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Friday, February 10, 2006

--- Upon commencing at 9:00 a.m.


MR. MILLAR:  Okay, good morning, everyone.  For those of you who don't know me, my name is Michael Millar, counsel for Board Staff, and with me are Mr. Michael Bell and Steve McComb.  I propose just to read a little background information into the record.  This is being transcribed and hopefully broadcast, although we're not sure about that.  We're trying to ensure that.  Then we will do -- I guess we will do a roll call, and then we will get started.


Union Gas Limited filed an application dated November 1st, 2005 with the OEB under the Ontario Energy Board Act for an order or orders approving its demand side management plan for the years 2006 through 2008.


The Board assigned file number EB‑2005‑0507 to the application and issued a notice of application dated November 17th, 2005.  Union's application requests approval of a multi‑year DSM plan for the years 2006 through 2008.  The application also requested approval of the 2006 implementation plan.


On December 22nd, 2005, the Board issued a partial decision on Enbridge Gas Distribution Inc.'s 2006 rates application, which addressed the issue of DSM.  In that case, the Board decided to approve only a single-year DSM plan, pending a generic review of certain issues.  Many of these issues are contained within Union's multi‑year plan.  


By letter dated January 18th, 2006, Union outlined a proposed transitional DSM plan for 2006.  Union indicated that the transitional DSM plan was submitted in light of the generic hearing and did not exist -- pardon me, which did not exist at the time Union filed the multi‑year DSM plan.


By Procedural Order dated January 24th, 2006, the Board set today as the day for a technical conference.  So, we will ‑‑ how I propose to do this is I'm proposing Board Staff will ask questions first, and then we will move to the intervenors, but why don't we start with a roll call of counsel, and then maybe we will have the witness panel introduced, as well.


APPEARANCES:

MR. SMITH:  My name is Crawford Smith, from Torys, counsel for Union Gas.  With me is Bryan Goulden on my right from Union Gas, and on my left Chuck Farmer and Tracy Lynch, both of whom are from Union Gas.


MR. POCH:  Good morning.  I'm David Poch counsel for the Green Energy Coalition.


MR. DINGWALL:  Good morning.  Brian Dingwall for Canadian Manufacturers & Exporters, and I just have a question as to whether or not it is possible to broadcast this technical conference, as there has been a request from other parties that will be following on.


MR. MILLAR:  Yes, we're trying to do that.  We may actually be -- it may actually be the light, the on-air light, that is broken rather than us not being on the air.  We're checking.  We're trying to check that to see if we're on the air.


DR. HIGGIN:  Roger Higgin, ECS Consulting, representing Vulnerable Energy Consumers Coalition.


MR. AIKEN:  Good morning.  Randy Aiken, consultant on behalf of the London Property Management Association.


MR. DeROSE:  Good morning.  Vince De Rose, IGUA.


MS. HALLADAY:  Good morning.  Sheila Halladay, and with me is Judy Simon on behalf of the Low Income Energy Network.  


MR. MILLAR:  Okay, I think that is everyone.  Mr. Smith, did you have -- I believe there was an initial matter you wished to address?


PRELIMINARY MATTERS:

MR. SMITH:  Yes, there were.  Thank you, Mr. Millar.  There were a number of questions that were topics that were put to Union Gas earlier this week that requested answers in a table format, and Union has prepared those and we have those and they can be distributed to the parties now.  In fact, I gather it has been done.  


So those have been distributed, and without further comment, Union has worked hard this week and reviewed parties' questions and is hopefully here able to answer those and to assist the parties.  So without further ado, we're in your hands.


MR. MILLAR:  Anything further, Mr. Smith?


MR. SMITH:  No.  That's it.


MR. MILLAR:  Okay.  Does anyone have any other initial procedural matters, or should we just get under way here?


Okay.  On behalf of Board Staff, I'm going to let the person who actually knows what he's talking about ask the questions, and that is Mr. McComb.  


QUESTIONS FROM MR. McCOMB:

MR. McCOMB:  Thanks a lot, Mike.


We sent you obviously a list of topics that we want covered today.  I will just go through those topics in pretty much the same order that they were sent to you.  There might be some further questions on some of the things, also, depending on the answers.


The very first one dealt with market transformation.  As you know, your initial plan had some budget for market transformation.  The revised plan for 2006 only removes that.  Possibly as a bit of a preamble to this whole thing, could you comment on why it is completely removed from the '06 plan, and then we will get into some further questions?


MR. FARMER:  Sure.  The decision to bring forth a couple of market transformation proposals dates back to an ADR in the 2005 DSM proceeding, and Union committed to bring forward two proposals at that time and we did bring forward two proposals in our filing of October 31st, as you note.


We note that the Board's decision with reasons in the Enbridge case basically stated that it wanted to address the approach to market transformation and the incentives that would be related to that.


And in its decision, I think that the Board made clear that it saw the development of market transformation as the next evolution of DSM, if you will, and we agree that market transformation is indeed the next evolution of DSM, as it becomes more and more difficult to drive programs on a participant basis.  However, given that the Board will issue clear and binding direction on market transformation in the generic proceeding and given that our market transformation proposals were really not very well evolved, to be honest, and took place over a number of years, we felt it was appropriate to withdraw them and await the decision and to participate in the development of the rules around market transformation, rather than proceed with something that may or may not go forward in the following year.  


MR. McCOMB:  Okay.  Given your response there, do you think that ‑‑ one thing that was in evidence in your first application is appendix D to the ‑‑ in the original filing was a study by -- performed on behalf of Union Gas by Seeline, in which they indicate that in the beginning a baseline sector assessment would be the best thing to take place.


A baseline sector assessment I don't think would -- or, rather, any decision by the Board wouldn't affect the baseline sector assessment of all the possible opportunities there are in market transformation.  Do you think that that could be done anyway at this stage?


MR. FARMER:  I certainly believe that it could be done.  The difficulty that might arise is Union's proposals are quite specific to a couple of sectors, basically social housing, schools, and -- I believe schools and long‑term health, and the social housing sector.


And we could probably proceed to do the baseline sector proposals on those.  However, the difficulty is if the direction goes in another -- towards another sector, then that work would have not been relevant.


MR. McCOMB:  Okay.  If, for instance, you were to do additional research on what sectors would be best to identify -- I know in your original filing you had identified the two you just spoke of.  They may or may not be the best value for your money, I suppose, so the research would need to take place on that. 


 Would you require additional research dollars to perform research on where are the best markets to focus, market transformation dollars?


MR. FARMER:  With reference to your question, so I'm clear, we would require additional research dollars over what we have proposed in the transitional plan.


I am not sure whether we would require additional research dollars as we had proposed them in the original plan.  I believe we ‑‑ my answer would be, yes, I think if you used the dollars that we had allocated to market transformation in our original plan entirely for that kind of research, we would have enough funding.


MR. McCOMB:  But in the transitional ‑‑


MR. FARMER:  In the transitional, we didn't allocate any funding for that.


MR. McCOMB:  Okay, good.  Moving on, then, to a little point, and maybe it is just because I wasn't involved in the 2005 settlement agreement.  Measured life for custom projects are actually forecasted values, is that correct, for the ‑‑ they're not actual values?  They're not on a retrospective basis.  They're on a prospective basis; is that correct?


MS. LYNCH:  They are actual values done for projects submitted.


MR. McCOMB:  But that evaluation takes place in the year that they're installed; correct?


MS. LYNCH:  Yes.


MR. McCOMB:  So it is a forecast of those units?


MS. LYNCH:  Right.  It is the best available information provided by the project person that we're dealing with.


