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Nancy Marconi

Registrar

Ontario Energy Board

2300 Yonge Street, Suite 2700, P.O. Box 2319
Toronto, Ontario M4P 1E4

Dear Ms. Marconi:

Re: Motion to review decisions in EB-2022-0156/0249
Ontario Energy Board File No. EB-2023-0313

I am writing regarding recent misleading and inappropriate communication by Enbridge to
residents in Selwyn and Hidden Valley.

Enbridge has recently been “asking concerned customers to contact the OEB and/or the Ministry
of Energy directly” about the work stoppage in those projects.! This is problematic for a number
of reasons. Most importantly, Enbridge has been providing customers with false and misleading
information about the stoppage and the benefits of the projects, such that messages from
“concerned customers” will be based on this misinformation and cannot be relied on.

Deceptive marketing re cost-effectiveness of gas

Enbridge has been using false and deceptive marketing to build support for gas expansion in gas
expansion communities. In short, Enbridge has been telling potential customers that gas is the
most cost-effective way to heat their homes and suggesting that it is “clean energy” and “low
carbon.” None of these representations are true. Further details can be found in the attached
application to the Competition Bureau for a deceptive marketing inquiry under the Competition
Act. This application was submitted by Environmental Defence along with other organizations,
including local groups representing residents in and around the Selwyn and Hidden Valley areas.
The Commissioner of Competition has commenced an formal inquiry pursuant to paragraph
10(1)(a) and under paragraph 74.01(1)(a) of the Competition Act.

This deceptive marketing is important because individuals who may be writing to the OEB may
be under the false impression that gas is the most cost-effective way to heat their homes. They
may be upset at the delay in achieving that outcome — not knowing that they could achieve even
lower energy bills by installing a heat pump instead. If the OEB receives any letters form
concerned customers, it is important that they be read in light of the deceptive marketing that
customers have been subject to.

! Lakefield Herald, Enbridge Gas Expansion Project in Selwyn halted, December 8, 2023 (link).
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https://www.lakefieldherald.com/story-2

Deflecting blame for lack of project updates

Enbridge has also been deflecting blame by omitting critical details from its recent
communications. If customers are surprised about the current situation, that is entirely due to
Enbridge’s lack of timely project updates. Enbridge has known of the review motion since April,
when the initial Notice of Motion was filed.? Environmental Defence’s intent to proceed with the
motion was confirmed in June.® Enbridge has known for a long time that a review would be
occurring and should have been providing updates to its customers in the fall to provide realistic
completion dates. Enbridge also should have made it clear that the OEB is not a mere rubber
stamp and that any customer investments should wait for confirmation of OEB approval.

Blaming the OEB’s process

Enbridge is providing information that appears to be aimed at causing customers to be upset with
the OEB’s process and to blame those processes, instead of blaming Enbridge’s lack of timely
project updates over the fall. For instance, Enbridge has emphasized in interviews to the media
and on its own website that the applications were filed in December 2022 and January 2023.*
This appears to be aimed at blaming the OEB for the time it has taken, which is highly
misleading. First, a great deal of time was expended on Enbridge’s request for an additional
month to provide complete interrogatory responses and as a result of Enbridge’s dogged
opposition to the filing of intervenor evidence. Second, leave to construct could have been
requested earlier seeing as the project was approved for the subsidy in June of 2021.

Enbridge also states that the “Ontario Energy Board (OEB) has elected to hear an additional
motion” (emphasis added).’ This wording appears to be aimed at blaming the OEB processes
and omits the critical fact that Enbridge has known about this motion for a long time.

Blaming Environmental Defence

Enbridge also unfairly attacks Environmental Defence, calling it a “special interest group” that is
using “tactics.”® This is unfair. Environmental Defence has acted responsibly throughout. For
instance, it proactively filed its evidence proposal over six months prior to the decision in this
case and offered to provide that evidence in three-weeks time. Also, a party is not using “tactics”
by seeking a review.

Furthermore, Enbridge omits key facts here as well. For instance, it does not explain that part of
the dispute is that Environmental Defence is asking Enbridge to provide customers with accurate
information on the annual operating costs of heat pumps versus gas in any marketing materials
that discuss operating cost savings from gas — something which Enbridge refused to do.

