example, of, just to use a round number, kind of hypothetical to make a point, in the context of a jurisdiction that has a 50 percent renewable portfolio standard, every kilowatt-hour of electric load that is added to the grid is by definition going to be met, or half of it is going to be met, by renewables, even if the last unit dispatched in every hour is gas.  It is just much more complicated than looking at what is the marginal unit on a short-run basis.

MR. O'LEARY:  Agreed.  So let me ask you then, because I have run out of time, my apologies, if, Ms. Adams, could you turn to the Optimal -- it is a letter from the OEB -- sorry, letter from OEB Staff which includes the update to the Optimal Energy report number 1 and, in particular, table 5.  My apologies, Mr. Chair.  It was supposed to be in the -- I believe this is it.

But it is the letter of January -- if you scroll down we will know if this is it.  This is it, yes.  

So changing gears and just talking very briefly about amortization.  Over the years we have heard you regularly say and recommend to the Ontario Energy Board that it should consider and recommend or adopt best practices.

So this is the table by Optimal that was revised, and in this it indicates that they are referring to the interest rate that they've determined that each of the jurisdictions that they examined used for the purposes of determining the interest rate that is payable on an amortization cost recovery methodology.

And you will see that they have identified it as being the approved rate of return for the first three, the rate of return for the fourth, the weighted average cost of capital for the fifth, the approved rate of return below that, and then for Missouri, where they change, because they had old data, it is the rate of return.

So would it be fair -- well, let me ask you.  Looking at that, what would you say is the best practice in terms of the interest rate that is applied in those utilities, in those states that amortize their DSM costs?

MR. NEME:  You're asking me what do I think is best practice?

MR. O'LEARY:  Well, based upon the evidence, yes.

MR. NEME:  Well, let me preface my answer by saying that I haven't done a deep-dive into the different jurisdictions that are using amortization.  I am very familiar with Illinois, because I do a lot of work in Illinois, but much less so with these other jurisdictions.

So I am not sure that I could speak to what's best practice.  I guess I would just offer a couple of principles.  One is that obviously the utility needs to get its costs recovered.  Another would be that it is important that there be some sort of shareholder incentive mechanism, whether it is through the rate of return or through some other complementary mechanism to encourage excellence in performance, and then the third would be that it would be in everybody's interests or at least all consumers' interests for the interest rate used to amortize cost to be as low as possible.

Within those kind of overarching principles, you know, the Board would need to consider what is the best approach. Again, I haven't examined all of these, other than Illinois, which I know really well.  I haven't examined all of these or others to be able to comment on whether there is some kind of new twist that would be better or that the Board should consider that is not reflected here.

MR. O'LEARY:  And in Illinois you will confirm therefore that the approved rate of return is used?

MR. NEME:  For the electric utilities this was written into statute.  The approved rate of return is used, but they use that as the performance mechanism.

So rather than having a separate shareholder incentive mechanism, they can either get a penalty on their approved rate of return for under-performing relative to goals or a bonus rate of return for over-performing.

MR. O'LEARY:  Okay.  Thank you, Mr. Neme.  Safe flight.  Thank you, Mr. Chair.  I have completed my examination.

MR. JANIGAN:  Thank you very much, Mr. O'Leary.  Thank you very much, Mr. Neme and Ms. Sherwood --


MR. MONDROW:  Excuse me, Mr. Chair.

MR. JANIGAN:  Oh -- sorry.  Sorry, go ahead.

MR. MONDROW:  I apologize, Mr. Chair.  Ian Mondrow, counsel for IGUA.  I think that Staff tried to slip you panel members an updated schedule at the last break.

I am in a position where I now need to cross-examine Mr. Neme.

MR. JANIGAN:  Okay.  Mr. Mondrow, go ahead.

MR. MONDROW:  Thank you.  Sorry to interrupt.

MR. JANIGAN:  It's okay.
Cross-Examination by Mr. Mondrow:

MR. MONDROW:  Mr. Neme, pleasure to see you, although a surprise.  But thank you, and Ms. Sherwood, nice to meet you.

Thanks for highlighting the large-volume customer program.  I am going to have to ask you some questions about that.  Let me first ask you, though, because I am not aware of this and I wasn't in the order for you.  What is your time constraint?  When do you have to leave?

MR. NEME:  I had hoped to be done by 2:30.  If I need to push that five minutes or ten minutes, I can probably do that.

MR. MONDROW:  I appreciate that.  I will obviously abide by that.  I don't think I would be allowed to make you miss your flight.

So let me get right into it.  And Ms. Adams, I will be referring in a few minutes to Exhibit K1.2, which is IGUA's compendium, which I tabled on day one.  I won't need it for a little while, but just so you know.  And towards the back end of that compendium I'll ask for pages, but I'll -- hopefully I get there in my notes.

And Mr. Neme, I apologize if I jump around a bit.  I had to draft these notes in the last 20 minutes, so I will try to be coherent.

And I also apologize, I haven't read your report in a while, because I didn't think it was an issue, but as I recall, your report did not and your clients did not ask you to consider or opine on Enbridge's large-volume customer DSM program for the purposes of this proceeding.  Is that correct?

MR. NEME:  That's correct.  I think the fair way to state it is that our focus on program designs was very narrowly limited to areas where there were integration issues or kind of fuel neutrality issues, because we understood that Optimal Energy was going to be doing the deeper dive as the Board Staff's consultants on program designs at large.

MR. MONDROW:  Okay, thank you.  I gather you have read Monday's transcript from this proceeding?

MR. NEME:  I did not read Monday's transcript.  I listened to some of it, but I did not read the transcript

MR. MONDROW:  Did you listen to my examination of Enbridge's panel?

MR. NEME:  I did.

MR. MONDROW:  Did you like it?  I'm kidding.  You don't have to answer.

MR. NEME:  You always...


MR. MONDROW:  I am trying to catch you by surprise.  I thought that would only be fair.

MR. NEME:  You always ask very thoughtful probing questions.

MR. MONDROW:  Thank you, I was fishing for that.  You appreciate, Mr. Neme, and I am sure you are aware of this in any event in the context here, that a large volume customer in Ontario means the 28 very largest industrial gas consumers?

MR. NEME:  Yes.

MR. MONDROW:  And do you know -- oh, plus nine gas-fired generators in those rate classes, but I am not going to -- for the purposes of this proceeding, that is not my expertise, so I will not ask you about those.

Do you know how much those -- ballpark, those 28 very largest industrial gas consumers pay a year in Ontario for their delivered natural gas?  Ballpark figure.

MR. NEME:  I don't know.  I am sure it is a lot, but I don't know what that number is.

MR. MONDROW:  What do you think a lot would be?

MR. NEME:  Well, I think I looked at their volumes and saw that they were something like 20 percent of the total Enbridge volumes, or something like that.  I don't know what that translates into in dollar terms.

MR. MONDROW:  Would you surprised to hear they generally spend about $100 million a year on delivered natural gas?

MR. NEME:  You mean on average, or in aggregate?

MR. MONDROW:  On average, each one.

MR. NEME:  I don't have a frame of reference to comment one way or the other, but it wouldn't surprise me that at least some of them did.

MR. MONDROW:  So when you made your comments earlier in your appearance today about the motivation of these customers, self motivation of these customers, what did you think their annual average natural-gas spend was?  Or did you not think about it?

MR. NEME:  I didn't think that was actually important, in terms of differentiating those largest of customers from large industrial customers writ large.

That at least in my experience in looking at efficiency programs and studies that look at energy savings opportunities and industrial customers, large industrial customers, they seem to kind of universally find substantial cost-effective opportunities almost regardless of size.

In fact, many utilities have programs that are, were not -- either they have a separate program specifically targeted to the largest customers, or they have special consideration for how they target them and typically get a fairly substantial portion of their savings from them.

MR. MONDROW:  Well, if a large industrial customer spends $100 million a year on delivered natural gas and that's 30 percent to 40 percent of its input costs, would there not be a strong natural motivation to optimize that cost?

MR. NEME:  Well, first of all, the premise that because they spend 100 million that that translates to 30 or 40 percent of their input costs, that's not my experience for most large customers.  It might be true for like aluminum smelters and for some select other customers, and probably perhaps for some of the ones in the group that you are talking about -- putting aside the electric generators of course.

MR. MONDROW:  Yes.

MR. NEME:  Because obviously the fuel costs dominate their costs.  But I wouldn't have thought that that would be true for all of the large industrial customers.  But nevertheless, even for those for whom it is true, absolutely they would have an interest and focus on energy costs if it represents -- frankly, they don't have to be large.  If they were medium sized and the gas cost was 30 percent of their total cost, then obviously they're going to pay a lot of attention to it.

But they still have a variety of other kind of countervailing forces that will tend to result in not all cost-effective efficiency investments being made in those facilities.

MR. MONDROW:  Yes.  You mentioned those and I will come back to those.  I am trying to keep you on time.  Have you reviewed the portions of the compendium I filed on Monday when I was speaking with Enbridge witnesses that excerpted the corporate reports of Glencore Canada, Dofasco -- ArcelorMittal and Energy Evolutions?   Have you read any of those materials?

MR. NEME:  I haven't read them all.  I just listened to your discussion of them and some of those passages that you highlighted in your discussion of them with the company.

MR. MONDROW:  Okay.  Do you have any reason to doubt the veracity of the public and corporate commitments reflected in those passages you heard me talk about?

MR. NEME:  When you say the veracity, what do you mean?

MR. MONDROW:  That they mean it and they're going to do it because they said it publicly, that is what I mean by veracity.

MR. NEME:  I have no reason to doubt that that's their intent.  Whether there will be 100 percent follow through or not is hard to say.

MR. MONDROW:  Okay.  As I listened to your testimony, I tried to listen to your testimony as I was making my notes here over the last 44 or 45 minutes or so.  And I assume that you are not suggesting that ESG which is environmental social and governance metrics are not of increasing importance today in corporate governance for customers like those I am talking about, the largest industrial customers in the province.

You are not suggesting those are increasingly important considerations for them, are you?

MR. NEME:  I think generally speaking, they have become more important in business in general.  But they have always had some importance.

MR. MONDROW:  Okay.  And carbon pricing is absolutely a change in respect of Ontario large volume customer behavioural drivers relative to the last DSM framework, isn't it?  It wasn't around last time and it is now.  That presumably is a significant change.

MR. NEME:  Sure.  So is the change in energy prices.  All of these things are factors.

MR. MONDROW:  Right.  Now, you started off your new evidence in response to Mr. Poch's questions by referencing the concept of all cost-effective DSMs.  You referred to it when Mr. Shepherd was talking about it with you.

The policy in its purest form sets aside capital constraints, right?  Achieving all cost-effective DSM assumes you have money to spend on all of those initiatives right away.  That is the only way you are going to achieve all cost-effective DSM, isn't it?

MR. NEME:  No.  I wouldn't say that the implication is you're instantaneously achieving them, for one thing.  For a second thing, some of those opportunities arise on a periodic basis as opposed to always being there, when equipment is being replaced for example.

MR. MONDROW:  But isn't it true that for these customers that you are opining on, these very largest gas consuming customers that spend 100 million a year on average on natural gas, if there was an initiative that would save them money though they had to invest in that initiative upfront and they had limitless capital, they would invest in all of those initiatives at the same time, right?  Why wouldn't they?

But that is not how the world works because capital is a constraint, isn't it?