MR. McCOMB:  Okay, thank you.  That takes care of that.  In going forward to avoided gas costs, and I know a lot of other parties have asked questions on this, so I will probably leave it to them, largely, but, as you know, in the latter part of 2005 and the beginning of 2006, prices were increasing and peaking I would say.  They have come down a little bit since then.  

     How sensitive are the avoided commodity proposed by Enbridge to near-term avoided commodity costs?  And do you think it is still appropriate to use those costs, avoided costs?  

     MR. FARMER:  Well, I do think it is appropriate to use the costs in the context that we have proposed for one year only.  I am a little unclear on the question around sensitivity of the commodity costs.  

     MR. McCOMB:  The question is really that, if they're based on a period of time in which prices are ramping up, and we may be seeing a period where prices are levelling off or coming down a little bit, is it appropriate to use a set of values that were based on a period where prices were ramping up?  

     MR. FARMER:  My understanding -- and actually not being an expert on the numbers of avoided costs, they were estimated at, I believe, the end of 2004 in order to be filed in 2005 as part of their larger rate case.  If the question is related to our own estimate of avoided costs that we filed, where the commodity portions were much higher, ours were done in the fall of 2005 and there was a significant difference in the commodity forecasts.  


The difficulty with avoided costs is that, as you update them on an annual basis, the biggest component of avoided costs is the commodity forecast.  As we're aware, the last few years the commodity has been quite volatile.  So depending on your commodity forecasting method, the avoided costs actually can be quite varied, depending on when they're prepared.  

     MR. McCOMB:  Right.  Okay.  Thank you.  


Moving on then, in terms of what avoided costs get you in your plan.  You submitted a table, I think it was table 3, in your transitional plan that had a list of measures that failed using Union's old avoided costs.  Looking at them they appear to -- I provided you with a list of several that still fail.  Can you talk about why those are still in the program, or whether they would have passed using the proposed values in the three-year plan or how that works?

     MR. FARMER:  We'll take the question in two parts.  

     If you could address the question on whether they would pass.  

     MS. LYNCH:  They would have passed under the ones that we had proposed in the original filing.  

     MR. McCOMB:  Okay.  

     MR. FARMER:  They're still in the program.  The avoided cost issue is still at question.  Union had proposed a new set of avoided costs based on a study, and we screened our programs and developed the programs on that basis, and then many things changed.  

     What we note is that our avoided costs have not been tested in a regulated proceeding.  So they really haven't had adequate scrutiny, given that they are significantly higher than the costs that were in place.  So we have proposed the use of Enbridge's avoided costs as being a more reasonable set of costs, given that they have undergone scrutiny and been approved.  And while not perfect, we do believe that utilities should have their own unique avoided costs, for one year this is a reasonable compromise and I think acceptable to move the process forward.  

     So the issue that you're asking is:  Why do we leave measures in that fail the TRC when TRC seemed to be the central focus of DSM?  The difficulty is, because there's uncertainty around avoided costs, a lot of these measures are marginal to slightly negative.  And we're thinking, in the longer term, if we were to start and stop support of these programs that would have an adverse effect on our customer relationships and our partner relationships and make it very difficult to restart these programs and gain results in the subsequent year.     

     So from our point of view for the interim year, to run programs that are marginal or slightly negative, that still are promoting efficiency within the spirit of DSM, is a good thing to do for now and for the long-term. 

     MR. McCOMB:  Thank you for that answer.  


Moving on, I will note that several parties have asked questions on this topic.  Looking through the spreadsheet that you provided, I don't see that there are answers, but maybe I missed it.  So in order for me to go forward with this question, I think the -- the most direct question that I would like to have an answer to is:  Do you have a forecasted value for your 2005 LRAM?  

     MR. FARMER:  You're correct in that we haven't populated this table and we were having some difficulty with the table.  The issues are that for the years identified, 2004, 2005 and 2006, for 2004 we have a very preliminary result.  So preliminary in that we haven't done rate class allocation on it, for example.  So a LRAM is difficult for us to do without making an extremely general projection.  

     That would be for '05, if I may correct.  For 2004, we have an unaudited result, so that would be a more accurate result, if you will.  And for '06, all we can use is a target.  


We're not sure that such vague numbers are particularly helpful.  So if you would like us to use, for example, for '06 the target of 88.5 million, do the allocation that we did in our filing, we can provide that LRAM, for example.  

     MR. McCOMB:  I think the '06 number is already provided in your original evidence, the forecast was 1.3 million.  It's only '05 that is missing, that I wasn't able to find any evidence on.  

     MR. FARMER:  No.  So for '05, just so you know we're not trying to clear any values here, so estimated values are perhaps appropriate.  For '05, we could take our estimated results of about 73 million and apply that as a percentage against the 88.5 target, then apply the percentage to our originally calculated target LRAM, if that would be helpful.  

     MR. McCOMB:  Sure.  I understand it is going to be a forecast and the evaluation hasn't been -- performed by yourselves.  That's fine.  I guess I'm looking for a sense of where it's going to be.  

     So I was just looking for a sense of where it is, a forecast would be fine, if you can provide that.  

     MR. FARMER:  We can do that.  The second question I would have is, it does say out to 2007, accumulated to 2007, but we are in rate case for 2007.  So it would be 2006 which would be the last year we would clear without rebasing rates. 

     MR. McCOMB:  That's correct.  

     MR. SMITH:  Just so it is clear.  In the application Union's not looking to clear any deferral accounts.  That will be done -- it will be done in a subsequent proceeding.  There is no deferral account disposition being sought in this application.  

     MR. McCOMB:  That's fine.  

     MR. SMITH:  I wanted that clear on the record. 

     MR. McCOMB:  That's good you said that because it leads me to my next question. 

     DR. HIGGIN:  Can I just say, we were also in our first question asking for 2005 estimated information on the TRC, savings, costs, LRAM, all of those metrics.  And therefore, we were looking for populating that spreadsheet of yours, as well, for 2005.  


MR. SMITH:  Okay.


DR. HIGGIN:  So can we have an undertaking, as per this proceeding, that you will make best efforts to populate that spreadsheet, please.  Then I won't have to pursue this question any more.  

     MR. FARMER:  Yes, certainly we can undertake to populate it now that we know what is involved. 

     DR. HIGGIN:  All right.  Thank you.  

     MR. MILLAR:  I will give that an undertaking number, J1.1.  

     UNDERTAKING NO. J1.1:  TO PROVIDE LRAM FORECAST VALUES FOR 2005. 

     DR. HIGGIN:  Thank you.  

     MR. McCOMB:  So I guess that would be to provide LRAM value forecast of values for 2005.  All right.  Good.  

     So then, going to what Crawford mentioned, do you know when or do you have a sense of when you might be clearing any of these balances?  


MR. GOULDEN:  I can maybe help there.  We do have a pending proceeding, or I guess application then proceeding, with regards to our 2005 year end deferral dispositions, and we're in the process of pulling that information together.  So I would expect in the next month or so we will file that information.  

     MR. McCOMB:  Okay.  So that would clear the DSM variance accounts? 


MR. GOULDEN:  That would clear any of the DSM variance accounts that either don't need audit or have been audited and, therefore, we can go forward.  

     MR. POCH:  Excuse me.  Is that the 2007 application?


MR. GOULDEN:  No, it's a separate proceeding. 

     MR. POCH:  Which has not yet been filed?  


MR. GOULDEN:  That's correct.  Just for your information, the hold up is, in addition to the deferral balances there is also, as some of you are aware, a 

2005 earnings sharing, and there is an issue with reporting that before we report our financial position.  