2 Notice of Motion, April 25, 2023 (link).

3 Correspondence from Environmental Defence, June 30, 2023 (link).

4 Lakefield Herald, Enbridge Gas Expansion Project in Selwyn halted, December 8, 2023 (link); Enbridge Gas,
Selwyn Community Expansion Project (link); Enbridge Gas, Hidden Valley Community Expansion Project (link).

5 Enbridge Gas, Selwyn Community Expansion Project (link); Enbridge Gas, Hidden Valley Community Expansion
Project (link).

¢ Lakefield Herald, Enbridge Gas Expansion Project in Selwyn halted, December 8, 2023 (link).
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Interfering with OEB independence

It is particularly concerning that Enbridge is seeking to interfere with the OEB’s independence
by seeking the direct involvement of the Ministry of Energy in an ongoing proceeding using
customers who have been misled by Enbridge as a conduit.

Requests re recent communications

We do not know if any individuals have written to the OEB regarding these cases. If they have,
we ask to be provided with a copy and a brief opportunity to respond.

In addition, we ask that any such communications from customers be considered in the context
of the false information provided to customers and the omission of key details in customer
communications.

Letters from local groups

Finally, we wish to respond to Enbridge’s objection to two letters recently submitted to the OEB
by local groups representing residents in and around the project areas. Enbridge argues that the
letters should be disregarded on procedural grounds. However, those two letters were wholly
appropriate and could not have been submitted prior to Enbridge’s submissions as they
responded to Enbridge’s contention that Environmental Defence should be afforded only
minimal procedural rights due to its lack of local connections. The letters confirmed that local
groups have been working with Environmental Defence and rely on Environmental Defence as
an intervenor in these proceedings.

Yours truly,

Kent Elson

cc: Applicant and intervenors in the above applications
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June 19, 2023

Josephine Palumbo

Deputy Commissioner, Deceptive Marketing Practices
Competition Bureau

Place du Portage I

50 Victoria Street, Room C-114

Gatineau, Quebec K1A 0C9
Josephine.Palumbo@canada.ca

Dear Ms. Palumbo,

Re: Enbridge Gas Deceptive Marketing Practices

We are writing to request that the Commissioner of Competition commence an
inquiry into deceptive marketing practices by Enbridge Gas Inc. ("Enbridge”) under
s. 9 of the Competition Act. As detailed below, Enbridge is misleading consumers
into connecting to its gas system using false and misleading representations
contrary to sections 52 and 74.01 of the Competition Act. Enbridge is telling
potential customers that gas is the most cost-effective way to heat their homes and
suggesting that it is “clean energy” and “low carbon.” None of these representations
are true.

These representations are causing real harm. Customers in gas expansion areas
stand to lose approximately $20,000 on average if they switch to gas instead of
installing a high-efficiency electric heat pump (over the lifetime of the equipment).!
This will also create far more carbon pollution, making it more difficult and
expensive to reach federal climate targets.

We also request temporary orders to stop Enbridge from deceiving potential
customers while the proceeding progresses. Enbridge is making these false and
misleading representations on an ongoing basis. With each week that passes, more
customers sign up to convert their heating to gas instead of purchasing a high-
efficiency electric heat pump resulting in unnecessarily high energy costs and
carbon pollution to the detriment of consumers, competition, and the climate.

! Dr. Heather McDiarmid, An Analysis of the Financial and Climate Benefits of Electrifying
Ontario’s Gas-Heated Homes by Installing Air-Source Heat Pumps, August 2, 2022, p. 11
(link); For the difference in costs with the latest gas prices, see Ontario Clean Air Alliance,
Heat Pump Calculator for New Gas Communities (link); see also Evidence of the Energy
Futures Group in Ontario Energy Board File # EB-2022-0200, p. 23 (link). The actual
savings depend on a variety of factors. See pages 5 and 6 for examples.



https://www.cleanairalliance.org/wp-content/uploads/2022/08/Heat-Pump-Report-gas-heated-2022-8.5x11-aug-02-v_01.pdf#page=11
https://www.cleanairalliance.org/calculator2/
https://www.rds.oeb.ca/CMWebDrawer/Record/788110/File/document

Background

Enbridge Inc. and Methane Gas

Enbridge owns nearly all of the methane gas distribution pipelines in Ontario.
Methane gas is commonly known as “natural gas”. However, methane gasis a
potent greenhouse gas that pollutes the environment and causes climate change
when it is burned and when it leaks from hydraulic fracturing extraction sites,
pipelines, storage facilities, and customer equipment. The combustion of methane
gas alone is responsible for approximately one-third of Ontario’s greenhouse gas
emissions.? Heating homes and businesses with gas accounts for approximately
19% of Ontario’s green house gas emissions.?