MR. NEME:  Capital is a constraint.  I think I said that in my response to Mr. Poch.

MR. MONDROW:  So the real issue, as Mr. Shepherd aptly noted, is if and if so how the utility program helps customers get over those barriers and constraints that you listed at the top of your evidence.  That is the real consideration for this Board.  Right?

MR. NEME:  Yes.  Obviously, for the programs to be -- if the programs are not effective, then they're not useful.  The programs need to be effective to be useful in overcoming barriers and there are a range of barriers that need overcoming, as I articulated...


MR. MONDROW:  You trailed off a bit.  You said a range of barriers that need to be overcome.

MR. NEME:  I apologize.

MR. MONDROW:  No problem.  You haven't analyzed Enbridge's large volume customer self direct program.  Right?

MR. NEME:  I have read what they were proposing in their plan.  I am not sure -- when you say analyze, I am not sure what you are meaning.

MR. MONDROW:  Well, you haven't considered whether it is effective or not and what should be changed about it.

MR. NEME:  Oh, I have thought about that, the...


MR. MONDROW:  Let me interrupt you.  I don't want to cut off your substantial response, because I am going to ask you that in a few minutes, what you think should be done about it.  So maybe just bear with me for a second and I will absolutely guarantee that I will ask you that question.

MR. NEME:  Sure.

MR. MONDROW:  First let me ask you, do you know how much the large volume customers, the 28 customers I am talking about, pay into rates for DSM each year?

MR. NEME:  I don't.  I know that the proposed budget was a little under three million a year.

MR. MONDROW:  For all of them.

MR. NEME:  For all of them, yes.

MR. MONDROW:  Yeah, and that would include the gas-fired generators.

MR. NEME:  Presumably, yes.

MR. MONDROW:  And there are 38 of them all together in those two rate classes.

MR. NEME:  Yes.  That sounds like about right.  You know the number better than I do.

MR. MONDROW:  Okay.  And you do understand that at best they get, I think you said 78 percent of their money back or 72 percent of their money back --


MR. NEME:  Yes.  I think you were the one that said -- and I assumed it was right -- that 28 percent -- 28 cents on the dollar they don't get back.  So I just took your number.

MR. MONDROW:  Okay.  Thanks.  Do you have any sense about how the amount of money they -- well, you don't know how much they pay in so you don't really know how much they get back in a year or they're eligible to get back, right?  That's fair?

MR. NEME:  Correct.

MR. MONDROW:  Okay.  So you wouldn't have any sense of whether that amount of money would tip the scale on any efficiency initiatives for them or not, right?  You don't even know what the amount is.

MR. NEME:  Well, two things.  One is that it is not just about the money.  There is technical expertise and other support that can be helpful in enabling an industrial customer to make an efficiency investment.

And then the second thing is it depends on how the program is designed and how the incentive structure is set up, in terms of whether it can make a big enough difference.

MR. MONDROW:  Okay.  I said I would give you an opportunity to talk about the barriers to investment by these sorts of customers in energy efficiency, and I think you were probably going to address what they were and how they might be addressed.  So if you wanted to go ahead and opine, please feel free.

MR. NEME:  Well, I will just say a couple things.  One is that, as I noted earlier, one barrier is that facilities managers, so they understand their facility better than anybody who is coming in, often have to focus their attention on the most important thing, which is getting their product out the door, and may not have the time that is necessary to kind of fully assess the range of opportunities, and they may also still be able to benefit from ideas that somebody who has engaged with other businesses might be able to bring to the table.

So there is some technical expertise that can be brought to the table to help those customers.

The other thing is that, as I noted, those industrial customers in general tend to focus on measures that have relatively short pay-backs.  You know, a year, a year and a half, two years or less.

If you -- if the company was able to find, the company meaning Enbridge, was able to find measures -- help the customer identify measures that had a three-year pay-back, but that they just weren't prepared to invest in and use the DSM dollars to kind of buy the pay-back down to one-and-a-half or two years where the threshold might be acceptable, it could have an influence on investments that way as well.

MR. MONDROW:  And in the case of the Enbridge program, you have already advised you don't know how much money the customers pay in or are eligible to get back or how that relates to the costs of any large energy efficiency initiatives they might want to undertake.  You haven't looked at any of that balance or calculus, right?

MR. NEME:  I think it will be very site-specific, and I don't have specific detailed examples for individual customers or the measures that they might consider to opine on that.

MR. MONDROW:  Okay.  Fair enough.

I am conscious of time, but if you will bear with me I will keep you a few more minutes and then I will let you go and not make you rush too much, subject, of course, to the Panel's questions.  I apologize, Mr. Chair.  I will -- better leave you time as well -- Commissioners.

But let me ask you one more thing, Mr. Neme.  In past proceedings you have suggested some amendments to Enbridge's large-volume customer program.  You are nodding, so you recall.

And as I recall, there were two primary ones.  One was multi-year flexibility for use of the self-directed funds, the funds paid into -- paid by and set aside for use by each of the large-volume customers.

Can you just elaborate on that, whether you still think that is a good idea, and what that means?

MR. NEME:  I do still think it is a good idea.  Right now as I understand it and in recent years under the program design that the company has been using, a self-direct large industrial customer gets a certain amount of money that it can spend every year, and it has to spend it in that year, and that doesn't recognize that businesses have different capital investment cycles that are often multi-year, as it would make a lot more sense to meet businesses where their needs are to allow for a multi-year kind of time frame or framework for the customer to spend those dollars.

MR. MONDROW:  Thank you.  And the second general suggestion you made, as I recall, was that Enbridge should implement an opt-out option for those customers.  Do you still believe that is a good idea?

MR. NEME:  I do.  I think I suggested in the past something to the effect that if a customer could through an independent audit by an expert with expertise in that type of business, that they aren't paying for, so that it is not someone who is just doing their bidding, can demonstrate that they've captured all of the efficiency or the overwhelming majority of efficiency that is available within a seven- or eight-year pay-back period, they should be allowed to opt out.

I don't think there are very many customers that will meet that criteria, but there may be a couple, and they should have that opportunity.

MR. MONDROW:  And when you set that criteria of being able to demonstrate that they've implemented all cost-effective efficiency -- I think that is what you said.

MR. NEME:  Yes.

MR. MONDROW:  There is no upper limit on how much they should be expected to invest in that?  I mean, I realize ultimately cost-effective means over time it's -- you actually reduce your costs.

MR. NEME:  Yes.

MR. MONDROW:  But as we talked about a while ago, there are capital constraints in the real world, right, so how do you factor that in?

MR. NEME:  Well, if there are opportunities that have not been addressed because the company has capital constraints, they should stay in the program so -- until enough time has elapsed that they have been able to make those investments and there is nothing left to cost-effectively invest in.

MR. MONDROW:  So if they're paying in $100,000 a year, $150,000 a year into the program, which is not large enough to address capital constraints or alter pay-back periods, and they lose 30 percent of that, even if they're lucky to get most of it back, but it doesn't really help them with the capital projects that make a difference, doesn't it just raise their efficiency costs?  Isn't that counterproductive?

MR. NEME:  It would be counterproductive only if the only thing that they're doing is stuff that they would have done anyway, so they're 100 percent free riders.

MR. MONDROW:  Right.

MR. NEME:  And I guess the related point is that there was no other value that Enbridge brought to the table in terms of technical expertise or engineering assessments or whatever that would have helped identify opportunities that would save them money.

But I guess if you're assuming they're 100 percent -- in the scenario in which they're 100 percent free riders, by definition that wouldn't have happened.

So to Mr. Shepherd's point, the key is that the program design be structured so that you are not getting 100 percent free riders, that you are actually being successful in making projects happen that otherwise wouldn't have.

In that context, given that many of these measures are extremely cost-effective, that in aggregate would be a good deal for the customers of the group.

MR. MONDROW:  All right.  Sorry, Mr. Chair and Mr. Neme, if you just give me one minute here.  Less than a minute.

Could I ask you just, Mr. Neme -- the last thing I will ask you.  Ms. Adams, if you could bring up page 59, which is the last page of our compendium, from IGUA's compendium from day one, which is Exhibit K1.2, so the very last page.

This was a question, Mr. Neme, from APPrO to the company about an opt-out program, and on this very last page there is a list of factors that the company indicated would need to be considered in respect of any opt-out program for the largest customers.

I don't know if you have had a chance to look at this interrogatory response during the course of this proceeding -- you haven't.

I wonder if -- well, let me just quickly ask you about these.  Because there are opt-out programs that you are familiar with in other jurisdictions, right?

MR. NEME:  Absolutely.  And in fact to give you a very specific example, in Illinois there was a law that passed last fall that called the Climate and Equitable Jobs Act that on the electric side, changed from an exemption of large customers, those with peak demands of more than ten megawatts, to an opt-out for those large customers.

And the customers had a certain period of time over which they could declare whether they were opting out or not.  And some of them opted out and some not, and   Illinois have had to manage those decisions in their billing system.

I haven't considered all of these bullets, but I presume that whatever Enbridge would have to deal with, those utilities had to deal with, too.

MR. MONDROW:  Okay.  Mr. Neme, I wonder if I could just ask you -- I realize you haven't had a chance to consider this and the panel might have questions and you need to go.  I wonder if you would undertake to advise, when you have a chance to look at these bullets and consider them, whether there is anything on this list that strikes you as unique, or that you haven't seen before or that you think would be problematic, particularly problematic and preclude an opt-out mechanism.  And if there is, you know, point out what that is.  And if there aren't any items on these bullets that you haven't seen before or would be prohibitive, if you could let us know that you didn't find anything that in your mind would be prohibitive.

Sorry, that is a long way of asking, but I think you understand what I am asking for.

MR. NEME:  Yes, I would be happy to do that.

MR. MONDROW:  I would appreciate that, Mr. Chair, if I could get a number for that.

MR. MURRAY:  That will be undertaking J4.4.
UNDERTAKING NO. J4.4:  REFERENCE:  LAST PAGE OF EXHIBIT K1.2, THE IGUA COMPENDIUM FOR PANEL 1; MR. NEME TO CONSIDER AND COMMENT ON THE APPRO OPT-OUT PROGRAM AND THE LIST OF FACTORS FOR THEIR UNIQUENESS, TO POINT OUT THOSE THAT WOULD BE PROBLEMATIC, OR THAT WOULD PRECLUDE AN OPT-OUT MECHANISM; TO POINT OUT ANYTHING HE MIGHT CONSIDER PROHIBITIVE


MR. MONDROW:  Thank you very much.  Mr. Neme, thank you for your patience.  And Mr. Chair, thank you for allowing me to ask the questions.  Safe travels, Mr. Neme.

MR. JANIGAN:  Thank you, Mr. Mondrow.  I had forgotten I had suggested you could cross-examine Mr. Neme.  The prospect of lunch clouded my memory.

MR. MONDROW:  I was going to apologize for that, too, realizing none of us have eaten.

MR. JANIGAN:  We have having an experiment on the effect of hunger on tribunal efficiency.

MR. POCH:  Incentive.

MR. JANIGAN:  Thank you very much, Mr. Neme and Miss Sherwood.  I hope you make your connections and the panel has no questions for you.

MR. POCH:  I have no re-examination.

MR. JANIGAN:  And Mr. Poch has no redirect.  So we will take a 45 minute break and that will take us to 3:10.

MR. POCH:  Thank you, Mr. Chairman, for the indulgence.