     MR. POCH:  Sure.  


MR. GOULDEN:  That will all be part and parcel of that proceeding.  

MR. McCOMB:  Okay, thank you.  Then moving on, I notice that in your transitional plan you state that any partnerships with electric LDCs to do DSM will be done on a contracting, upfront basis and that is how you will go forward.


Just to be clear, Are you aware of the rules or the guidelines set out in the TRC guide?


MR. FARMER:  Yes, we are.


MR. McCOMB:  Do you expect that you will follow those guidelines?


MR. FARMER:  Yes, we will.


MR. McCOMB:  Okay, good.  Thank you.  Then for my education, in 2005, the settlement agreement, no electricity savings were presented in the measures savings.  There were no values for electricity in that table; is that correct?


MS. LYNCH:  In the 2005?


MR. McCOMB:  Settlement agreement.


MS. LYNCH:  No.  There are no electricity values in the savings.


MR. McCOMB:  So then for measures that you might have saw in 2006, you will have electricity savings?


MS. LYNCH:  There are electricity savings.


MR. McCOMB:  Okay.  Then, finally, my last question deals with the low‑income programs.  These are new programs that Union's proposing; is that correct?


MS. LYNCH:  Yes, they are.


MR. McCOMB:  I note that your plan is to look to educate low‑income customers on initiatives that will save energy.  Can you expand on how you will do this?


MS. LYNCH:  We intend, in 2006, to consult with key stakeholders on the appropriate program development that we would like to have with respect to low income.


MR. McCOMB:  So it's very much in the beginning stages?


MS. LYNCH:  It's in the beginning stages, yes.


MR. McCOMB:  Similarly, I suppose, the second question is -- my second question is around delivery, and that would be sorted out in that same way; is that correct?


MS. LYNCH:  Yes.


MR. McCOMB:  Okay, thank you.  Those are all of my questions for today.  I will turn it over.


MR. MILLAR:  I think, Mr. Poch, are you next?


MR. POCH:  Sure, I can go.


MR. MILLAR:  I just wanted to clarify for Mr. Dingwall I believe we are now on the air.  Someone has checked, so I think we are on the air.


MR. DINGWALL:  Thank you.


QUESTIONS FROM MR. POCH:

MR. POCH:  I'm asking some of these questions on behalf of Pollution Probe.  I don't think that it matters that I identify them, since everybody in the room needs the same information.


First of all, in your earlier answers you were referring to these -- to the baseline sector study for market transformation.  That's in the category of research.  I gather that is part of what has been scaled back from the original application to this interim year application?


MS. LYNCH:  The market transformation budget was identified separately in the original filing and it is not included in the transactional filing.


MR. POCH:  Can we just get clear, first of all, how much that budget was and get just ‑‑ you can either point me in the old evidence or summarize what that budget was, how much, which programs and which was research?


MS. LYNCH:  In the original filing for 2006, we had a market transformation budget of $156,000.


MR. POCH:  Okay.  And that was comprised of?  How much was program and how much was research?


MR. FARMER:  The bulk of the money, without offhand being able to say exactly how much was actually allocated to establishing the baselines, our market transformation projects targeted the sectors, but realized that we needed to establish some form of score card and objective.  So the bulk of the funding was for research.


MR. POCH:  So it's foundational work to go forward in a bigger way in subsequent years, okay.


On the follow-up on the gas costs and avoided costs issue, we apologize we didn't give you notice of this prior, but just yesterday it has come to our attention that it is at least likely that there has been a confusion between real avoided costs, such as gas cost forecasts in real dollars, and using a nominal discount rate.  This may be a problem that you have been contaminated with from the Enbridge side, or it may be a problem in mixing their avoided costs with your measured costs and so on. 


And we're not even certain yet that the problem is this, but the best information we have from my staff chatting with your staff and chatting with Enbridge staff is that this problem has crept in.  So I can't imagine that we can get an answer on this today, but I would like to get an undertaking that if you could go back and examine the various inflators and discount rate deflators so we can get this on a consistent basis.  


MR. GIRVAN:  Sorry, David can you explain what the issue is?


MR. POCH:  The surmise is that the avoided ‑‑ the avoided costs going out to the future are in real dollars, uninflated dollars, and so that for any given measure Union will go out and they will generate a stream of net impacts in each year.  Then to get the TRC, they discount it to present value, and that it's possible that the ‑‑ that the discount rate is a nominal as opposed to a real discount rate.  


I'm not an economist, but I gather you can either go real real or nominal nominal.  You just have to be consistent so that you don't have unbalanced injections of inflation into your numbers.  We're just concerned that that may have ‑‑ we may be entirely off base here, so let's not take this as gospel, but we just invite you to check that and get back to us.


MS. LYNCH:  Just so I am clear, you are concerned that we are not using the exact same discount rate as Enbridge?


MR. POCH:  No.  That, in fact, Enbridge's discount rate is a nominal discount rate and that you are applying it to real dollar streams.  So it's going to be something you're going to have to get together with Enbridge on and perhaps with my people and just get to the bottom of ‑‑ the effect of which would be to -- that your TRC values here will be lower than they are, in fact, than they should be, if we're right.


MR. FARMER:  So if you are right, then the TRC that we have projected --


MR. POCH:  Underestimated.


MR. FARMER:  -- would be low relative to the TRC that would be actually realized?


MR. POCH:  That's right.  That, of course, is important for a number of reasons.  It may affect this list of failed measures.  It would certainly affect the potential SSM.  It's important I think for everybody to understand, just to make sure we have it right.


MS. LYNCH:  We did look at the discount rate that Enbridge used in their filing, and it is slightly different than the 10 percent that we used.  When we did a difference, it was ‑‑ it's a nominal difference in the TRC, but we can definitely look at it and account for that.


MR. POCH:  Okay.


MR. SMITH:  Maybe the word "nominal" is misused here.  I think what Ms. Lynch means is it is a small difference.


MS. LYNCH:  It's a small difference.


MR. POCH:  This is one where you'll get Mr. Goulden's regulatory economist in to help you with the discounting function to make sure it is consistent.  That's all.  We just need to make sure it is consistent.  So I would invite you to do that.  Maybe we can take an undertaking.


MR. MILLAR:  Yes.  We will call that J1.2.  Mr. Poch, just for the clarity of the record, would you care to give us a one-sentence summary of what --


MR. POCH:  Confirm that avoided costs benefit values and discount rate are on a consistent basis, either real dollars or nominal dollars.


UNDERTAKING NO. J1.2:  CONFIRM THAT AVOIDED COSTS BENEFIT VALUES AND DISCOUNT RATE ARE CONSISTENT, EITHER REAL DOLLARS OR NOMINAL DOLLARS, AND IF THERE IS AN IMPACT ON TRC, IT WILL BE IMPLEMENTED INTO 2006.

MR. MILLAR:  Thank you.


MR. POCH:  Thanks for that long question.


Now, I also understand that Mr. Millar has been chatting with Ms. Lynch, at least, about some minor problems with avoided cost values, in terms of gremlins that have crept in.  I don't have the details, but will you be updating your avoided costs in light of these details?


MS. LYNCH:  Well, there is one issue that was raised with respect to the water heater inflator factor used after the ninth year of the avoided costs in the Enbridge filing.  This was accounted for in our filing.


MR. POCH:  Okay.


MS. GIRVAN:  Sorry, David, to interject again.  I'm just trying to understand what you're saying, in terms of you guys had a discussion with Tracy and you want Tracy to update your numbers based on that discussion?  

     MR. POCH:  No, just that we had pointed out what may be a problem, and I'm just following up.  