In Ontario, Enbridge earns profit by investing in gas pipelines. It therefore has a
strong financial interest in encouraging Ontario homes and businesses to switch to
gas and remain with gas. The more capital that needs to be invested in pipelines,
the more Enbridge stands to earn in profit. Enbridge also has a strong financial
interest in gaining and keeping customers to pay for the pipelines it has already
built through gas distribution charges that are levied on all customers on their gas
bills.

Enbridge has no real competition when it comes to the distribution of gas in
Ontario.* Due to a past market consolidation, Enbridge serves over 99.7% of all gas
customers in the province.>

Enbridge’s main competitors in Ontario are in fact electricity distribution companies.
Most of these electricity distribution companies are owned by municipalities, like
Toronto Hydro or Hydro Ottawa. The biggest threat to Enbridge’s business is that
its customers convert from gas heating to high-efficiency electric cold climate heat
pumps. Another threat is that customers with expensive oil heating decide to switch
to electric heat pumps instead of gas.

Enbridge has an additional interest in gaining and keeping gas customers in Ontario
because it and its parent and sister companies own many of the large gas
transmission pipes that bring gas to Ontario and move it between regions within

2 Enbridge Evidence in Ontario Energy Board File #EB-2022-0200, Exhibit 1, Tab 10,
Schedule 3, Page 2 (link).

3 Dr. Heather McDiarmid, An Analysis of the Financial and Climate Benefits of Electrifying
Ontario’s Gas-Heated Homes by Installing Air-Source Heat Pumps, August 2, 2022, p. 8
(link).

4 Gas distribution pipelines are a natural monopoly. Each gas distribution company has a
monopoly in the area it serves.

> Ontario Energy Board, Yearbook of Natural Gas Distributors, 2021/22, p. 15 (link).


https://www.enbridgegas.com/-/media/Extranet-Pages/Regulatory-Filings/RateCases/Rate-Cases-and-QRAM/2024-Rates-Application/EB-2022-0200-2024-Rebasing-Application/Application-and-Evidence/EGI_EVD_Ex-1_Administration_Updated_20230421.ashx?rev=7ee2ffb095e44b298310b77b632cf8f2
https://www.cleanairalliance.org/wp-content/uploads/2022/08/Heat-Pump-Report-gas-heated-2022-8.5x11-aug-02-v_01.pdf#page=8
https://www.oeb.ca/oeb/_Documents/RRR/2021_Yearbook_of_Natural_Gas_Distributors.pdf#page=15

Ontario. If gas demand stops growing or falls, Enbridge and its parent and sister
companies could lose revenue.

The Context: Gas Expansion Communities

The deceptive marketing in this case was (and continues to be) directed to
customers in gas expansion communities. These are small existing communities
that Enbridge is adding to its gas system through a government program.® Like
everywhere else in its system, Enbridge has an interest in signing up new
customers in these communities, to help to trigger “upstream” capital investments
that Enbridge profits from. New customers also help to generate the revenue
needed to pay for existing infrastructure.

Enbridge has a particularly strong interest in signing up new customers in these gas
expansion communities because it is required to maintain a “ten-year rate stability

period” for each project.” That means that Enbridge bears the financial risk for that
ten-year period that too few customers connect to the new pipeline to pay for it.2

The Competition: High-Efficiency Cold Climate Heat Pumps

For a long time, methane gas was the cheapest way to heat homes. However,
electric cold climate heat pumps are now much cheaper than gas for consumers.?
Annual costs are lower because heat pumps are approximately three times more
efficient than gas furnaces (or five times for ground-source heat pumps, also known
as geothermal) and because customers can avoid paying monthly charges to
Enbridge for use of its gas system.!® Upfront equipment costs are also often lower
because heat pumps provide both heating and cooling in one unit and because of
federal rebates.