MR. JANIGAN:  No problem.
--- Luncheon recess taken at 2:35 p.m.
--- On resuming at 3:11 p.m.

MR. JANIGAN:  Thank you.  We are back.  My fellow panel members have brought to my attention my deficiencies with respect to the computation of time, and extrapolating that to the clock.  I promised you a 45-minute break and you got 35-minutes, but that's --


[Laughter]

MR. JANIGAN:  -- that's the way we roll.  I believe, Mr. O'Leary, your witness is next for First Tracks?

MR. O'LEARY:  That's correct.  But I think Mr. Poch was going to make a comment.

MR. JANIGAN:  Okay.

MR. POCH:  Just briefly, Mr. Chairman.  First of all, I again thank you for accommodating Mr. Neme's schedule.  He really appreciated that.  I thank all parties for that.  I sense the Board may have been ever so considerate and not asked any questions, in light of that.  If -- Mr. Neme indicated to me while in the taxi to the airport, if there is any -- if the Board had any questions, happy to treat them -- take them as written questions and respond to them as a transcript undertaking.

MR. JANIGAN:  Thank you very much, Mr. Poch.  Mr. O'Leary, can you --


MR. O'LEARY:  Thank you.  Thank you, Commissioner Janigan.  You have met Mr. Weaver before, but I would like to more formally introduce him to you and to have him qualified as an expert.  We are proposing to have him qualified in the area of DSM programming and evaluation, including cost recovery and performance incentives, and like Mr. Poch, we did circulate to all of the parties our intent to have Mr. Weaver qualified in those areas, and I have not received any objection to that.  But I would still like to spend a couple of seconds doing the Reader's Digest review of his curriculum vitae, if I may.

Ms. Adams, would it be possible to pull up -- thank you.

MR. JANIGAN:  Mr. O'Leary, I appreciate that effort, but we are really --


MR. O'LEARY:  Short on time.

MR. JANIGAN:  -- pressed for time this afternoon.  We would like to get another start on the other witness of yours this afternoon as well, looking ahead to Friday, which could be fairly problematic to try to finish on that day.

So we have read that -- we have read his resume, and in the event that there are no objections, we are prepared to qualify him as an expert in the matters that you have suggested.

MR. O'LEARY:  Thank you, sir.

MR. JANIGAN:  Sorry to interfere with your examination-in-chief, but there are time constraints.

MR. O'LEARY:  Well, it is not really an examination, because I walk him through it, so it is more leading questions, so I appreciate saving the time.
Examination-in-Chief by Mr. O'Leary:

MR. O'LEARY:  Mr. Weaver, on the Presentation Day following your presentation, Commissioner Moran asked you a question, and it was in respect of your slide 30.

Ms. Adams, I wonder if you are able to -- there.  Fabulous.

Mr. Moran referenced slide 30, and he said:

"So you look at a number of jurisdictions and what is being spent on there in those various jurisdictions.  In any of those jurisdictions are they spending on fuel-switching, moving from gas equipment to electric equipment?"

And I understand that -- you gave a response at the time, but I understand that you believe that you have a more fulsome response that would be of assistance at this time.

MR. WEAVER:  Yeah.  I think that's right.  So --


MR. JANIGAN:  I'm sorry, in our -- we neglected to swear in Mr. Weaver.

MR. WEAVER:  Oh, sorry, thank you.

MR. MORAN:  I was assuming because he was already sworn in that he continues to be sworn in, Commissioner Janigan, but we can do it again.

MR. O'LEARY:  I am not sure that he was sworn in, Commissioner Moran.  He was available on Presentation Day.

MR. JANIGAN:  That's correct.

MR. O'LEARY:  Yeah.  So we all missed that one, so should we just start again?

[Laughter]
ENBRIDGE GAS INC. - PANEL 3
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MR. MORAN:  Thank you very much.

MR. O'LEARY:  And all of the evidence, Mr. Weaver, was prepared by you or under your direction?

MR. WEAVER:  Yes.

MR. O'LEARY:  All right.  And have you -- do you adopt it for the purposes of this proceeding?

MR. WEAVER:  Yes.

MR. O'LEARY:  Thank you.

Sorry.  If we could go back.  Do I need to repeat the question, panel members?  No.  Okay.  Mr. Weaver, you can provide your response in respect of slide 30.

MR. WEAVER:  Yes.  And so to paraphrase my response, what I said was this chart depicts 2019, and in 2019 none of these jurisdictions were offering incentives for electrification.  But then I went on to say moving forward I think all of these jurisdictions are doing something in that area.

And in doing that I really spoke too quickly, and I conflated states with individual utilities and I conflated general policies with specific programming.  So I want to be more precise.

So why don't I take you through -- these utilities represent three different states, so on the left we have CenterPoint from Minnesota, next to that we have Consumers Energy and DTE from Michigan, and then to the right of that we have Eversource and National Grid in Massachusetts.

So -- and so the actual policies in these states really run the gamut, so I think it actually gives you a good sense of what is going on across the country.  So let's start with Michigan.

In Michigan, utilities are not allowed, either gas or electric utilities, to provide incentives for fuel-switching, and I don't know if that is a state law or just commission policy.  I could find that out for you, but the utilities are forbidden in Michigan from doing that.

So in that state, the electric utilities do have incentives for heat pumps, for example, and for some other measures that could be electrification, but they are only allowed -- for example, with the heat pumps they're only allowed to provide those incentives to customers that already have electric heat.  And so neither gas or electric utilities are allowed to provide fuel substitution incentives.

Both of those utilities, by the way, are combined gas and electric utilities, and that is also important in terms of how these policies play out.

If we move on to the next one -- let's go to Minnesota on the left, so CenterPoint.  CenterPoint -- and here I know it was a law in Minnesota until, I think it was 2021 the law changed.  So prior to 2021, the law again forbade any utility from offering an incentive for fuel substitution or fuel-switching.

That law has changed last year.  And it now allows utilities to provide those incentives and tries to set up a policy framework for that.  It is unclear how that will play out, and if you think about it, think about a gas utility, they kind of have three strategies in this area.  One strategy is to do nothing and just allow the electric utility to offer incentives on a heat pump -- I will use heat pumps as a shortcut for all electrification, but it would apply to other kinds of electrification opportunities as well.

So one strategy would just be passive, and the electric utility offers an incentive, and then -- and there is some fuel-switching that happens, and there is some rules around how that utility can count those savings.

A second strategy is to have the gas utility offer incentive, but perhaps for like hybrid heat pumps and not for full electrification, similar to what I have been hearing about Enbridge's programs over the last few days.

And then a third approach would be to -- for the gas utility to offer incentives to fully electrify and therefore take the customer off of their system.

And so those are strategies available.  It is unclear what's going to happen in Minnesota.  I have talked to some of the people that are helping to manage that transition, and their sense is CenterPoint will follow the first strategy, but they don't really know, I don't really know, I don't think CenterPoint knows at this point in time, but that is a state in transition.

I will also point out that, along with the law change that allowed fuel substitution in Minnesota, they passed a separate law, but in the same area, that created a natural-gas innovation fund, and that fund will be used to support innovation to decarbonize the natural-gas system, and that will include, it's my understanding, a whole range of technologies, from end-use technologies like gas heat pumps, through supply technologies around decarbonized natural-gas supply.  I think it is the whole gamut.  So that goes hand in hand with the electrification.

So that is Minnesota.

And then the other state is Massachusetts.  And they have been evolving slowly into this area, and so up until December 31st of this year there was fuel substitution that was going on, but it was only with what they called delivered fuels, and so those are fuels -- basically oil and propane that are delivered with a truck, as opposed to natural gas that comes through a pipeline.  

But starting with the portfolios this year -- again, the utilities are offering fuel-substitution programs, and in those programs the electric and gas utilities split the incentive.  So the gas utility is actually paid for.  Again take the heat pump, for example.  They pay for the fuel substitution from a standard furnace to a standard heat pump, and then the electric utility pays for the added efficiency gains from a standard heat pump to a more efficient heat pump and also for the cooling side of it.  So they split up the incentive in that state.

And again they also -- because there's -- electrification is tricky especially around heating.  The economics in New England, especially with the way fuel prices are in New England, is -- it is not very economical for natural gas, where it is much more economical for delivered fuels.

So their stated policies are one, focus on delivered fuels still, to also focus on new construction, and then also require -- require any existing building that does electrify to be -- to get a deep retrofit so that it is highly efficient building shell.

So those are three different states that have a range of approaches.  And again, I wasn't accurate, Commissioner Moran, when I responded, because I said all of these states are pursuing electrification, and really only Massachusetts is right now in 2022.  So I hope that helps and I apologize for the confusion.

MR. O'LEARY:  Thank you, Mr. Weaver.  Just a little follow-up and if I could briefly ask you to respond to this.  As you are aware, in this proceeding certain parties are suggesting the company should be prohibited from offering incentives for gas appliances.  What is your experience in respect of gas utilities in the United States being prohibited from offering incentives on gas appliances?

MR. WEAVER:  Yes.  So I don't know of any utility or any jurisdiction that does that.  Again it is hard -- you know, I can't cover the entire United States or entire North America; I don't know about everybody.

But for example in these states, all four of these states are continuing to offer incentives for gas furnaces, gas boilers, gas water heaters, other gas appliances.  And again these are five of the leading jurisdictions that were identified by Energy Futures Group and I agree with that, these are leading jurisdictions.

MR. O'LEARY:  Thank you, Mr. Weaver.  Earlier today, Mr. Neme provided some examination-in-chief evidence and some cross-examination evidence, and I understand that you were listening in for his evidence.

MR. WEAVER:  Yes.  It is hard to listen in on five full days of hearings, so when your name is mentioned my ears perked up a bit.

MR. O'LEARY:  You will recall he was responding to comments that he attributed to you relating to the proposed TAM, target adjustment mechanism in this proceeding and you offered some comments earlier about the situation in the United States and how certain jurisdictions have target adjustments of some nature there.

Do you have a response to Mr. Neme's comments from today?

MR. WEAVER:  Yes.  I think the -- well, to paraphrase Mr. Neme, I think what he said is that the adjustment mechanism in Ontario goes farther, is farther reaching, more comprehensive than in other states.

And I think that is true.  I think it is better for those reasons and I will get into that.  I think also important importantly, I think the decision you are facing, commissioners, isn't whether the Ontario mechanism differs from or is better or worse than the mechanisms in Illinois or Massachusetts or Minnesota.

It is the two proposals that are on the table facing you, and those proposals are that proposed by Enbridge to continue with some minor modifications in the mechanism that has been in place for Ontario for quite some time, or the Staff recommendation from the Optimal team which is to eliminate the adjustment mechanism and have no adjustments at all.

And so and I really disagree with that.  So let me talk about each of those quickly, if you will.

The -- so again what I said is that in all leading jurisdictions and many other jurisdictions -- for example, all five of these jurisdictions and many other jurisdictions -- there is at least some adjustment.  And so that is, again, here we have Massachusetts, Minnesota, Michigan, also New York, Illinois, Pennsylvania, Hawaii, Vermont -- and there is others -- all have at least some component that overlaps.

Mr. Neme went on to break it down into different components, I think he listed three.  He said as the utility is trying to deliver on their goals, the first thing is how they deliver participants and then the second is the savings per participant, call that gross savings, and then the third is the net-to-gross adjustments.

And so what he said is that in many of these states -- in more states, they adjust for the net-to-gross and that is a true statement, that there are more states that adjust for net-to-gross than other states.