     MS. GIRVAN:  I'm worried a little bit about transparency.  

     MR. POCH:  Yes, absolutely, that's why I'm here today putting it on the record.  

     MS. GIRVAN:  Okay. 

     MR. POCH:  I gather that there is a concern that has arisen with respect to the numbers after nine years on water heater measures.  I gather if there was a concern with an older set of numbers it has been rectified, is what I've been told.

     MS. LYNCH:  It's not a concern in our numbers. 

     MR. POCH:  Okay.  If we think there is an outstanding concern, we will of course bring it to everybody's attention.  

     Now, I'm going to turn to the questions that Pollution Probe provided for you.  Mr. Gibbons couldn't be here today and asked me to follow up and make sure the questions got on the record.  His first question was simply asking for forecasted in-franchise distribution volumes for 2006.  Is that available?  

     MR. FARMER:  We provided, I believe, the table.   

     MR. POCH:  Sorry, I just got this.  

     MR. FARMER:  Sorry.  It is not there.  We will provide the table.  

     MR. POCH:  Okay.  

     MR. MILLAR:  Would you like an undertaking for that, Mr. Poch?  


MR. POCH:  Sure.


MR. MILLAR:  We're at J1.3.  Just for the clarity of the record, I would like to give an exhibit number to -- 

     MR. FARMER:  If I may, is it adequate to give you the forecast number for 2006?  

     MR. POCH:  Whatever is most convenient for you.  

     MR. SMITH:  Rather than provide an undertaking, if we have the information, I would prefer to read it into the record.  

     MR. MILLAR:  That's fine.  

     MR. POCH:  Sure.  

     MR. FARMER:  So the proposed forecast throughput for 2006, as part of the 2007 cost of service, is 14,458, 

106 m3.  It is in EB-2005-0520, exhibit C1, summary schedule 1.  

     MR. POCH:  Hmm-hmm.  The next question he asks is with respect to the revenues, distribution revenues plus gas commodity cost revenues for 2006.  

     MR. FARMER:  Those are in EB-2005-0520, exhibit C1, summary schedule 3, addendum.  I will just get my numbers, 1,776,000,000, I believe.  

     MR. POCH:  Okay.  Thank you.  


I gather that -- his third question.  Sorry, did we want to put that -- we never. 

     MR. MILLAR:  Yes.  Just for the clarity of the record, I understand J1.3 is no longer an undertaking.  That's been taken care of.  

     But this document that was handed out by the applicant at the beginning of the proceeding today will be called K1.1.  And, I guess, just for clarity, we will call it Union Gas DSM tables.  

     EXHIBIT NO. K1.1:  UNION GAS DSM TABLES  

     MR. POCH:  Fine.  Pollution Probe's third question pertained to the changes from your originally filed plan to your interim plan, as filed now.  And he asks for a breakout of the 4.29.  I take it that that the final page on K1.1 is an attempt to do that?  

     MR. FARMER:  Yes.  

     MR. POCH:  Okay.  Now, you've indicated, in your -- as an explanation that you have basically done two things to adjust your project.  You have taken out research and development efforts focussed on future years, and you've taken out market transformation.  I think we have already established that market transformation is a relatively minor item, it is partly, indeed mostly, research itself.  So I just wanted to go through this table with you and make sure we understand what the guts of the change are.  

     I apologize if this has already been explained in your pre-filed, but I'm doing this on the fly as this information comes out.  So if you could turn to that table and we will just go through it line by line.  And if I could get some expansion of what the changes are.  


The first one, under residential, about a half million dollar reduction, can you tell me what the -- you said, "reduction in proposed market support programs."  Give me a sense of what that phrase means.  

     MR. FARMER:  Yes.  In the market support programs there are training and advertising offerings designed to create awareness of DSM and support the measures that we are trying to promote, and we have reduced those budgets.  

     MR. POCH:  Okay.  You've got removal of incentives in support of NRCan furnace program.  Can you tell us about that?  

     MR. FARMER:  Yes.  In the original filing, we had been talking with NRCan about participation in an energy relief program which targeted high-efficiency furnaces.  NRCan had approached us to administer the program, and I do believe also Enbridge and other utilities across Canada to administer the program, realizing that the utilities are better placed to communicate such programs and administer them.  

     We have since been talking with NRCan, and actually in program development talk with them on a regular basis, and a few weeks ago, in about mid-January, we decided that we would provide our support in our traditional form in terms of an incentive and support through to the HVAC partner, which was in the original budget, but not provide a top up to the funding direct to the customer, but we would administer the program.  So we withdrew that budgeted amount. 


And similarly, we note that originally NRCan had intended to start the program at the beginning of the year and they have not yet started the program, and I believe it is now April, pending any change in government direction, given the change in government, that is now a start date.


So all of these things contributed to a reduction in that budget 

     MR. POCH:  Can we get a number on that change?  Do you have these separated or -- 

     MR. FARMER:  No.  We could undertake that number.  

     MR. POCH:  Yes.  I think, in general, we're going to want to get -- the break-out you provided here is by sector as opposed to by program or measure.  I think it would be helpful for us, in hopefully concluding discussions next Friday, if it's possible for you to provide a further break-out by program or measure, as applicable.  

     MR. FARMER:  Yes, we can.  


MR. POCH:  Great.  So we will look for that for each of the line items on this table, and for each of the individual items within the line items.   

     MR. MILLAR:  You would like an undertaking number for that, Mr. Poch?


MR. POCH:  Please.


MR. MILLAR:  That will be J1.3.  

     UNDERTAKING NO. J1.3:  TO PROVIDE A BREAK-OUT BY PROGRAM OR MEASURE, AS APPLICABLE, FOR EACH LINE ITEM AND INDIVIDUAL ITEMS WITHIN THE LINE ITEMS ON TABLE IN K1.1

     MR. POCH:  Nevertheless, I'm going to forge ahead and get a bit of information, not the numbers which you will provide, but the -- just to make sure we understand what these are referring to.  

     You refer to reduction of incentives for high-efficient furnace.  Can I get a sense of what that is about?  

     MR. FARMER:  We're looking at reducing the level of support for each high-efficiency furnace in the market.  

     MR. POCH:  And is this an interim measure just to keep your budget down during this year or do you see this as a permanent change in the program approach?  

     MR. FARMER:  At this time, we couldn't say whether it is permanent or not.  For example, if in evaluation we see that reducing the incentive is still leading to high influence, then we would possibly maintain a reduced incentive, or we would restore the incentive if -- 

     MR. POCH:  Can I ask what the change in the incentive value is per participant?  

     MR. FARMER:  Currently we are considering but haven't decided upon, so we're still supporting at 50 dollars to a HVAC partner per high-efficiency furnace, but we're considering a reduction to $25. 

     MR. POCH:  And this is an incentive aimed at the HVAC industry as opposed to the customer?


MR. FARMER:  Yes.


MR. POCH:  Okay.

     I take it the explanation for the low income change is simply the partial year?  

     MR. FARMER:  That's correct.  

     MR. POCH:  Thank you.  


Under commercial you removed a proposed further increase in custom project funding to drive higher results.  Is there any further explanation of that, other than you simply -- you know, holding mode as opposed to a climbing mode, pending the generic process?  

     MR. FARMER:  I think that is the best explanation.  We had seen the need to further increase incentive levels to drive higher levels of participation and influence in our custom projects in the commercial market, and with the interim plan will hold at our current levels of funding which are significantly increased over previous years, but --

     MR. POCH:  You have got three clauses here, but they're really all the same point, I take it?


MR. FARMER:  Yes.