Heat pumps are so efficient because they move heat instead of converting gas or
electricity into heat. Standard gas and electric heating cannot surpass 100%
efficiency, whereas heat pumps can be multiple times more efficient — they can use
1 kW of electricity to move 3 kW of heat (or more) indoors. They can do this even

6 For background on the program, see: Globe and Mail, Ontario increasing reliance on
natural gas as others move away from fossil fuels, June 11, 2021 (link).

7 Ontario Energy Board, Letter Re Potential Projects to Expand Access to Natural Gas
Distribution, March 5, 2020. p. 7-8 (link).

8 Ibid.

° Evidence of the Energy Futures Group in Ontario Energy Board File # EB-2022-0200, p. 23
(link); Dr. Heather McDiarmid, An Analysis of the Financial and Climate Benefits of
Electrifying Ontario’s Gas-Heated Homes by Installing Air-Source Heat Pumps, August 2,
2022, p. 11 (link); For the difference in costs with the latest gas prices, see Ontario Clean
Air Alliance, Heat Pump Calculator for New Gas Communities, (link).

10 National Resources Canada, Heating and Cooling With a Heat Pump, (link).


https://www.theglobeandmail.com/business/commentary/article-ontario-increasing-reliance-on-natural-gas-as-others-move-away-from/
https://www.oeb.ca/sites/default/files/ltr-final-guidelines-gas-expansion-20200305.pdf
https://www.rds.oeb.ca/CMWebDrawer/Record/788110/File/document
https://www.cleanairalliance.org/wp-content/uploads/2022/08/Heat-Pump-Report-gas-heated-2022-8.5x11-aug-02-v_01.pdf#page=11
https://www.cleanairalliance.org/calculator2/
https://natural-resources.canada.ca/energy-efficiency/energy-star-canada/about/energy-star-announcements/publications/heating-and-cooling-heat-pump/6817#d2

in cold temperatures because, counterintuitively, there is still a great deal of heat
energy in very cold air.1!

Customers are very vulnerable to deceptive advertising about the benefits of gas
heating because most are not aware of heat pumps or the advancements that have
been made in heat pumps in recent years. Recent changes that have made heat
pumps less expensive than gas heating include the following:

e The efficiency of heat pumps has been increasing with advancements such
as variable speed compressors.!? Units available in Canada are up to 380%
efficient even in cold areas like Ottawa (and more for ground source heat
pumps).!3 More efficient units are cheaper to operate because they use less
electricity.

e Heat pumps are now able to provide heating in Ontario’s cold winters.*

e Canada’s steadily increasing price on carbon pollution makes gas heating
more and more expensive every year vis-a-vis electrical heating. By 2030,
the carbon pollution price on gas will equal 32.40 cents/m3.1> By
comparison, that amounts to over three times the price charged by
Enbridge for methane gas in Toronto in January of 2020 (10.19 cents/m3).16

11 National Resources Canada, Heating and Cooling With a Heat Pump, (link) (*It may be
surprising to know that even when outdoor temperatures are cold, a good deal of energy is
still available that can be extracted and delivered to the building. For example, the heat
content of air at -18°C equates to 85% of the heat contained at 21°C. This allows the heat
pump to provide a good deal of heating, even during colder weather.”)

12 Enbridge Gas, Federal Carbon Charge (link).

13 National Resources Canada, Heating and Cooling With a Heat Pump (link). National
Resources Canada notes: “On a seasonal basis, the heating seasonal performance factor
(HSPF) of market available units can vary from 7.1 to 13.2 (Region V). It is important to
note that these HSPF estimates are for an area with a climate similar to Ottawa. Actual
savings are highly dependant on the location of your heat pump installation.” Most
Ontarians live south of Ottawa. The conversion factor between HSPF and a seasonal Co-
Efficient of Performance (sCOP) is HSPF*0.293. An HSPF of 13.2 amounts to an sCOP of
3.8676, which equates to the heat energy output from the unit being 386% of the electrical
energy input into the unit.

14 National Resources Canada, Heating and Cooling With a Heat Pump, (link) (*More
recently, air-source heat pumps that are better adapted to operating in the cold Canadian
climate have been introduced to the market. These systems, often called cold climate heat
pumps, combine variable capacity compressors with improved heat exchanger designs and
controls to maximize heating capacity at colder air temperatures, while maintaining high
efficiencies during milder conditions.”).