But that doesn't make the adjustments for the gross savings for example unimportant.  So you know, I have a variety of clients and they prefer these adjustments, again they want to be judged on -- that they have some control over it and that things that affect performance that they don't have control over, they feel are inappropriate.  And I agree with that.

So you know, sometimes when there's a change that is offered, there is a deal and the utility asks for full adjustment and other parties ask for no adjustment and there is a compromise in the middle where they again have to go through, and that's something else.  So the utilities are happy to have that, but many of them would prefer to have full adjustment.

And if you think about it, like these gross savings -- so what makes it hard to manage the portfolio is that really what is in your control is the first thing Mr. Neme mentioned, which is how do you deliver participants.  You have money and you are spending that on marketing and incentives and other program features and you are delivering the participants.  That is your job.  That is what you should be held accountable for.

And then you develop a plan going into the plan cycle and that allocates your budgets and really predicts how many participants you can deliver, and then that translates into gross savings and net savings and you apply whatever rules are in place when you put the plan together and get the plan approved.

Then you go down and a year later, two years later or four years later, there is a study that comes out and the net-to-gross factor may change.  And if it goes down, the utility, you know, could be delivering the exact same program and with the exact same marketing and incentives that they put in the plan, and they're getting less savings for that.  And that is frustrating because they're being held accountable for something that has changed.

It could go up as well, and they appreciate the bonus. Most utilities would prefer to eliminate both the upside and downside, and just be held accountable for the things they are in control of.

The gross savings are totally analogous.  Most of this comes about through something called a Technical Resource Manual, which you also have in Ontario and that reference manual sets the rules of the road, the engineering methods that will be used to calculate the gross savings and those can change over time.

Engineers can have a preference for one approach or one adjustment factor, and then they might be based on measurements that were made as a factor.  But again that is outside of the utility's control and it makes it better, it improves the algorithm and it does a better estimate of savings and if the utility knew that when they put the plan together, they would have put that into their plan, but it was unknown.  So it is adjusted to the savings that is outside of their control.  So it is entirely analogous to the net-to-gross.

MR. O'LEARY:  Just moving on.  I understand in reviewing your evidence, and in particular the response to issue 5, EGI.ED.11, that you felt that your answer required some refinement.

Are you able to summarize quickly what the answer was and what it related to, and then the refinement that you would like to make?

MR. WEAVER:  Yes.  So in this request, I was asked about this issue of if the OEB expands the size of the portfolio either in this proceeding or in future proceedings, should the size of the performance incentive pool expand and if so, what scale should we use to expand that.

I said in my original evidence that I agreed with that approach that was proposed by both Energy Futures Group and Optimal Energy, and in terms of the scale, what I said in my response was, well, if the performance incentive mechanism that you approve is dominated by savings, then it should probably be savings.

And what I didn't think about is that -- is that I think that's too simplistic.  So for example, you could have a situation where you expanded the size of the portfolio, say the budget in a portfolio, but then you directed Enbridge to shift resources significantly into low-income and residential markets.  Well, the yield on those residential and low-income programs is much lower.

So even though they had an expanded portfolio, budgets, activities, the amount of management attention it took from Enbridge, the savings would actually go down, so the incentive pool would go down even though the portfolio is bigger and more important.  And so I think you could have unintended consequences.

So instead I think a better approach would be similar to what they're doing in California now, which is to segregate the activities into buckets, and there's -- basically some of the buckets would scale with savings, and that is probably the commercial and industrial programs, and the other buckets, which would be the residential program, the low-income programs, the market transformation kinds of activities, that would probably scale with just budget, because I think budget is a better indicator for how important that is to the portfolio.  So maybe you would have a mix of drivers to that.

And then -- and you should also consider the final performance incentive mechanism that you adopt, and if that has got some other features and some other drivers beyond savings, then you might incorporate those.  For example, if you adopt something with net benefits, maybe you would incorporate net benefits at that same percentage.

MR. O'LEARY:  Thank you.  And so --


MR. WEAVER:  I think my original answer was too simplistic.

MR. O'LEARY:  Thank you, Mr. Weaver.

One final question, and if I could ask Ms. Adams to pull up Exhibit KT3.3, and while she is pulling it up I will just start with a question.  You have advised the panel during the presentation and in your reply evidence that the panel should exercise caution when using and relying upon benchmarks from other jurisdictions.

I understand that you have reviewed an analysis which attempts to take a residential program offering in CenterPoint and to basically Ontario-ize it, if there is such a word, to account for the fact that Ontario has much different baselines for furnaces and boilers.  I am wondering if you could walk us through your review of that analysis and the conclusions you reach.

MR. WEAVER:  Yes.  And so I have reviewed this analysis, and then, Ms. Adams, if you could just scroll up a little bit but keep that blue line kind of at the top of the page.  There you go, thank you.

So this is an analysis that was in the Optimal Energy report, and that compared savings for residential programs at Enbridge, you can see in that left-hand column, to savings at some other jurisdictions.

So I am going to walk through -- this is just an example, but I'm going to walk through the CenterPoint example, so that is the second from the right there.

And so as you can see -- well, first of all, as you can see, the Enbridge program on that net-to-gross row, it lists the kinds of measures and offerings that are there.  So it is Whole Home and air-sealing and insulation, so basically weatherization measures, as well as thermostats.  And then -- and CenterPoint, it is not estimated, but we're going to see on the next page what is made up there.

And I think the -- I think the takeaway from this is that the .98 percent for CenterPoint is bigger than the .15 percent for Enbridge, and again I don't think this has the context of cost.  And so as I mentioned before, as we were talking through the Energy Futures Group benchmarks, you have to consider costs as well.

But let's start there.  So that is what the Optimal team put on the table.  So if you could go to the next page, please, Ms. Adams.

So this also comes from the Optimal report.  And if you look, these rows are broken up by utility, and so there at the bottom of the screen you see CenterPoint, and this breaks down the CenterPoint offering into its sub-offerings, the CenterPoint residential portfolio into sub-offerings.

And so you can see here that of the total 21 million cubic metres of savings, home-efficiency rebates makes up over half, almost 12 million, so it is dominated by that.

You can also see that of the costs per unit savings, the 95 cents, is -- because home-efficiency rebates is so much at 84 cents, it dominates the costs.

You can see for their weatherization things, the high-efficiency home and the home-insulation rebates, those are much more expensive.  So those are on the more expensive side.  So that would be a more apples-to-apples comparison with what Enbridge is offering, although Enbridge has thermostats, and that is kind of baked into the home-efficiency rebates line.

As was true for my example with the Energy Futures Group comparisons, there are offerings here in the CenterPoint portfolio, residential portfolio, that are not viable in Ontario, and so Enbridge, for good reasons, and I think most of the stakeholders support, is not offering a home energy reports program which is a behaviour modification program, which is the cheapest thing on the list there.

So again, when you look at the dollars per cubic metre, that has a big impact on how CenterPoint is getting there.

But here's the breakdown.  Now, going on I really just want to focus on that 12 million cubic metres coming from home efficiency rebates for CenterPoint.

So if we go to the next slide, please, Ms. Adams, next page.

So this was developed for the technical conference.  So there are parts I am not going to address, and Enbridge had a more detailed analysis.  To keep it relatively short I am just going to focus on the residential, so we can skip through this page, which is commercial programs, and the next page, which has some more commercial detail.

So here Enbridge just pulled out some data from the same source.  You can see the source up there at the top, which is the CenterPoint filing with their commission, and it lists the same programs that were shown on that previous slide, and it lists them in both dekatherms, which is the U.S. units, and in cubic metres, which are the Canadian units.  It is the same, 11.7 million cubic metres.

And if you scroll down to the bottom of this page, Ms. Adams.  Here's another number that was pulled out of their report that is important for the next thing I'm going to do, which is how many heating systems were rebated, and so there is 15,870, just below 16,000, so I'm going to use that to try to break down that 12 million cubic metres into how much came from heating and how much came from other things.

Go to the next page, please.  Here is some background calculations that I can talk about on the next page to keep this shorter.  Scroll to the next page, please, Ms. Adams.

So here is the analysis.  There is a lot of numbers on these page, but I will try to orient you and get to the meat of the conclusion.

And so on the top is a calculation that determines, well, how much of that 12 million cubic metres comes from heating systems.  And so that number was not presented in their annual report, and so Enbridge had to go back to their plan, and so on the left there at the top table you can see the 2019 planned participants and what share of the participants came from different efficiency levels of furnaces and boilers.

And then Enbridge just applied that same amount to the 15,870 heating systems and calculated the savings per system that CenterPoint was assuming for each of those, and if you multiply through all of those rows you see in 2019 it looks like about eight-and-a-half million of the 12 million therms -- or, sorry, 12 million cubic metres come from heating systems.

And as we have been discussing over the week, in Ontario there's already a standard of 95 percent.  So you can't offer 92 percent or 94 percent efficient furnaces, and next year there will be a standard of -- I forget the number, I apologize -- for boilers, and so somewhere between 83 and 91 percent.  I think it is 90 percent boilers.  And so those measures couldn't be offered in Ontario.

And Enbridge -- in their analysis they bend over backwards to say, well, maybe all of those would go up to the 96 percent furnace and the 91 percent boiler, so that's what they did, is they shifted all of those 15,870 into those two bins.

I probably would have said, really, you can't have a viable program, because you can't offer a broadcast downstream or even upstream HVAC program.  You have to be more targeted and that is what Enbridge has done.  They're only offering heating system rebates to customers that do whole home retrofits.

They calculated it through and said if all of those systems went up to the -- had a 95 percent baseline or 90 percent baseline, the savings would drop from 8 and a half million therms to something like 28 -- sorry, I keep saying therms -- 8-and-a-half million cubic metres to something like 285,000 cubic metres.  So a significant drop.  

And then if you roll that through -- if you scroll up a little bit to those rows at the bottom, Ms. Adams.

So if you roll that through, you know, they've lost 8 million out of 21 million therms; that is like 40 percent of the program.

So the savings on this program in this portfolio if it were offered in Ontario, just adjusting for that furnace, not taking out the behavior program at all, the savings dropped by 40 percent.  So from .98 percent down to something like 0.6 percent.

But then, again as I discussed on Presentation Day, in Minnesota they count savings at gross.  They don't even calculate net-to-gross.

So Ontario would not be allowed to do that, so you have to adjust for net-to-gross.  So they applied a net-to-gross factor that came from Mr. Neme's recommendation in his report that is kind of a U.S.-wide, it is probably too high for furnaces because 85 percent is generally high for furnaces, but that's fine in terms of what we're trying to say here.  So that cuts another ten percentage points out, and so that would drop the savings to 0.51 percent.

So my point here, similar to my analysis of the Energy Futures Group studies, is that when you are using benchmarks you need to be careful.  Context is key and that in applying them to make decisions in Ontario, you need to make proper adjustments so that you are looking at like to like, apples to apples comparisons in order to apply these to make specific changes to the Enbridge portfolio going forward.

MR. O'LEARY:  Thank you, Mr. Weaver.  Mr. Chair, Mr. Weaver is now available for cross-examination.

MR. JANIGAN:  Thank you very much, Mr. O'Leary.  I believe Green Energy Coalition and Mr. Poch will go first.
Cross-Examination by Mr. Poch:


MR. POCH:  Good afternoon, panel.  Good afternoon, Mr. Weaver.  First of all, let me just start at the high level here, your scope of review.