MR. POCH:  All right.  So that is not a change of program form or direction.  It is just you're not going to accelerate it, if you will?


MR. FARMER:  Yes.  We're not going to implement a plan change.


MR. POCH:  I take it the same is true in the distribution contract area there.  It wasn't a change in program or measures considered.  It is simply you're not going to escalate, or actually in that case you're going to ‑‑ you just simply lowered your targets and, therefore, your program budget goes down?


MS. LYNCH:  I guess it is a little bit different.  We haven't lowered the target.  It's a reduction in project identification audits.  Those are things that would perhaps have savings in future years, not in the current year.


MR. POCH:  Right.  Part of it, that's the front end of the -- we always hear about this pipeline of projects.  So you're squeezing that a bit to keep your budget down this year?


MS. LYNCH:  That is correct.


MR. POCH:  Okay.  Research, I think it is clear what is happening there.


Can we look at evaluation?  You've indicated a reduction in proposed measures evaluation due to generic proceeding and a decrease in reliance on external consultants for evaluation.  Do I understand that, that that is with respect to new measures you're not currently delivering?


MR. FARMER:  No.  We had proposed, in our previous or original filing, because it was a three‑year plan, in order to clean up evaluation and be more rigorous in evaluation, that we would evaluate on a predetermined schedule over the three‑year period, and given that there is a generic proceeding considered and that we anticipate that evaluation and correct assignment of values will be part of that proceeding, we don't see the need to run a much more robust evaluation budget in the interim year.


MR. POCH:  Okay.  I take it no change in administration on salaries and overheads.  You have postponed additional staff, and I take it that is just in light of the scale-backs that we have been talking about here?


MR. FARMER:  Correct.


MR. POCH:  Okay, thank you.  Now, Mr. Gibbons asks, assuming the OEB directed you to restore the budget that was in your original 2006 multi‑year DSM filing, how would you ‑‑ how would you spend those additional dollars, 4.29 million, and what would be the likely impact.  Can you respond?


MR. FARMER:  We note that in preparing our budget, we focussed on the 2006 plan year results.  And so our answer is we would restore the majority of the things that we removed from our original filing to focus on future year results.


MR. POCH:  So, basically, yes, you put back that list we just went through.


Mr. Gibbons also asks about what the impact on 2006 volume savings by major customer groups would be.


MR. FARMER:  Of restoring?


MR. POCH:  Of restoring that.


MR. FARMER:  The targeted volume savings wouldn't change.


MR. POCH:  Okay.  I'm not going to embark on cross‑examination on that, in the spirit of a technical conference.  We can debate that in the ADR.


Thank you.  Those are Pollution Probe's questions, and I have a list of questions which Green Energy Coalition offered.  These are often fairly detailed items, so hopefully we can get through these quickly, but let's see where it goes.


Do we in fact now have ‑‑ turning to GEC question 1, asking for a list of the update and the changed assumptions since the 2005 ADR agreement, do we have a list of that somewhere at this point?


MS. LYNCH:  They are included in the package that was handed out.


MR. POCH:  Okay.


MS. LYNCH:  Page 2.


MR. POCH:  Let's make sure we're talking about the same page.


MR. SMITH:  I think it is page 2, 3, 4, 5 and 6.


MR. POCH:  Okay.  So this is a lengthy table.  Is this table just listing changes, or is this the entire list and we have to hold it up to light against a previous list to understand where the changes are?


MR. SMITH:  The latter.


MR. POCH:  Okay.


MR. SMITH:  It's bolded, Mr. Poch.


MR. POCH:  It's bolded.  Okay.  Perhaps it is my glasses.  The bold doesn't come through all that well, but perhaps well enough that we can manage.  Okay, thank you.


Now, we also asked for new information supporting these new input values.  Has that been provided?


MS. LYNCH:  That information was provided directly to Kai Milliard on February 7th.


MR. POCH:  Okay.  Is it available for any other party who wishes --


MS. LYNCH:  It is available here.  We do have copies for people who are interested in receiving them.


MR. POCH:  Thank you.  Similarly ‑‑


MR. SMITH:  Sorry, Mr. Poch.  They're downstairs, but we can bring them up.


MR. POCH:  I'm sure somebody will want that and it may become an exhibit if it is of value to folks.


We also asked for evidence in support of the various free rider rates in the 2006 plan.  Has that been provided?


MR. FARMER:  No.  We do have an answer for the question, rather than providing individual evidence.  What we would note is that in 2003 an extensive audit was undertaken as part of the evaluation process, which considered all of the free rider rates that were used in the plan at that time, and similar processes in 2000 and 2001 and previously.  


So in 2003, the auditor and the consultative -- the audit sub-committee did review all of the rates that were proposed and accepted. 


 Those measures all have existed with those free rider rates in the 2005 ADR, which was considered and accepted.  And we have only made one change in 2006, which is to use the 30 percent free rider rate for custom projects, which although it was the rate in the 2005 ADR, there was research in the 2003 audit that suggested the rates should be different for that year only, and so we feel it is appropriate to apply them for that year, and in addition to 2004, but not for 2006.  


So there are no changes to that one.


MR. POCH:  I take it that was a higher rate that was found appropriate for 2003?


MR. FARMER:  The rates varied.  One rate was reduced and a few rates were raised.


MR. POCH:  Right.  Okay.  And has the company considered moving to a ‑‑ to that approach in each year; that, is looking at free ‑‑ taking a sample and looking at what the appropriate free rider rate is ‑‑ well, let me make sure I understand.


You're telling us that the free rider rate that evaluation found applicable to the particular set of measures and customers in your custom projects that year is different than 30, but you can't generalize from that, because every year is different?


MR. FARMER:  That is correct.


MR. POCH:  Right.  That being so, has the company considered simply moving to that approach in each year, some kind of sample and after the fact free rider rate injection, because of the nature of the custom projects that ‑‑


MR. FARMER:  We are not considering doing annual evaluation on free ridership for custom projects.  We believe that this issue should be or will be dealt with in the generic proceeding and that we will comply with whatever clear and binding direction is delivered.


MR. POCH:  Now, the next question we have is with respect to heat recovery ventilators, which you now show in your measures. 


First of all, are you aware that on a previous occasion you had proposed this, and after a discussion about the fact that heat recovery ventilators may have no energy-saving implications -- maybe valuable for other reasons, but may have no energy-saving implications, it was withdrawn.  

     Is that within the corporate memory?  

     MR. FARMER:  I am not aware of the context within which the question is placed.  What I am aware of is that Union did have HRVs in its programs, heat recovery ventilators as part of our new build program, but we removed energy savings from that monitoring because the level of energy savings was in question.  

     So, I do not recall this statement, because they were proven not to save energy.  I would argue that.  

     MR. POCH:  Currently in your plan, are you proposing to count any energy savings from the HRVs that are in your plan?  

     MR. FARMER:  Yes, we are. 

     MR. POCH:  Our understanding is the only way you could posit that there are energy savings is if you assumed that the heat recovery ventilator was being used instead of a

non-heat recovery ventilation system.  And we're wondering what evidence the company has that, in fact, homeowners operate non-heat recovery ventilators routinely in winter.  

     MR. FARMER:  We admit we have no specific evidence to suggest that they are operated all year round.  What we note is that the building code requires the capability to ventilate, and in the interests of health and indoor air quality that homeowners should ventilate.  The Code does not have an efficiency standard for ventilation, merely the existence of fans.  