15 Enbridge, Federal Carbon Charge (link).

16 Ontario Energy Board, Historical Natural Gas Rates (link).


https://natural-resources.canada.ca/energy-efficiency/energy-star-canada/about/energy-star-announcements/publications/heating-and-cooling-heat-pump/6817#b3
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https://www.oeb.ca/consumer-information-and-protection/natural-gas-rates/historical-natural-gas-rates

e The federal government is now providing $5,000 incentives for customers
to switch to high-efficiency electric heat pumps as part of its Greener
Homes Grant.!’

e The federal government is now providing an additional $5,000 in incentives
for customers to switch from oil to high-efficiency electric heat pumps if
they earn a median income or lower (e.g. $122,000 after-tax income for a
family of 4 in Ontario) through the Oil to Heat Pump Affordability
Program.!8

e The federal government is now providing up to $40,000 in interest free
loans, which can be put towards conversions to electric heat pumps, and
not gas equipment, through the Greener Homes Loan.®

A typical homeowner in a gas expansion community would save approximately
$20,000 with an electric heat pump versus gas heating over the lifetime of their
heating equipment.?® These savings mainly come from lower ongoing heating costs
and cooling costs, which arise because electric heat pumps are more efficient at
heating and cooling in comparison to traditional gas equipment paired with an air
conditioner. As noted above, savings can also arise from lesser upfront costs. The
$20,000 savings figure does not incorporate the benefit from interest-free financing
available for heat pumps or the new $5,000 oil to heat pump incentive.

The actual savings will fluctuate depending on building characteristics, energy
prices, and assumptions such as equipment costs. For instance, the savings from
heat pumps will decline if, for example, gas prices drop or if a customer requires an
upgrade to their electrical panel for the heat pump (which costs approximately
$2,000).2! On the other hand, savings from heat pumps will increase if gas prices
increase, a house is heated with electric baseboards (because gas heating requires
approximately $7,000 to add ducts whereas heat pumps can be installed without
ducts),?? or a customer with oil heating is eligible for $10,000 in federal rebates.?3
An expert analysis conducted by the Energy Futures Group found that heat pumps
are still cheaper on a full lifetime basis even if various assumptions are adjusted to

17 Government of Canada, Canada Greener Homes Grant (link).

18 Government of Canada, Oil to Heat Pump Affordability Program (link).

19 Government of Canada, Canada Greener Homes Loan (link).

20 Dr. Heather McDiarmid, An Analysis of the Financial and Climate Benefits of Electrifying
Ontario’s Gas-Heated Homes by Installing Air-Source Heat Pumps, August 2, 2022, p. 11
(link); For the difference in costs with the latest gas prices, see Ontario Clean Air Alliance,
Heat Pump Calculator for New Gas Communities, link; see also Evidence of the Energy
Futures Group in Ontario Energy Board File # EB-2022-0200, p. 23 (link).

21 Evidence of the Energy Futures Group in Ontario Energy Board File # EB-2022-0200, p.
24 (link).

22 Enbridge, Response to Board Staff Interrogatory 4 in EB-2022-0249, Exhibit I.STAFF.4
(link, pdf page 23).

23 Government of Canada, Oil to Heat Pump Affordability Program (link); Government of
Canada, Canada Greener Homes Grant (link).



https://natural-resources.canada.ca/energy-efficiency/homes/canada-greener-homes-initiative/canada-greener-homes-grant/canada-greener-homes-grant/23441
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https://natural-resources.canada.ca/energy-efficiency/homes/canada-greener-homes-initiative/canada-greener-homes-loan/24286
https://www.cleanairalliance.org/wp-content/uploads/2022/08/Heat-Pump-Report-gas-heated-2022-8.5x11-aug-02-v_01.pdf#page=11
https://www.cleanairalliance.org/calculator2/
https://www.rds.oeb.ca/CMWebDrawer/Record/791694/File/document
https://www.rds.oeb.ca/CMWebDrawer/Record/791694/File/document
https://www.rds.oeb.ca/CMWebDrawer/Record/786789/File/document
https://natural-resources.canada.ca/energy-efficiency/homes/canada-greener-homes-initiative/oil-heat-pump-affordability-program-part-the-canada-greener-homes-initiative/24775
https://natural-resources.canada.ca/energy-efficiency/homes/canada-greener-homes-initiative/canada-greener-homes-grant/canada-greener-homes-grant/23441

favour gas heating even outside community expansion areas where the 23 cents/m3
surcharge applies.?*

False and misleading representations

Enbridge is misleading customers into connecting to its gas system through
deceptive marketing. These representations are being made in materials sent by
mail, delivered at the doorstep, and posted at community events. A full package of
these materials is attached. They are discussed below.