I guess if I am remembering correctly, you noted that you have not been asked to review Enbridge's proposal in its entirety.  You have not made an assessment of program design, or performance, or portfolio saving goals or cost-effectiveness.  That wasn't within the ambit --


MR. WEAVER:  Yes.  That is a true statement, right.

MR. POCH:  You were just talking about the target adjustment mechanism with Mr. O'Leary a few minutes ago, and I think you suggested, well, what's on the table is the Optimal proposal, no target adjustment mechanism, or the utilities' filing, which is largely a continuation of the existing one.

I just want to make sure you understood the Board is not constrained by that.

MR. WEAVER:  Sure.

MR. POCH:  Okay.  And I think what you were saying is it is really what is critical here is that target adjustment mechanism -- I mean, the goal seems to be to protect the -- give a utility comfort they're not going to get caught out by things that aren't within their control, but that they should be accountable for things that are within their control.  Is that fair?

MR. WEAVER:  Yes.

MR. POCH:  Okay.

MR. WEAVER:  It should focus on things primarily in their control.

MR. POCH:  All right.  Can we agree that net-to-gross is not entirely outside of the utility control?  It is affected by program design and where they target their budget, even if their budget is constrained?

MR. WEAVER:  I think utilities can take actions that affect the net-to-gross.  But I think in terms of performing against an approved plan, net-to-gross is largely outside the utility's control.  They come into the plan.  They apply the most recent net-to-gross ratios that have been developed for their portfolio, and that's what gets approved and that's what determines the yield in terms of the number of net cubic metres that they will deliver per dollar that they have to spend.

And then those are going to change over time as evaluations come in, and some of that, that could be driven by specific actions the utility takes to approve the portfolio.

But much of that, in my view, comes from just noise.  Some of these net-to-gross values, they're not precise, and when an evaluator provides a number with even two significant digits of say 71 percent for a certain program, that is not precise.  That is really the best estimate on a range from, you know, maybe 60 to 80 or something and that's the number we use.

So in three years, you could come in and it might be 62 that year and that is still within that range.  And it might be 78 the next year, and that is still within that range.

So much of this is driven by just random noise, and some of it is driven by the particular participants in that year that was measured and the next year with different participants, it might change a little bit.  That's more true for larger programs with larger customers that have fewer participants.

MR. POCH:  Okay.  Let me see if I understand.  Over time, if a utility can refine its program designs, it can affect its free rider rate.  I think you would agree with that.

MR. WEAVER:  Yes.  I think there are things that a utility can do to improve the program design to improve the free rider rate.

MR. POCH:  All right.

MR. WEAVER:  I think with Enbridge, who has had a program in place for, I don't know, at least a decade -- and I think I heard this morning multiple decades, but I don't know how long.  I think their program designs are relatively stable.

I think that there are -- they've implemented many of those strategies.  I think if there are specific recommendations on program design that a -- in terms of planning that a party puts on the table and says if you implement this specific change and I think it will result in this specific increase, then that should be baked into the plan today, if the commission agrees that is a reasonable change and that is a reasonable change in the problematic change and that's a reasonable change in the net-to-gross number that would come from that problematic change.

But -- and I think in execution if an evaluator reviews a program and sees the delivery and has a specific recommendation for improvement, then Enbridge should be held accountable for either implementing that change or explaining why that recommendation, you know, is unwarranted.

But I don't -- I think beyond that, I don't think it is reasonable or good policy or best practices that whatever net-to-grosses are determined today should be applied to Enbridge over the next five or six years.

MR. POCH:  All right.  I think I hear you right.  I guess my question was simpler.  It is just if over time, a utility can improve its program design, its net-to-gross is going to improve.  And there may be lags in terms of when that gets recognized by -- in the Technical Resource Manual or whatever, and there is a difference between, you know, before a point is set and the middle of the plan, if I think I heard you correctly.

MR. WEAVER:  That's true.  And the way the adjustment mechanism is set up in Ontario that if, for example, you know, in 2024 the evaluator gave Enbridge a recommendation to improve the net-to-gross and Enbridge implemented that and it actually had an improvement, then that would get rolled into the goals and Enbridge would be accountable for that for the -- moving forward.

MR. POCH:  I will leave aside whether or not the evaluator in Ontario gets to tell Enbridge what to do with its program design, as opposed to measuring its results.  But that was something that Mr. --


MR. WEAVER:  I did some of the evaluations and I have seen some recommendations like that, and I think they are getting both process and impact evaluations.  Again, I --keep going.  Sorry.

MR. POCH:  I just don't think Enbridge gets to be -- is held accountable to any such recommendations.  They're just suggestions.  But let's leave that aside because we will let Mr. Shepherd deal with that in his argument.

I wanted to go on.  Can we turn up tab 35 of the GEC Compendium.  We just filed one compendium for all panels here, Ms. Adams.

Tab 35 is a reply that you were responsible from a GEC question.  If you scroll down, I have highlighted it.  I think there is an innocent mis-statement there.  You said National Grid's portfolio does not have a budget constraint, so can afford to offer larger rebates, which drives down net-to-gross.  I think you meant to say which drives down free ridership?

MR. WEAVER:  Sorry, can you just -- what number this is, so I can just make sure I know what the context was around this specific --


MR. POCH:  This was in the reply interrogatory responses, issue 3, GEC 20, answer part D.  Page 20 of your combined responses, I think.  It is on the screen.

MR. WEAVER:  Great.  So...  Sorry, your numbering system confuses me, so let --


[Laughter]

MR. POCH:  I think you don't really need the context for this one --


MR. WEAVER:  Let me read the paragraph.

MR. POCH:  Sure.  If you read the paragraph, I think you will see.

MR. WEAVER:  [Reading]  Yes, you're right.  That is a mistake.  And so with higher budgets you can afford higher rebates, and I agree, and Mr. Neme has been saying this, that with higher rebates you have fewer free riders and therefore a higher net-to-gross.

MR. POCH:  Right.  So I understand that.

MR. WEAVER:  I think I said that backwards.  Thank you for that correction.

MR. POCH:  Right.  In effect -- and you also said -- in the technical conference I think you said you -- I think I words were, violently agree with Energy Futures Group if what they're saying is with more budget you can raise net-to-gross and get more savings, so that is all consistent now.

MR. WEAVER:  Well, no.  I think what I was saying in the Presentation Day that we were in violent agreement that with higher budgets you just have more money to spend, and with more money to spend you can get more participants and you can get more savings.

MR. POCH:  And what --


MR. WEAVER:  I will put a caveat on that because, similar to what I said earlier around the correction to that one -- to the one interrogatory, the ED.11, which is you could increase budgets and actually lower savings, because if you shift all of the budget to the lower-yielding programs --


MR. POCH:  Sure.

MR. WEAVER:  -- you get smaller savings.  But --


MR. POCH:  Yeah.

MR. WEAVER:  But if you spread -- you know, if you just spread it and whatever the budget increase is spread around the whole portfolio, you should be able to get more savings.

MR. POCH:  It's just -- it's -- you accept -- if you can -- if you can increase your participation you are going to likely improve your net-to-gross --


MR. WEAVER:  Yes.

MR. POCH:  -- in any given program.

MR. WEAVER:  Yeah, yes.

MR. POCH:  Okay.  Great.  Now --


MR. WEAVER:  Within limits, I mean, but I think....

MR. POCH:  Sure.

MR. WEAVER:  But I generally agree with that general statement.

MR. POCH:  Okay.  Great.  Directionally.  That's fine.  Now, a lot of the discussion back and forth between you and Mr. Neme has been about this question of comparison, and you spoke about that a bit today too, the comparison of the jurisdictions, leading jurisdictions, cold-climate leading jurisdictions, to be more precise, and you suggested a number of adjustments that you felt should have been made to make that comparison more meaningful.

Mr. Neme responded in great detail in JT3.3, which I am sure you have had a chance to see, and he summarized that in his slide presentation last week, showing the bars unadjusted and adjusted, just as you have done in yours.

But -- and he still found with -- and I will get to the important distinction -- he still found that, you know, these other jurisdictions are getting about twice as much savings as a percentage sales as Enbridge.

But the thing he didn't adjust, which you did adjust, was this net-to-gross adjustment, which I think, if we turn to tab 26, I think you will agree with me if we go to tab 26 -- and we have included the two pages from your slide presentation.

I think, Ms. Adams, if you use the tabs on our thing and go to 26 you will be there.  Oh, I might be wrong.  Let me just see.  Oh, there we are.  We're good.  Tab 36.  My apologies.

And if we just flip between that one, where you have made a number of the other adjustments you have spoken to just a few moments ago, and the next page, you will see that that's where the big drop occurs.  Once you start -- you adjust the net-to-gross of these other jurisdictions to reflect the net-to-gross that Enbridge is experiencing, there is a -- a big drop occurs, and I see -- I think we can see if you flip back and forth between those you have basically adjusted the commercial in the orange bars, which are the C&I, or commercial and industrial savings.

Have I got that right?  [Cell phone sounds]  Excuse me.

MR. WEAVER:  Yes.  The orange bar is commercial and industrial.

MR. POCH:  All right.  And that is where you have made that adjustment to net-to-gross.  If you just flip between those, if Ms. Adams scrolls us back and forth, I think you will see that.  All of the other bars pretty much stay the same size --


MR. WEAVER:  Yeah.

MR. POCH:  -- and the orange changes, right?  And that is the big difference between you and Mr. Neme's adjusted comparisons.  There are --


MR. WEAVER:  No, I think that -- that is, I think the most significant difference.

MR. POCH:  Sure.  I --


MR. WEAVER:  But there is another large difference, which is that, if you could go back up -- I don't know if you have my -- is this my whole presentation --


MR. POCH:  It isn't.  And I don't mean to suggest that the other adjustments --


MR. WEAVER:  Yeah, so there is one other large change, which is the way the account percent savings in Michigan is not percent savings.  They have two ways of counting, and if you are a large transport customer, your cubic metres don't count.  And so Mr. Neme was overstating the savings as a percent of sales in Michigan.

So that was a substantial factor.  But the largest one, I agree, was the net-to-gross adjustment.

MR. POCH:  Okay.  And I would like to just focus in on that one so we can understand the difference --


MR. WEAVER:  Yeah, sure.

MR. POCH:  -- in analysis.  And -- now, this -- these graphs, in effect, quantify these adjustments which you had spoken to earlier in the technical conference and in your evidence.  But you haven't actually -- you have done these quantifications of what these adjustments would do.  So you -- I apologize.  We didn't -- well, I won't apologize.  We couldn't have asked you about these numbers in --


MR. WEAVER:  Fair.

MR. POCH:  -- interrogatories or in the technical conference.  Today is our first chance.  That's okay.  We can deal with that.

So if I can -- if you can indulge me and just tell me how you did this.  Did you -- did you adjust each program net-to-gross for each utility using a different Enbridge net-to-gross results; for example, using Enbridge's higher net-to-gross for prescriptive commercial measures than for custom measures?  Or did you apply some kind of blanket or weighted average adjustment factor across all of the C&I savings?

MR. WEAVER:  Yes.  I did something -- oh, sorry.  I thought you were going to say something else.  So, yes, I applied three factors, because the data we had for -- for the various portfolios, the best common denominator was just at the level of residential, low-income, and commercial --


MR. POCH:  Okay.