     We have more detail in the derivation of the savings estimates in the document that we referenced earlier that we will provide 

     MR. POCH:  I think the problem here is that our understanding is that the Code simply requires there be a fan.  The way this works is, there's another switch put on peoples bathroom fans so they can run them if they choose to have exhaust year round.  And the concern is that, in practice, people tend not to do that, in which case there would not be any energy savings.  

     So it seems to me, I think we can agree, that that is the factual issue, and there is simply no evidence available, at least to the company at this time, about what the right answer is.  Is that fair?  

     MR. FARMER:  We agree there is no specific evidence related to how often the fans are run.  

     MR. POCH:  Okay.  And the calculation you made of energy savings, then, does obviously include an assumption about how often those -- an assumption about how often those fans run.  Can we get that?  

     MR. FARMER:  Yes.  The derivations that we mentioned will provide the background, the background will have those assumptions.  I'm afraid I'm not familiar with the actual calculation. 

     MR. POCH:  We should just get an undertaking to provide that.  Derivation of the savings for the HRV measure, including -- 

     MR. FARMER:  We have already agreed to provide the bigger document that has that within.  

     MR. SMITH:  You already have it.  

     MR. POCH:  I take it that will provide the specific item that I am after right now, which is the assumption about the - I was going to say load factor, I've been doing electricity hearings - the duration of on time for these fans.  

     MS. LYNCH:  We will verify that that is included in the document.  

     MR. POCH:  Thank you very much.  If you could turn to number 3.  This is with respect to your Energy Star new home construction-based programs.  We find that you've used a 15-year measure life, and we note in contrast that, at least my consultants tell me, that the reasonable assumption for the particular measures in that bundle are things such as 25 years for basement insulation, 25 years for windows and 19 years for high-efficiency furnaces.  So we're wondering where the 15 years has come from and whether it is appropriate to revisit that.  

     MS. LYNCH:  We have received new information on the measure life that would estimate it at 25 years, it was provided to us on January 31st by Leonard Hart.  

     MR. POCH:  That will be updated, will it?

     MS. LYNCH:  It will be used prospectively, going forward.  

     MR. POCH:  All right.  I just note that this was one of the items that showed up on the list of failed measures.  I take it that this could change that, if it was taken into account right now?  It would push in that direction, whether or not it is efficient?  

     MR. FARMER:  We don't know whether it passes at 25 years.  It certainly is a failed measure under the current test, using Enbridge's avoided costs. 

     MR. POCH:  The longer -- my assumption is right that with a longer measure life the TRC would go up?  

     MR. FARMER:  Yes.  The longer measure life should make the results either positive or less negative.  

     MR. POCH:  I would like to ask for an undertaking to update the TRC values for that program with the new measure life.  

     MR. MILLAR:  J1.4.  

     MR. FARMER:  Yes.  

     UNDERTAKING NO. J1.4:  TO UPDATE THE TRC VALUES USING THE NEW 25-YEAR MEASURE LIFE.

     MR. POCH:  Thank you.  We had a technical question about the use of the HOT2XP modelling of the thermal envelope in your EnerGuide -- I apologize.  I don't even know which program that is used with.  Perhaps, again, the new home construction, I'm not sure.  It was a question of which mode the model was run, and apparently there are two modes to this model, a general mode and an EnerGuide for houses mode.  Can you answer that?

     MS. LYNCH:  It was run in general mode.

     MR. POCH:  Okay.  There is a question here which we sort have already dealt with it in a more general way.  

     The next question, although poorly worded, was intended to ask why the Energy Star houses, which had been in what was described as a pilot-project mode in 2005 at 200 homes, is only 225 in the test year?

     MS. LYNCH:  In 2005, we didn't track any houses through this program.  It was really focussed on developing awareness of the program.  So it's viewed that 225 is a realistic target for 2006, and that was developed in conjunction with EnerQuality.  

     MR. POCH:  All right.  We'll have to follow up on that information.  A question about, apparently there are several places in your tables where you have screening inputs for measures with no participants.  Can we get an explanation for what that is about?  

     MS. LYNCH:  The measures identified without participants are ones that we're considering but don't currently have any targets for.  But we wanted to make sure that the input assumptions had the opportunity to be reviewed.  

     MR. POCH:  All right.  You're not -- is that because you imagine you are likely to go ahead in 2006 with these, or you anticipate in subsequent years you may?  

     MS. LYNCH:  In subsequent years.  

     MR. POCH:  All right.  All right.  Well, I will just put on the table that one of the things we will want to consider next week is whether it is appropriate just to back that out.  Because given the scramble we're all facing in this case, we may not have time to vet items that aren't pressing.  But we will leave that for then.  

     Now, the next question refers to the 2003 evaluation and audit process, which changed a number of screening assumptions.  And we asked just if we could hold up the 2006 proposal to -- with that one, and if you could advise us if there are any revised values that came out of the 2003 evaluation audit process that have not, in fact, been utilized in the 2006 filing.  

     MS. LYNCH:  All of the screening assumptions from the 2003 evaluation audit and process have been included in the 2006 proposal.  The only difference, as we discussed, is the 30 percent free rider rate for custom.  

     MR. POCH:  For custom. 

     MS. LYNCH:  For custom. 

     MR. POCH:  Thank you.  


Turning to evaluation.  Will the custom project audits be internal or external auditors?  

     MS. LYNCH:  The custom audits will be external.  

     MR. POCH:  Okay.  Will you, in fact, be studying any -- evaluating the free ridership rate?  I understand you want to go with the standard 30 percent, but will part of the evaluation exercise look at what the real free ridership experience is?  

     MR. FARMER:  Is the question specific to custom projects?  

     MR. POCH:  Custom project free ridership, yes. 

     MR. FARMER:  No, we have no intent to study free ridership for custom projects in 2006.  

     MR. POCH:  Okay.  


In the research evaluation admin budget, which you show in table 2 as 505,000, could you tell us how much is evaluation work as opposed to other activities?  

     MS. LYNCH:  Evaluation work is $235,000.  

MR. POCH:  Can we ‑‑ is there an evaluation plan for 2006?


MS. LYNCH:  There are a number of items that are included in the evaluation plan.  Do you want me --

     MR. SMITH:  We have it broken out.  Maybe we can just read it into the record.


MS. LYNCH:  Hmm‑hmm.  The evaluation for budget for 2006 includes preparation of the evaluation report, $25,000; audit of evaluation report, $35,000; custom audits, $50,000; program audits, $50,000; measure evaluation, $10,000; consultative fees related to evaluation, $50,000; audit sub-committee consultative fees, $15,000; total, $235,000.


MR. POCH:  Okay.  I just wanted to get a breakout of the ‑‑ do you at this point have any plan for which programs and measures you will be looking at?  You have a $50,000 and a $10,000 budget for those items.  Then I assume the $50,000 for consultant is related thereto?  Correct me if I'm wrong.


MS. LYNCH:  The $50,000 for program audits would include items that we do on an annual basis, such as those audits related to ESKs that are put into place.


We don't currently have a plan related to the money on measure evaluation.


MR. POCH:  Okay.  And the $50,000 for consultants, is that related to these evaluations, or is that related to the sub-committee, or just a reserve budget?


MR. FARMER:  Could you repeat the question?


MR. POCH:  The 50,000 for external consultants, can you indicate what that --


MS. LYNCH:  That is 50,000 for consultative fees related to evaluation.


MR. POCH:  Oh, I see, okay.


MR. SMITH:  I'm sure everybody knows this, but ESK --


MR. POCH:  Energy savings kits?


MR. SMITH:  Yes.


MR. POCH:  Which is, I take it, the showerheads and faucet aerators and pipe insulation?


MR. FARMER:  Yes.  It is a package of water-savings measures.