Deceptive representation 1: That gas is the most cost-effective way to heat homes

Various Enbridge marketing materials explicitly state that gas is the most cost-
effective way to heat homes. That is false. As noted above, electric heat pumps are
far less expensive for homes in Ontario. An example is excerpted below:

More affordable

Compared to other fuels and
electricity, natural gas is the
most cost-effective way to
heat your home and water.

In addition, other materials may not explicitly say that gas is the most cost-
effective way to heat homes, but they leave that general impression. This includes
the “annual cost comparison” bar chart shown below:

24 See, for example, the analysis in the following evidence at pages 23-24 of cost-
effectiveness based on different assumptions: Evidence of the Energy Futures Group in
Ontario Energy Board File # EB-2022-0200, pp. 23-24 (link).


https://www.rds.oeb.ca/CMWebDrawer/Record/791694/File/document

Residential annual
heating bills

Annual cost comparison:
space and water heating’

56%

44%

16%

Natural gas Electricity Propane Heating oil

In addition, the above bar chart explicitly states that gas heating is less expensive
than electric heating, which is false. As noted above, electric heat pumps are much
less expensive. Old-style electric baseboard heaters may be more expensive than
gas, but that is not what Enbridge’s materials state - either in the main body of the
materials or the fine print. They state that annual heating is cheaper with “natural
gas” versus “electricity.” As another example, see the following letter sent to
residents:

ENBRIDGE

Life Takes Energy

We’re proud to energize the Township of Selwyn!

Dear Selwyn Resident,
Now’s the time to apply for natural gas

We have some good news to share with you. Your address is identified as in scope for receiving natural gas shortly, and we want
to make sure you're in the best position to connect as soon as possible. By signing up now, we'll be able to prioritize your service
install as soon as the natural gas main is installed in front of your house. You may see us working on your street, including items
such as survey stakes or locates.

If you're considering converting to natural gas, the earlier you apply the better as permits and locates can take time.

Refer to the Four-Step Process card when you're ready to apply, then visit enbridgegas.com/savewithgas to start your application.
You're required to agree to the Terms and Conditions — either electronically during sign up at enbridgegas.com/savewithgas, or you
can complete and email this to our Community Expansion Advisors at ceapplications@enbridge.com when the form is complete.

Unlock the value of natural

When compared to using electricity, propane or oil, natural gas could save you up to 54%* per year on home and water heating
costs. Natural gas is also the most affordable way to run appliances like ranges, clothes dryers and barbecues.




Various Enbridge marketing materials state that customers will save money by
switching to gas. That may be true if a customer is switching from oil or propane.
But it is highly misleading because it omits two important caveats: (a) customers
could save far more by switching to an electric heat pump instead and (b)
customers who already have a heat pump (which are admittedly few) would lose
money by switching. An example is excerpted below:

Choose to pay less
for energy

Save up to 65” each year
by switching to natural gas

Deceptive representation 2: That methane gas is “low carbon” and “clean energy”

Various Enbridge marketing materials use deceptive wording relating to heating by
methane gas, including “low carbon” and “clean energy.” They leave the general
impression that methane gas can be accurately described with those terms and that
switching to gas is environmentally conscious, which is false. Methane gas is a
potent greenhouse gas that pollutes the environment and causes climate change
when it is burned and when it leaks without being combusted.

Switching from propane or oil to gas may result in lower carbon emissions. But
switching from electricity to gas will result in higher carbon emissions. And heating
with heat pumps results in the lowest carbon emissions.

Two examples of deceptive representations are excerpted below:

Why choose natural gas?

» More affordable, reliable and abundant
» Comfort and convenience
* Part of a clean energy future



Lower carbon emissions

Natural gasis cleaner than other fuels and can
help reduce your home's carbon footprint.

Knowledge

Enbridge knows that the above representations are false, that gas is not the most
cost-effective way to heat homes, and that gas is a potent greenhouse gas that
contributes far more to climate change when used to heat homes in comparison to
electricity.