MR. WEAVER:  -- or -- and non-residential.  So we applied three factors to the appropriate set of --


MR. POCH:  Okay.

MR. WEAVER:  -- programs.

MR. POCH:  So just looking at the orange bars where this adjustment was made to the net-to-gross, that was just in C&I, you used the -- just the combined Enbridge C&I net-to-gross value?

MR. WEAVER:  Yes.

MR. POCH:  And were you able to -- so you didn't distinguish between C versus I.  It was -- you lumped these things --


MR. WEAVER:  Right.

MR. POCH:  -- together.  Okay.

MR. WEAVER:  Right.

MR. POCH:  And how did you account for the fact that, for example, in Massachusetts they have a -- they have a net-to-gross value in there.  I think I understand it is new construction savings, where most of the savings come from is 73 percent.

How mechanically did you adjust for that when you did your math here?

MR. WEAVER:  Well, so actually -- so that -- so let's remember these states.  So on the right we have got Massachusetts, and Massachusetts has a net-to-gross for each program.  And so we were able to calculate the net-to-gross for that weighted average for that sector.

In Michigan and in Minnesota, again, they don't measure net-to-gross.  In Minnesota they only measure savings at gross, and in Michigan they measure savings as something called net, but they don't measure the net-to-gross factor.  They just apply .9 to most programs and 1.0 to low-income programs --


MR. POCH:  All right.  Now, I --


MR. WEAVER:  -- and so there we didn't have -- so there we're starting from that blanket number.  So we applied the Enbridge values at the sector level.

MR. POCH:  Okay.  So if I understand correctly, since you used the combined Enbridge C&I net-to-gross to in effect de-rate these savings for these utilities, you would have decreased these other utilities' commercial standings by applying a net-to-gross value that includes Enbridge's far lower large volume industrial net-to-gross numbers, something where Enbridge has a much higher proportion of customers, is that fair?

MR. WEAVER:  Yes.  It is also true that the converse happens on the portion of savings coming from larger customers.  We used a weighted average, so it is higher than what would occur for the larger customers.

MR. POCH:  Okay.  And obviously you and Mr. Neme agree that budgets are a big factor here and you tried to -- let me put it this way.



Given that you haven't assessed Enbridge -- as you indicated at the start today, you haven't assessed Enbridge's program designs.  Isn't it possible that Enbridge has low net-to-gross ratios for values for some programs in part because its program designs and incentives are just sub optimal?  You're not in a position to say, really?

MR. WEAVER:  Yeah.  Again, I don't know what each of their program designs are and how they have done that.  But I will say I know that -- I know they're operating under a budget constraint.

MR. POCH:  Yes.

MR. WEAVER:  So and I've worked with utilities that operate under a budget constraint and it's just different than utilities that are much larger budgets.  So Enbridge has done an excellent job trying to spread money around and trying to offer something for everybody, and that has an impact on net-to-gross.

MR. POCH:  I take it you can't comment on the quality of their programs.  You just haven't had an opportunity to do that.  I won't put you on the spot.

MR. WEAVER:  No.  But what I have done, in terms -- I have focussed on benchmarking and understanding the drivers of benchmarks and how they would be adjusted.  And a key that I also had in my presentation -- I didn't spend a lot of time talking about it because I was running long -- but Enbridge is much more industrial than these other jurisdictions.

And so when Mr. Neme did was he applied an average across all utilities -- and actually I don't even know if it was across gas utilities or gas and electric utilities, and so that's clearly too high.

Regardless of the portfolio, regardless of your budget constraint or not, you get better projected net-to-gross ratios for -- for certainly low-income customers and higher numbers for residential versus business.  And because Enbridge is so much higher business and large business, then the net-to-gross that Enbridge could expect is not going to be 85 percent, like Mr. Neme did in his adjustment.  So his is clearly too high.

MR. POCH:  Just to wrap this up, by applying Enbridge's -- what are lower net-to-gross numbers to these other utilities, you are removing any difference in net-to-grosses that may be due to these utilities either having better program design -- well, having better program design whether it is due to higher budgets or otherwise.

MR. WEAVER:  I guess so.  I think in terms of the program design, absent the budget constraints -- I mean, Enbridge has been doing this a long time.  I am super impressed with what I have been hearing about how well they understand these programs and how well they run them.

Enbridge has no -- nobody outside of this -- now I forget the punch line of the joke -- is always above average, right.  Enbridge is a little better in some areas and a little worse in other areas.

So while it may be true that in National Grid they have some programs that are theoretically better designed than Enbridge.  It is also true that Enbridge has some program designs that are better than National Grid, so I think that would cut both ways.

MR. POCH:  But you haven't been able to evaluate that.  You have already said that.

MR. WEAVER:  That's true.

MR. POCH:  Just another aspect of the comparison.  Are you familiar with Enbridge's e-tools calculator used to estimate savings for customer -- custom boiler replacements?

MR. WEAVER:  No.

MR. POCH:  No.  All right.  Well, you won't be...


MR. WEAVER:  Well, I heard Mr. Neme talk about that I made some adjustments that lowered the savings, and there was another feature of Enbridge's approach that would increase savings.  Is that what you are talking about?

MR. POCH:  It was the example he cited, that in his JT3.3, that there's going to be other items that go the other way and that was the one he cited.

MR. WEAVER:  So --


MR. POCH:  Go ahead, sorry.

MR. WEAVER:  Finish your question.

MR. POCH:  I take it you are not familiar.  You didn't examine that and you are not familiar with the details.

MR. WEAVER:  No.  But I think -- I read that in his undertaking.  And so that is true.  So again my analysis was not meant to give the Board a precise estimate of what would happen in Ontario if these other portfolios were operating in Ontario.

It was to help the Board understand that when Mr. Neme was presenting, he wasn't really giving you a fair representation of how these -- these portfolios, if they had the same constraints as Enbridge would operate here.

MR. POCH:  I understand -- so.

MR. WEAVER:  So there were -- you know, so I adjusted for some factors and Chris thought of some things that maybe would bump it up, and we have been going back and forth.

MR. POCH:  Sure.

MR. WEAVER:  So there are also further things that would bump it further down.  For example, as I reviewed the analysis that I went through earlier, I have learned that while the furnace standard has already been in place, the boiler standard is coming into place in Ontario next year.  So I didn't make any adjustment for boilers in these other ones, so that would further bring it down.

I think if we could go back and forth all day.  The point isn't a precise estimate.  The point is context matters.  Trying to make adjustments so that the data is relevant to the Board and trying to determine what are appropriate savings targets in this proceeding, that's what I am trying to do.

MR. POCH:  All right.  In other words, Energy Futures Group offered a high level comparison.  You are cautioning the Board that there's lots of differences that you have to think about to get a more precise comparison.

But in doing this -- I just want to clarify so the Board will understand what these charts mean.  You sought to point out ways that the Energy Futures comparison may have overstated these other jurisdictions relative savings levels, but you did not examine ways that the high level Energy Futures comparison had understated these jurisdictions savings throughout the -- relative to Enbridge.

MR. WEAVER:  I'm not sure I would say it that way.  I think I just went through an analysis of known factors that are different, and I just made those adjustments.  And so you know, for example -- and I didn't portray this as, again, every adjustment that should be made to give a precise estimate.

MR. POCH:  Well, in fact you didn't look for any program differences that would drive it the other way.  The one about -- that Mr. Neme pointed out by way of example.  That wasn't part of -- that wasn't part of what you were doing here.

MR. WEAVER:  Well, that's -- first of all, that is not true.  So to the extent that, for example, Enbridge has a higher net-to-gross ratio than in one of these jurisdictions for an individual program, then that would not get factored in here.

So for example, with EverSource or National Grid.  I was just making adjustments for what is actually happening here in Ontario compared to Massachusetts.

So I wasn't only looking for things that pushed it down.  I was looking -- I was trying to portray rational adjustments that frankly Energy Futures Group should have made, you know, to help the Board.

MR. POCH:  My point is simpler than that.  You have criticized Energy Futures Group for not doing a thorough enough investigation, and you your yourself aren't purporting to be a thorough investigation either.

MR. WEAVER:  Yeah.  I think the way I concluded on presentation day was that what Energy Futures Group put on the table were values that were two to three times higher than what Enbridge was delivering.  And I think if you made some reasonable adjustments, first of all, Enbridge seems to be delivering about as much gross savings as these other jurisdictions and with significantly less money than some of these jurisdictions, and if you adjusted for budgets -- and actually I did talk about that on presentation day, like that Enbridge is actually spending slightly more than the Michigan and Minnesota utilities on a per throughput basis, and that would bump it back up.

So that is another example of where -- I wasn't just trying to push it down.  I was trying to give a fair representation and a better -- and just help the Board understand, you know, what orders of magnitude we're talking about.

MR. POCH:  I think we beat this one to death.

[Laughter]

MR. WEAVER:  I think so.

MR. POCH:  Can we just turn up tab 38 in our materials.  You and I had a conversation back on the technical conference day about how fast some utilities are able to ramp up their savings and their spending, and spending would kind of be a crude -- a crude reflection of what they're going to save.

And I recall when we got to ConEd, you pointed out that when -- you will recall that I was comparing --


MR. WEAVER:  Yes, yes, absolutely.

MR. POCH:  -- different years, and we skipped the one in the middle, which was this odd 19-month period, and then you pointed out that there was a -- something I hadn't caught, which was that in the early year there were a bunch of programs that were being delivered by state agencies and that weren't in ConEd's budget, and then in the latter year that was -- they were combined with ConEd.

So we went back, and we just -- unfortunately, ConEd has done a filing since which actually combines all the spending wherever it happened in all of the years -- and I produced that here.

And first of all, just to point out, the -- interestingly enough, it turned out that the distinction didn't particularly matter in the program year eight there, because just happenstance, that was the year the governor and the legislature were fighting about spending and spending was frozen so there wasn't much spending other than --


MR. WEAVER:  I remember that -- I remember that --


MR. POCH:  Right.

MR. WEAVER:  -- distinctly.

MR. POCH:  All right.  But just so -- just looking then at the combined spending, which is in the far right column.  We just crunched the numbers and adjusted for the odd number of months between those two years, and then -- and that is in the box that I have added on the right.

And we crunched the numbers as between the year eight and year, I guess it would be called year -- year -- program year ten, which is 2018.  And they ramped up effectively quite a lot of -- 77 percent over the two-and-a-half -- roughly two-and-a-half years.

Does that accord with your understanding, if we roll all of this spending together?

MR. WEAVER:  Well, I agree the ratio of those two numbers is 1.77, but I need to walk you through it again, because I think there is other -- yet other things going on, including one of the things that you've highlighted.

So first of all, there is a lot of numbers on this table.  I have been working in Illinois for 12 years, and it took me a while to just sort through, like, what am I looking at here, so I'm going to spend a little time, because I -- for the Commissioners and anyone else watching, like, what are we talking about here.

So again, the rows are years, and then within every three years they do a subtotal.  So those grey rows are subtotals, so as you go down the rows, when you get to the grey you have to skip over them.  So that is one thing.

And then Illinois had a major piece of legislation that was passed in 2016 and went into effect in 2018, and they changed many things on how the electric portfolio was operated, one of which was they stopped operating on plan years that went from June 1st to May 31st and began operating on calendar years.

So you can see at the bottom of the page there they stopping have PYs, or plan years, 2018, which is a lot simpler.