MR. POCH:  Of the evaluations you've just spoken of, do you do these in house, or are these done by independent researchers?


MS. LYNCH:  The budgeted money is all for external.


MR. POCH:  Okay.  Will you be doing that through an RFP process or...

     MS. LYNCH:  We do have an RFP process that we use at Union Gas as a standard for all consultant work.


The exceptions can take place if there is a timing issue or a subject matter expert that you need to engage.


MR. POCH:  All right.


Now, turning to custom projects, I understand there have been changes with respect to the approach taken there.  We asked for a list of those changes, any changes that may affect free rider rate, at least.  Can that be provided?


MS. LYNCH:  There's a number of changes that have been made.  We've increased the incentive amounts that we provide.  We've also increased the capital project that can be provided.  We've also increased the training that's provided to our account managers, to certify them and allow them to be able to add more value to the buying decision when it is made.  


We've also increased the emphasis on education and resources, and these would include things like energy efficiency pages on the Union Gas web site.


MR. POCH:  Okay.


We asked for the breakout of incentives.  I see you've provided a breakout on a -- in ‑‑ page 7 of K1.1 on a -- just on a split between the two major markets.  I think we were looking for a breakout on a finer basis.  Is it possible to get that on a program or measure basis, as applicable?


MR. FARMER:  We may have misunderstood the question.  Are you asking for a breakout of incentives for all measures that we support, or for just ‑‑ we had interpreted this to be the custom projects.


MR. POCH:  Yes, we apologize.  I see how that was made.  We also sent a letter about a week or two ago that we were interested in this.  I think that is one of the ones that is outstanding, and that is what we would like is -- you do provide a -- the table with all of your measure- or program-specific inputs and so on.


But I gather that the incentive portion of the program cost is not broken out from the measured costs -- or, rather, from the balance program costs; is that correct?


MR. FARMER:  I'm not entirely sure I understand what is being asked.


MR. POCH:  Well, I guess for any given program or measure where there is an incentive given, we would just like to get a list somewhere where we have that number.  I take it incentives are part of your program costs, but not part of measure cost?


MR. FARMER:  I'm still looking to understand the question, and I think if you look at the attachment A of the evidence, which gives the detailed input assumptions, I believe what you're asking is to insert into this attachment the incentive values for each of the measures, if I'm not mistaken.


MR. POCH:  Yes.  I think, if I understand correctly, attachment A is the ‑‑ is your measure costs, and then in addition to measure costs, you have program costs for incentives and other program costs.


And I gather that many of the program costs are -- don't break out on a measure-by-measures basis, because you have bundles of measures?


MR. FARMER:  That's correct.


MR. POCH:  But incentives would generally be tied to particular measures.  So we wondered if we could get a column which indicated the incentive applicable per measure, where applicable.


MR. FARMER:  We can undertake to provide that.


MR. POCH:  That would be helpful.


MR. MILLAR:  J1.5.


MR. POCH:  Which is provision of incentive costs by measure.


UNDERTAKING NO. J1.5:  PROVISION OF INCENTIVE COSTS BY MEASURE.

MR. POCH:  And then with specific reference to the question of custom projects, I take it that your answer to that is on page 7 of K1.1, that you've moved from a 4 percent to a 2 percent level of incentives as a percent of the incremental cost of measures in your custom projects; is that correct?


MR. FARMER:  No.  Our custom projects are distributed across the core and distribution contract markets, and we do divide those markets for good reasons, the larger customers tending to act somewhat differently than the smaller customers.


In the core market, the top table, what you see is that the percentage has increased to 5 percent on average.  This is an average assessment of our work in that market, because incentives are specific to the project being custom projects.


In the distribution contract, I think it is misleading to say that it has fallen, because if you do look at the incremental cost of the projects, they have gone from $220,000 to $1.4 million, indicating considerable success with larger industrial customers.  

     And the incentives have risen from $9,800 to $22,000 per project, which is a significant increase, and it is the math working there.  And I would note that in our evidence we do point out that in our distribution contract market we are now working more extensively with the smaller customers, and I think you will see this number come back in line.  

     MR. POCH:  All right.  So in actual fact, you're raising the incentive offered per job, if you will, or per cluster of measures. 

     MR. FARMER:  Yes.  

     MR. POCH:  But because the average custom project is larger than it was before, that as a percent of that it's gone down.

     MR. FARMER:  That is correct.  We do provide project caps and funding, so that would naturally happen as the projects get bigger.  

     MR. POCH:  You mentioned that earlier.  Is that in the evidence somewhere, how that cap has changed?  

     MR. FARMER:  The information we provided was for the increase in the core market, customer caps, we didn't provide the industrial, the distribution contract that is.  And I don't have that number handy and we can provide -- 

     MR. POCH:  Perhaps we could get them both on the same undertaking. 

     MR. FARMER:  We can provide that table. 

     MR. POCH:  That will be part of the previous undertaking?  

     MR. FARMER:  Yes.  

     MR. POCH:  Thank you.  We ask what the split is, in terms of fraction of custom projects brought into the program by Union staff versus trade allies for the last few years.  Do you have any information on that?  

     MR. FARMER:  Yes.  We want to refine the question, though, just to point out that no custom project comes into our program that isn't managed by a member of Union's staff.  

     If I can take the liberty of refining your question, which incentives are paid to channel partners versus directly to end-use customers, which really determines a difference in approach to the market.  And the breakout is provided in the next table, which seems to have printed across 7 and 8 in my copy.  

     So in 2002, you can see 44 channel partner-funded projects versus 14 direct to end user.  And the number is 166 estimated for 2005, versus 72 end users.  You will see an increase in the level of activity directly with the end user, but similarly an increase across the board as our custom projects are much more successful.  

     MR. POCH:  Focussing on the channel partner-funded projects, we wanted to understand exactly how you encourage your channel partners to deal differently with their customers.  

     MR. FARMER:  Sure.  I want to point out that we've been evaluating channel partner programs in conjunction with our consultative since they were introduced in '99, and they have been a significant part of every evaluation report we have produced.  

     Some of the -- sort of summation of ways that we work, we provide training opportunities for channel partners, including training them on ability to conduct boiler audits and on-site assessments.  We provided training for partners to become eligible to do CBIP simulations and we're actually a key part of getting that project going.  CBIP being the commercial building incentive program offered by NRCan, which promotes energy efficiency in a new building.  

     We provide literature which explains the benefits of efficiency.  We have provided electronic tools that allow them to compare boilers for their customers to compare other energy efficient options and other technologies.  

     We advocate with them on an ongoing basis, we have a sales force that is quite large which deals with these customers right across the province and constantly has DSM as one of our key methods.  We will go on joint calls with these partners when they go to see their customers to make sure the discussion is trying to optimize energy efficiency.  

     It is a proven program that, I think, has yielded very strong results, and actually, in the audit for 2003 only, of custom projects, we would note it was the channel partner-directed programs that had the lower free rider rate.  

     MR. POCH:  All right.  I just want to get a sense of how you have come up with these numbers for the number of projects that you're taking credit for through this indirect support.  Can you give us a sense of that?  

     MR. FARMER:  Well, I don't believe this is indirect support.  This is direct support to the market.  

     MR. POCH:  I didn't mean it in any pejorative sense.  

All of these activities are good activities, just because you are dealing with the trade dollars as opposed to dealing with end-use customers directly, I wonder how you get a count of projects. 

     MR. FARMER:  A channel partner, who could be an engineer or an HVAC depending on the nature of the project, or a consultant, would have to apply for participation prior to the project being undertaken.  And we will screen the project, based on the best available data, participate in making sure that the sales process is working.  So we then have that project in our system, and then the counting is upon payout of the incentive.  