Knowledge re cost-effectiveness of heat pumps

In 2020, Enbridge acknowledged in an Ontario Energy Board proceeding that
customers would have higher annual heating costs with gas in comparison to high-
efficiency electric heat pumps in gas expansion communities. This would have
certainly come to the attention of upper-level Enbridge managers because it was
discussed in a report of Ontario’s Auditor General. The report contained the
following passage:

For example, in 2020, the OEB approved a utility proposal to construct
a $10.1-million natural gas pipeline to connect new customers in North
Bay. An Enbridge survey had indicated there was interest in doing so
from homeowners who were using costly oil, propane or low-efficiency
electric baseboards for heating. Once approved by the OEB, the
project was eligible to receive a subsidy of $8.7 million to be paid by
existing ratepayers. Without this subsidy the project was not
economically feasible for the estimated 134 potential new natural gas
customers. Even with an average subsidy of $65,000 per potential new
customer, the utility estimated that the potential customers
would have higher annual heating costs than if high-efficiency
electric heat pumps were used. (emphasis added)?°

Enbridge is also aware that heat pumps are more cost effective than gas from
evidence in other proceedings it has been involved in and from a recent decision of
the Ontario Energy Board, which approved incentives to switch from gas to electric
heat pumps on the basis that this would be “a major benefit for customers.”?¢

25 Office of the Auditor General of Ontario, Value-for-Money Audit: Reducing Greenhouse Gas
Emissions from Energy Use in Buildings, November 2020, p. 18 (link).

26 Ontario Energy Board, Decision and Order in EB-2021-0002, November 15, 2022, p. 28
(link).


https://www.auditor.on.ca/en/content/annualreports/arreports/en20/ENV_reducinggreenhousegasemissions_en20.pdf#page=20
https://www.rds.oeb.ca/CMWebDrawer/Record/761467/File/document

Knowledge that methane gas is not “low carbon” or “clean energy”

According to Enbridge’s own evidence in Ontario Energy Board proceedings:

e The combustion of methane gas is responsible for approximately one-third of
Ontario’s greenhouse gas emissions;?’ and

e Gas heating results in far more carbon emissions than electric heating, even
if the electric heating is with baseboards instead of high-efficiency electric
heat pumps.?28

Harm

Enbridge’s deceptive representations cause significant harm whenever they succeed
in convincing a customer to connect to Enbridge’s gas system instead of lowering
their bills with heat pumps. Most obviously, it will result in approximately $20,000
in unnecessary costs to the customer over the lifetime of the equipment.

In addition, customers are often effectively locked into gas when they connect to
the gas system. For a customer to switch over to gas, they typically must spend
thousands of dollars replacing their heating equipment. Enbridge estimates the cost
at $5,000 for a home heated with oil and $12,000 for a home heated with electric
baseboards.?® This effectively locks those customers into gas because it is most
cost-effective to switch to an electric heat pump when your existing heating
equipment requires replacement in any event. That time of “natural replacement”
will not occur until their new gas equipment comes to the end of its life in roughly
15 years. Stated differently, the switch to gas wastes money on gas equipment that
could have been spent switching over to a heat pump instead.

There are negative impacts on competitors too. More people converting to gas
means less demand for heat pumps. This negatively impacts heat pump
manufacturers, distributors, and installer. It also negatively impacts companies that
generate or transport electricity.

27 Enbridge Evidence in Ontario Energy Board File #EB-2022-0200, Exhibit 1, Tab 10,
Schedule 3, Page 2 (link)

28 Enbridge Response to Interrogatories in EB-2019-0188, Exhibit I.ED.7, Attachment 1,
Page 2 (link, pdf page 180).

2% Enbridge, Response to Board Staff Interrogatory 4 in EB-2022-0249, Exhibit I.STAFF.4
(link, pdf page 23). According to Enbridge, customers can convert their existing propane
furnace to burn methane gas for $600. However, these customers lose the benefit of
securing new heating and cooling equipment and would need to incur future equipment
replacement costs when their furnace and/or their air conditioner reaches the end of its life.
They will also end up with higher heating and cooling costs.
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Society as a whole suffers as well. If fewer heat pumps are installed, Ontario’s
carbon pollution will be higher and it will be more difficult and more expensive to
meet our carbon reduction targets. The carbon impacts are particularly problematic
because they will persist for the lifetime of the equipment in question. If a
consumer installs a gas furnace instead of a heat pump today, that choice could
continue to result in higher-than-necessary carbon pollution until 2040.