Among the other changes -- well, and then the columns -- Mr. Poch is right -- on the right is the total.  And then the columns are various buckets of money that before 2018 ConEd was managing or was being used to deliver services in their service territory.

So on the top part of the table, the left-hand one with the red ConEd, that was ConEd's core budget that they managed going back to 2008 when all of this started in Illinois.

And then the second column, it says DCEO.  That is the Department of Commerce and Economic Opportunity.  And so the way Illinois structured it was that a state agency got 25 percent of every utility's budget, and they used that 25 percent to fund low-income programs and public-sector programs and market transformation programs.  So that money went to DCEO, even though it was paid for by ConEd ratepayers.

And then the third column -- no, third column is a subtotal of those two.  And then the fourth column is this mouthful of section 16-111.5b, which was basically a supplemental budget that ConEd could use for either it to propose programs that it felt it could deliver over and above their budget-constrained budget, or third parties could propose to ConEd, and any third party that proposed a program that met a certain criteria, ConEd would implement.

And so -- and those are often called the -- well, I'll just call them the third-party programs, even though some were delivered by ConEd itself, and in fact, the majority of the money in that column was delivered by ConEd itself.  And if you add all those up you get to the numbers on the right.

Starting in 2018 all of those third-party programs got effectively rolled in underneath through the ConEd budget. Those Department -- I'm just going to use the acronym, DCEO -- programs got rolled in as well, and so it is all one big budget.

A final thing that happened is that ConEd was allowed to also fund gas energy efficiency programs.  So whereas ConEd's budget was expanding, the gas utility budgets were not expanding.

And so especially -- and the utilities offered joint low-income programs.  And so ConEd was going to outgrow its partners, and that would really constrain how much low-income services could be delivered to that very important sector, and so the legislature allowed ConEd to basically fund -- work with the gas utilities until they ran out of money and then fund -- fund programs that delivered both electric and gas measures, and there was this formula for converting those gas savings into kilowatt hours for their goal.

So those are the key changes.  A lot of things happened to it.

And so for now let's go through your numbers, Mr. Poch.  So the 199, 200 million dollars on the right, that is your starting point.  And then your end point, two-and-a-half, 2.6 years later, is the one at the bottom, the $353 million.

But as you rightly point out -- and I am glad you have highlighted it here -- there was only -- there was like $4 million spent on all of those DCEO programs, because the legislature was fighting and the government didn't get funding.

So it is not like there wasn't activity and there wasn't capacity going on there.  And so you can see in the next year they spent almost $60 million, and if you look up above, they were spending around $30 million a year.  So there was -- so they made up for it the next year.

So I think -- I think an appropriate baseline would actually adjust for that.  So that there was the capacity in the States to deliver $30 million worth of low-income and public-sector and market transformation programs.  It just didn't get spent that year.  But you can see -- and I know, because I was working in Illinois -- they were -- they were signing up customers, and they had a huge queue, and there was a -- that activity was used to develop projects that got rolled out early in the -- once the budget constraint was lifted.

MR. POCH:  That is helpful.

MR. WEAVER:  I think a more appropriate baseline would adjust for that, so you would probably add $30 million into the starting point.

MR. POCH:  Okay.  Or alternatively, if you just back up a year, as you just suggested, go a year above that, the program year seven, where they, as you say, they weren't constrained by this legislative wrangle, there were around, you know, 200 million, and then we go to 352 or 353 million, it would be 3.6 years later if we wanted to just avoid that little wrinkle.

I guess my point here was simply that, you know, we have these numbers.  It is pretty -- it is possible for a utility to do some pretty significant ramp-up over a pretty short period of time.  That is all the point of this is.  And I have [audio dropout] on to you and I agree on that.

MR. WEAVER:  Well, again, context is key, all right?  And so I do think if we make that adjustment, and then again there is another adjustment where ConEd was spending gas, basically gas money, so you would also have to roll into that starting point a portion of the low-income funds that were being spent on gas programs.  That would give you a better starting point for 20 -- for, sorry, EPY 8.

MR. POCH:  Okay.

MR. WEAVER:  And I crunched the numbers.  That gives you something -- rather than 77 percent, it is more like 50 or 45 percent or something like that over two and a half years it is, I don't know -- it is 15 to 20 percent per year or something.

MR. POCH:  Good enough for my purposes.

MR. WEAVER:  Here is the more important piece which is a lot of that ramp-up -- and I know where the money went.  So a lot of their ability to expand that portfolio was driven by the revolution in lighting.

So LED lighting, especially in the commercial sector, but also in the residential side, but especially on the commercial side, ConEd developed a small business direct install program that could go to effectively every business in their service territory.  They're getting a significant investment in energy efficiency in those buildings with lighting, basically every building can transform their old fluorescent lights into this new modern technology, and you can see -- and they started that ramp up back in that -- if you see in that column of the third party programs, they went from $30 million to -- or 30 million to 40 million to 90 million to 160, but was the long year with the 19 months.  So they were already ramping that up.

So I think there is two key differences between what ConEd achieved and what Enbridge would be able to achieve. One is they had the opportunity for this massive increase because there were measures there that they could Deliver that were highly cost effective, and they had an area where they had been working at it for years and as with anything, as you scale, it takes a while to get into the market and then you can hit that sweet spot then you scale quickly.  So they were ready to scale when all of this happened.

So I am not sure that Enbridge would be able to scale by whatever the right combination of those two numbers are in that short a time.  I don't think there is a low income commercial LED lighting opportunity for Enbridge on the gas side.

MR. POCH:  Fair enough.  I wasn't trying to hang anything on the exact numbers.  Obviously this is an electric utility, so lots of differences.  It was just an example we spoke of and we got some more information I think we have gone on at length.

I wanted to turn to your amortization evidence which was very helpful, thank you.  Could we turn up tab 9 of the -- I want to know if I have done this correctly here.

In the graphic at the bottom of the page there -- thank you, Ms. Adams -- you gave a number of graphs in your materials and in your presentation where you were showing the effect of amortization and, in some cases, the effect of higher budgets being amortized.

First of all, I want to be clear.  The red line you have superimposed on that is the Enbridge proposal without an increase in budget, as opposed to the blue bars which is the amortized version with, in that case, a doubling of budget.  Right?

MR. WEAVER:  Yes, that's true.

MR. POCH:  So I just wanted to see if we wanted to compare -- just to sort of isolate the effects of amortization, if we doubled both the expensed version and the amortized version, do we just raise up that reds line like I did with the yellow bar?  Obviously it would continue on and drop.  But is it that simple?  Just double the height of that and...


MR. WEAVER:  I think so.  I have to think it through, but I think that is true.  I think everything scales with budget.

But again, with this chart -- what this chart was trying to show -- so what that would show is, like I showed in the earlier charts in the report and in my earlier charts in the presentation, is that so if you look at the yellow line compared to the blue, you get some head room in the early years.  Revenue requirements actually going down, but you pay for it a little bit in the later years.

That is not what I was trying to show.  What I was trying to show in this chart is does that mechanism allow you to increase budgets, and what does that look like.

And so the red line is Enbridge's current interpretation of the Board's direction, which is modest budget increases.

And so it would allow you to go beyond Enbridge's budgets in the early years.  But if you continued that on, then you would be well beyond what Enbridge is interpreting as modest budget increases.  So I was trying to say something different than your yellow line.

MR. POCH:  Fair enough.  I wasn't criticizing at all.  I just wanted -- for my purposes, I wanted to make sure I wasn't mis-interpreting.

Now, obviously if the Board were to tell Enbridge that they're not -- that they're prepared to see more budget put into DSM, seeing some significant increase, it is not going to happen necessarily a hundred percent the first year.  It is realistic to expect there to be a ramp-up period.

MR. WEAVER:  That is what we were just talking about.

MR. POCH:  Sure.  From your scenarios when you have shown increased budget, I think you haven't actually incorporated that aspects of it.

I think you have done a doubling here and in other graphs, you have done a 20 percent increase.  You simply increased it in each year the same amount as opposed to ramping it up, is that fair?

MR. WEAVER:  That's right.  This was just a -- it was not a plan or recommendation.

MR. POCH:  Then I would like to ask you, it would help us visualize what amortization looks like with ramp-ups included.  If you don't mind I would like to ask you as an undertaking if you could -- if you could do a graphic for us -- I assume you have this in your Excel sheets and it is not too difficult, with preferably with constant 2022 dollars for -- I think you have done the ramp-up with three different amortization periods, five-, ten- and 16-year amortization.  It would be helpful if you could do that again.

But I am going to suggest to illustrate the effect of ramp-up, start with a 10 percent higher starting point in 2023.  In other words, we'll have seen a ramp-up from 2022 to 2023 by 10 percent.

And then a ramp-up 20 percent increase in real dollars each year one year after the 20 percent, and then 20 percent again and so on.  Do you understand what I am suggesting?  It would be compounding them.

MR. WEAVER:  I think so.  But let me make sure I understand.  Did you have more in terms of --


MR. POCH:  No.  I think that would help us and I think it would be -- I hope it would be useful to the Board to visualize what this might mean in real life.

MR. WEAVER:  Well, actually -- I see Mr. O'Leary, so I will let him weigh in if he wants to here.

MR. O'LEARY:  I was going to first of all listen for you to determine the extent of the complexity of what's being asked and how long it would take to provide what's being requested.

MR. WEAVER:  Okay.  Well, let me start by clarifying to make sure I understand what you are asking and then I can answer -- and I can respond to you, Mr. O'Leary.

So you said in constant 2022 dollars, that's trickier.  So I will hold that.  But I think we could do something that shows it in nominal dollars, but then has your increase -- maybe reflects what you care about in terms of real dollars and some of the other inputs.

Then the five-, ten- and 16-year term is straightforward.

And then what you asked for was a 10 percent increase in 2023 compared to the 2022 budget, and I don't know what the 2022 budget is.

MR. POCH:  Sorry, I misspoke.  Compared to what you have assumed there.

MR. WEAVER:  All right.  That's good.  And then from that number, add 20 percent per year and that would be in real terms. So I guess it would be -- so I think if we just added 20 percent per year nominal, that would be simpler.  But we could also come up -- if you want to pick another number, we could come up with a nominal number that gives you that.

MR. POCH:  Enbridge is -- Enbridge has used two percent as a proxy in their evidence.  That would probably be appropriate to use that.

MR. WEAVER:  Okay.  Then would that go on forever?

MR. POCH:  As you have done in your examples, just something similar to what you have done in your evidence already.  So we can just see the difference when you do a ramp-up scenario.

MR. WEAVER:  Okay.  So it would be 20 percent per year through 2027, and then add inflation after that.

MR. POCH:  Well, I was -- no, I wasn't worried about after that.  I was just talking about through 2027, 20 percent -- let me stop there.

MR. WEAVER:  Yes.  Well --


MR. POCH:  You have done this in your proposals, you have done this to 2041.  Fine we can do 2027 and then, sure, do inflation after that.  That's fine.

MR. WEAVER:  Okay, all right.  And in the analysis it actually goes all the way, so you get all of the costs so you are covering all of the costs.

MR. POCH:  Pair enough.

MR. WEAVER:  Mr. O'Leary, I think this should be relatively straightforward and would not take a substantial amount of time, so I actually -- I certainly have the ability to do this.

MR. O'LEARY:  All right.

MR. POCH:  Thank you.  Assuming, Mr. O'Leary, that is not a problem for you, can I get an undertaking number for that?