Temporary orders

Environmental Defence requests that the Commissioner apply for a temporary order
to stop the harm described above. Enbridge forecasts connecting 3,855 customers
to its gas system in these gas expansion communities alone over 2023 to 2025.3° If
a temporary order is not made, thousands of customers could connect to the gas
system while this matter is under consideration, losing approximately $20,000 each
on average.

We therefore request an order that Enbridge write to all customers in the gas
expansion communities and provide information on the cost-effectiveness of electric
heat pumps versus gas equipment for an average customer, including all lifetime
costs (equipment, heating, and cooling costs), and specific details of the rebates
available for customers from the federal government, with the content to be
approved by the Commissioner.

In addition, a temporary order is warranted regarding ongoing marketing. We also
request an order that all future marketing materials that refer to the price of gas
versus other energy options indicate the comparative cost-effectiveness of electric
heat pumps versus gas equipment for an average customer, including all lifetime
costs (equipment, heating, and cooling costs), and specific details of the rebates
available for customers from the federal government, with the content to be
approved by the Commissioner.

Disclosure re other marketing

This request primarily focuses on the deceptive marketing to customers in
community expansion areas as these are the only marketing materials that we have
access to. However, it is likely that deceptive representations are being made to
other potential customers. This likely includes broad-based marketing and materials
used with other prospective homeowners inquiring about switching to gas as well as
builders and subdivision developers considering which equipment to install in new
construction. These other potential customers are important. Enbridge forecasts

30 Enbridge Gas Inc., Answer to Interrogatory from Environmental Defence in Ontario
Energy Board File # EB-2022-0200, Exhibit I.2.6-ED-94, p. 5, (link) (The forecast
customers over 2021 to 2023 are 2,150).
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connecting over 100,000 customers between 2023 and 2025 alone (with over
13,000 switching to gas and the remaining as new construction).

We therefore request that the Commissioner require Enbridge to disclose all
materials with representations relating to potential savings arising from gas,
including advertising and materials that Enbridge has provided to homeowners,
builders, and subdivision developers.

Although the savings from heat pumps are highest in gas expansion areas where
the 23 cents/m?3 charge applies, heat pumps are still much less expensive for the
average customer outside these areas.3! These other customers are very numerous
and will still lose large sums if they end up purchasing gas equipment instead of
electric heat pumps.

Conclusion

Enbridge’s marketing materials combine both falsehoods about the true cost of
heating with gas and deceptive greenwashing. Consumers are highly susceptible to
these falsehoods and deceptive messages because heat pump awareness is very
low among most Ontarians. We ask that the Commissioner commence an inquiry,
require further disclosure from Enbridge on its other marketing materials, institute
proceedings, seek interim orders to stop the ongoing deception, and request the
maximum penalties, all for the sake of protecting consumers, competition, and the
climate.

v [ <
,}/)/’—)

Keith Brooks
Programs Director
Environmental Defence

Attachment 1: Material required by s. 9 of the Competition Act
Attachment 2: Marketing material in community expansion areas

31 Evidence of the Energy Futures Group in Ontario Energy Board File # EB-2022-0200, p.
23 (link); Dr. Heather McDiarmid, An Analysis of the Financial and Climate Benefits of
Electrifying Ontario’s Gas-Heated Homes by Installing Air-Source Heat Pumps, August 2,
2022, p. 6 (link).

12


https://www.rds.oeb.ca/CMWebDrawer/Record/791694/File/document
https://www.cleanairalliance.org/wp-content/uploads/2022/08/Heat-Pump-Report-gas-heated-2022-8.5x11-aug-02-v_01.pdf#page=6

	Deceptive Marketing Practice Application Re Enbridge Inc.pdf
	Background
	Enbridge Inc. and Methane Gas
	The Context: Gas Expansion Communities
	The Competition: High-Efficiency Cold Climate Heat Pumps

	False and misleading representations
	Deceptive representation 1: That gas is the most cost-effective way to heat homes
	Deceptive representation 2: That methane gas is “low carbon” and “clean energy”

	Knowledge
	Knowledge re cost-effectiveness of heat pumps
	Knowledge that methane gas is not “low carbon” or “clean energy”

	Harm
	Temporary orders
	Disclosure re other marketing
	Conclusion