MR. O'LEARY:  I am hoping that is going to be of value to the panels.  It is really what I am trying to determine.  So if the panel believes that would be helpful, we would be willing to do it, yes.

MR. POCH:  I am not hearing a concern.  Perhaps you can [audio dropout]

MR. JANIGAN:  I think we would be prepared to review the information in that undertaking.  I don't --


MR. O'LEARY:  Okay.

MR. MURRAY:  That will be Undertaking J4.5. 
UNDERTAKING NO. J4.5:  MR. WEAVER TO PROVIDE A GRAPHIC SHOWING FIVE-, TEN- AND 16-YEAR AMORTIZATIONS WITH RAMP-UPS INCLUDED, STARTING WITH A 10 PERCENT RAMP-UP FROM 2022 TO 2023

MR. POCH:  Thank you.  Thank you very much, Mr. Weaver.  That will be helpful.

Just a couple of other items.  You had -- can we turn up tab 32.  And if you could scroll down to the response.  We were asking you about, you know, measures that would affect -- that could reduce winter peak and how that might bring on savings for all customers in T and -- transmission and distribution investment.  In your response you didn't really answer.  You said your understanding is that -- as you can see there in A -- sales have been fairly flat for at least a decade.  So you are not sure that Enbridge has substantial capital investments necessary to meet growing peak demands.

I am going to ask you, can we go down one further tab to tab 33, and I will see if I can provide you with some context so you can consider -- reconsider that answer if you think it is appropriate.

This is from the Ontario Energy Board's annual materials that -- they do a yearbook.  Oh, I'm sorry, no, this is from -- this is from Enbridge's evidence in a previous case, their 2021 annual gas supply update, and you can see there a graphic of their -- of their -- where they're headed and how it's been going lately.

And it seems -- my interpretation, just see if you -- unless you disagree -- is that in fact it has been growing.  That being the case, can you -- I ask you if you want to reconsider that answer you gave?  I appreciate you didn't have an opportunity to have this information at hand then.

MR. WEAVER:  Yeah, so again, there is a lot of information on this chart.  And so I think what I am seeing is some bands, colourful bands, that are energy, and so that would be the units on the right, I guess, which are in billions of cubic feet.  I don't know what the D stands for.  And then there is a line that is demand, not energy.  And that is the units on the left, which is joules per day.  Is that what I am looking at?

MR. POCH:  That is joules per day, yes.

MR. WEAVER:  That is joules per day?  Okay.  So -- well, there is -- there's a couple of things.  So first of all, that is clearly labelled demand and not supply.  And so what drives investment is supply.  Do I need to add more?

And so there is this odd kind of rollercoaster over on the left.  I assume 2020 is COVID.  I am not sure what happened in 2018.  But clearly Enbridge -- and, well, the combined companies I guess back then had more -- they had some -- they had some reserve capacity.  So they must have had supply at least around the three petajoules per day level.

And so if you look at that, I mean, the increase in demand is mostly coming from 2020 to 2025, but that is demand.  I'm not -- I'm not -- I'm still not sure that they would -- there would need to be supply expansion to meet that, because presumably there is excess in the system today.  So that is point one.

Point two is more an aside, but the growth all seems to be coming from the power sector.  The other ones are really flat.  So this is an aside.  If that's what's going on, and electrification is your policy, then you are causing some trouble, because you're -- for electric -- you know, for electrify everything strategy to work you need to have a decarbonized electric grid, and so if you are building a bunch of gas units so that you can fuel electric devices that used to be gas, then you are not getting nearly the decarbonization --


MR. POCH:  Let me just --


MR. WEAVER:  -- decarbonization.  So that is just an aside --


MR. POCH:  Let me just interrupt you for a second there.  Yeah, let me just interrupt you for a second there.  It doesn't really matter where this demand is coming from. If you've got a -- if you are going to need to add pipe, if you can -- if you can lower demand in one part of -- from one customer group to free up -- to make available capacity for another, that works too, right?  It may not --


MR. WEAVER:  Well, again, the --


MR. POCH:  As long as -- as long as the --


MR. WEAVER:  That's an aside.  That was an aside on the power sector around all this discussion of electrification, which I really don't want to weigh into.

MR. POCH:  Okay.

MR. WEAVER:  So -- so anyways, that's -- I think that is my main response to this, is that that is a demand curve, not a supply curve, and to the extent there is excess capacity, I am still not sure that there is a big need for increasing in --


MR. POCH:  Yeah.

MR. WEAVER:  -- the capacity.  Also, the -- while it may be true that there would be some reduction in capacity, that's a small portion of the avoided costs that you get with your investment, and so -- I mean, I don't know what it is for Enbridge.  I think for most utilities it might be 5 to 10 percent of the avoided costs or something.

So I am not sure that an extra dollar spent -- actually, I am pretty sure that an extra dollar spent on energy efficiency is going to result in less than a dollar spent on TD capacity --


MR. POCH:  Okay.  No, what --


MR. WEAVER:  -- so in terms of -- in terms of -- you know, I think that is where all this started at the beginning of this set of questions, is how that would go, and so I think that would be a factor as well.

MR. POCH:  But our only point, Mr. Weaver, is that, you know, there are some benefits that get created for all customers down the road.

MR. WEAVER:  Yes.  No, I think there is a second-order impact --


MR. POCH:  Right.  Okay.

MR. WEAVER:  -- that could be of benefit, to the extent that there actually is reductions in T&D investment.

MR. POCH:  Okay.  I had a question about -- hang on one second here.  Let's see if I can shorten things up for you.

Yeah.  If you can turn up tab 34.  I just want to make sure I understood correctly.  This is where you were talking -- you were just talking about -- the context here is you were talking about the build-up of regulatory assets in an amortization scenario.  And you referred -- you gave a long discourse there.

The bottom line is, am I correct that there's -- that you are only aware of one public utility commission ever denying -- attempting to deny recovery for such assets, and even in that case it was reversed by the court?  You're not aware that any -- in any case that the utility has gotten stuck with these costs?

MR. WEAVER:  I think that is a true statement, but I think my -- my point wasn't that.  My point was that, A, this is an issue that is important in considering amortization, and that, you know, I have been working with amortization and performance incentives for decades, and anytime I talk to clients or the public about it, it is an issue that gets raised, and so it is an issue, and I think it is important for the Board to know about it.

MR. POCH:  Sure.

MR. WEAVER:  Second, it is of concern to utilities.  It is clearly of concern to utilities.  And so that is basically what I said, is that utilities have concerns that their investors and their rating agencies would have concerns about it.  And then I got a barrage of interrogatories basically saying, well, utilities shouldn't be concerned about that.

And so, you know, that's not the point.  The point is that they are concerned.

MR. POCH:  Okay.  Fair enough.

MR. WEAVER:  And then -- and I think what I said multiple times is, you know -- and so I think, it is my job to lay out all information, you know, about amortization for the commissioners so that they can make a decision.  And this is an issue.

So how should you think about it?  You know, how important is it?  And whether, A, you want to go ahead with amortization, and then B, if you do go ahead with amortization, what asset -- what amortization term should you use, because the longer the term the higher this balance will grow over time.

So you need to think that through.  And I think where I come down is if Enbridge was an electric utility I would basically say it's not, probably not that big a concern.  I would probably recommend you go ahead and that you use a life that aligns -- sorry use an amortization term that aligns with the lives of the measures that are getting solved with the money being spent.  So that from an economic points of view is the right way to go.  It has intergenerational equity.

So for me it all comes down to, Enbridge isn't an electric utility.  It is not an electric utility.  It is a gas utility.  The gas industry has some head winds.  They have come up in this case.  You can read any rating agency rating of any new bond offerings, and the bond agencies will mention it.  So it is not a secret.

You know, whether and how fast the gas industry will transition to not providing gas at all or providing much less gas, whatever that is, it is a potential concern down the road.

So if I were in shoes that is how I would think about it, this is creating a new asset and how important is that, and if you have to unwind assets, how hard is it going to be to unwind that?  

That said, there were a number of other questions to me of you know, how big is that asset compared to the billions of other assets that Enbridge has and that is a small number.

But again, my job was to give the commissioners information about it, and give you a way to think about it.

MR. POCH:  I was just -- thank you.  I was just asking because of course one of the concerns you raised was the investors' perspective and so they would have regard to whether this has in fact cropped up as a problem.  I think as of yet it hasn't, but you are concerned obviously if gas industries have to be wound down, it could be more than of a problem.

MR. WEAVER:  Yes.

MR. POCH:  Okay.  Thank you.  Those are my questions.  Thank you very much, thank you, Mr. Chairman.

MR. JANIGAN:  Thank you, Mr. Poch.  We would ordinarily take a break but we also have a hard stop at five o'clock.  So I think what we are going to do is to adjourn for the day at this juncture and return tomorrow at 9:30 with Environmental Defence, I believe is the next questioner.

MR. O'LEARY:  There is a difficulty of that because of where Mr. Weaver is located, Mr. Chair.  So starting at 9:30 puts him in kind of the middle of the night because he is on the Westcoast.

MR. JANIGAN:  Oh.

MR. O'LEARY:  And that is...

MR. POCH:  Mr. Chair, if I am still on here, I was going to suggest that it might make sense to put -- perhaps intersperse the Posterity witness, just to give Mr. Weaver a little later restart.  I know that is not the Board's usual practice, but just a suggestion as an option.

MR. JANIGAN:  Is that something that is possible, Mr. O'Leary?

MR. O'LEARY:  We can make that work, yes, and we could start off then with Mr. Shipley first thing in the morning.  Or we could start with -- it is a little unusual, of course, but to accommodate everyone we would be willing to do that.  And if we had 15 minutes I could probably deal with having Mr. Shipley qualified and his very short examination-in-chief now as well.

MR. JANIGAN:  I had a request from someone to have a break, a bio-relief break at this point in time and that is partly behind my decision to adjourn at this point in time.  So if we have a bio-break and we have a hard stop at five for one of the other commissioners.  So...

MR. MURRAY:  Sorry to interject, Commissioner.  Do you have any redirect?  Lawren Murray, counsel for OEB Staff.

MR. O'LEARY:  Not at this point, Mr. Murray.

MR. JANIGAN:  But we have --


MR. MURRAY:  I believe there is no one else who has questions, other than if there is any questions from the Commissioners.


MR. JANIGAN:  There is no one else that has questions for First Tracks?

MR. MURRAY:  I believe that is the case.  Mr. Wasylyk, are you on the line?  Can you confirm that?

MS. WALTER:  I can confirm that.  This is Cherida.

MR. JANIGAN:  So all of the rest of the parties listed here have not or will not have questions for First Tracks?

MR. MURRAY:  That's my understanding.

MR. JANIGAN:  Okay.  Well, that's fine, then.  And the Panel has no questions.  I don't know, Mr. O'Leary, do you have any redirect?

MR. O'LEARY:  Since the last moment I said, no, sir.  I do not.

MR. JANIGAN:  Okay.  All right, then.  Well then Mr. Weaver you are released from bondage and won't have to get up at five o'clock in the morning to come and answer questions from us.

MR. WEAVER:  Thank you.  I appreciate that.

MR. JANIGAN:  So we will adjourn until 9:30 tomorrow to deal with the Posterity Group questions.

MR. O'LEARY:  Thank you, Mr. Chair.

MR. JANIGAN:  Thank you.
--- Whereupon the hearing adjourned at 4:47 p.m.
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