     MR. POCH:  So these are, in fact, kept track of on a project-by-project basis?  

     MR. FARMER:  Definitely.  

     MR. POCH:  Turning to a few program-specific questions.  These ESK, Energy Saving Kits, you indicate they're being distributed by Home Depot stores.  What is the -- what is Union's role in that?  

     MS. LYNCH:  It is Union Gas employees who distribute the kits at Home Depot stores on designated days.  

     MR. POCH:  Are they giving them away?  

     MS. LYNCH:  They are giving them away.  

     MR. POCH:  They're giving them away.  Thank you.  

     Similarly, you say they're distributed by HVAC customers.  Again, are these a giveaway?  

     MS. LYNCH:  Yes, they are.  

     MR. POCH:  All right.  In all of these cases, can you indicate how you conclude -- come up with a value for which of these measures are actually being installed, first of all.  What is the install rate?  Secondly, with respect to showerheads, I gather that as time goes on more and more existing showerheads are low flow, whether the customers realize it or not, and how can are you accounting for that?

     MS. LYNCH:  First part of your question, we do program audits to verify the installation of the measures provided in the Energy Savings Kits.  

     MR. POCH:  How is that done?  Do you record which customers receive these?  

     MS. LYNCH:  Yes, we do.  They're required to fill out a tracking form when they receive the Energy Savings Kit.


MR. POCH:  Okay.  Is that an external audit?  

     MS. LYNCH:  Yes, it is.  

     MR. FARMER:  We should clarify.  Sorry, that is an audit that is conducted by an external contractor, a consultant.  

     MR. POCH:  Yes.  I'm not sure what distinction you're making. 

     MR. FARMER:  I didn't want to relate it to the audit done by the audit of the evaluation report. 

     MR. POCH:  Which is a separate exercise?  

     MR. FARMER:  Yes.  

     MR. POCH:  Okay.  I see that for your low-income programs, what you're foreseeing in 2006 is that this is the area of activity that is likely to ramp up and account for that added funding in that sector?  That is one of the activities, in any event. 

     MS. LYNCH:  That is one of the activities we proposed.  

     MR. POCH:  Now, do you actually capture the old showerheads so you can see if, in fact, this market is getting saturated?  Or how do you satisfy yourself that, in fact, these things are not just getting installed but getting installed and displacing less-efficient appliances?  

     MS. LYNCH:  There is a free rider rate and an adjustment factor that are applied to the low-flow showerheads. 

     MR. POCH:  That free rider rate is, I take it -- I'm reading between the lines here.  You don't actually harvest the old showerheads, so the free rider rate is not something that flows out of that audit we spoke of a moment ago.  This is something that you've set looking at the experience in the market, generally, about the saturation of low-flow showerheads; is that correct?  

     MS. LYNCH:  Yes.  To your other point, we do not collect the showerheads.  

     MR. POCH:  Right.  So where is that information about the free rider rate coming from then?  

     MR. FARMER:  I couldn't point you to the specific year.  The rates were evaluated as part of the 2003 evaluation and audit process, and are under consideration again in the 2004 audit process underway.  

     MR. POCH:  Okay.  I take it that you've used the -- you're using the rate that came out of the 2003 evaluation and audit?  

     MR. FARMER:  Yes, that's correct.  

     MR. POCH:  Can you just tell me what that rate is, the -- 
     MR. FARMER:  For showerheads specifically?


MR. POCH:  Sure, that would be helpful.


MS. LYNCH:  In EB-2005‑0507, attachment A, page 1, we have a listing for the ESK showerhead, low flow in the HVAC, the Home Depot and the low income, and it is a 10 percent per annum rate in all three.


MR. POCH:  Okay.  We ask a question with respect to the low‑income program and why you haven't included any measures for thermal and mechanical equipment.  I think I heard you say earlier today that your plan is to consult with stakeholders in the next little while about -- before finalizing your low‑income program.  Is that for 2006?


MS. LYNCH:  We plan to consult with stakeholders on the development of programs.


MR. POCH:  So may I take it, then, that for 2006, that the program details are not settled in that general program?  The measure details aren't settled?


MS. LYNCH:  We have proposed programs related to the ESKs and the thermostats, but not anything additional to that at this point.


MR. POCH:  Is there funding in your budget proposed now to cover other possible forays for that market sector?  


MS. LYNCH:  There's money in the budget related to program development, not specifically related to additional measures.


MR. POCH:  All right.  So are you contemplating that as a result of this consultation and other research efforts, that you will be trying to formulate plans for the future, but you don't ‑‑ am I correct that you don't anticipate doing any other measure delivery, program delivery to that sector, apart from the ones you just mentioned in the 2006 period?


MR. FARMER:  Yes, that's true.  But I think it is important to note ‑ and I do anticipate the question later on ‑ that the low‑income program, as described here, does target low‑income customers who own their homes, or rent and pay their gas bill and doesn't target social housing and multi-family, which we consider to be within our commercial programs.  


MR. POCH:  I understand.  And you do have in 2006 some funded program and measure delivery in that other part of the sector?


MR. FARMER:  Yes, that's correct.


MR. POCH:  I'm going to leave questions on low income to my friends from LIEN who are focussing specifically on that.


We did ask also for an organizational chart with persons in positions and so on for the DSM crew at Union.  Is that available?


MR. FARMER:  The difficulty in providing the organization chart is that there are the core 10 roles which we can identify and read into the record for you, and then this DSM is distributed across the sales and marketing units of the distribution marketing, industrial sales and marketing, the market knowledge function, channel support fulfilment support, et cetera, et cetera, IES, and you basically would be given, if possible, massive reams of org charts.  What I can do ‑‑


MR. POCH:  Let me stop you there and say we don't want that.  We're not asking for that.


Is it possible to provide a listing or an org chart, whatever is most convenient, for the people where a significant portion of their work is DSM and that for the many people you have indicated are part of your army of delivery agents, you could simply describe what parts of the organizations, what the nature of the roles, in general, but the number of people so involved and the average proportion, some measure that you might have, I take it -- any measure of that that you have.  We don't need to know individuals and their particular job descriptions.


MR. SMITH:  It strikes me that that is potentially a fair amount of work for limited utility in this proceeding.  I think we're certainly happy tell you 10 people who do this full time, but beyond that it does seem like a lot of work for addressing an issue that is not core in this proceeding.


MR. POCH:  Let's start, if I can then ask for the ‑- certainly the full-time people, but also if you could identify any staff who spend a -- let's call it a significant proportion of their time - and I will leave it up to you to decide what significant - is on DSM.


So I think we understand, from your response, there are a great many customer reps who, as part of meeting with customers, always have the DSM arsenal, as well as all of the other gas promotion efforts, but I take it that you wouldn't allocate any significant portion of their time to DSM?


MR. SMITH:  We can do that.


MR. POCH:  All right.


MR. MILLAR:  J1.6.


UNDERTAKING NO. J1.6:  PROVIDE LISTING OR ORGANIZATIONAL CHART FOR THE PEOPLE WHOSE WORK CONSISTS SIGNIFICANTLY OF DSM.

MR. POCH:  I'm going to stop there.  I've taken a lot of time.  I'm sure my friends will have questions on budgets and targets, and I will give them a chance.


MR. MILLAR:  Thank you, Mr. Poch.  I think we will take our morning break now.  We're moving at a fairly good clip, so I would like to keep things moving.  Shall we take 15 minutes?


MR. SMITH:  Thank you.


‑‑‑ Recess taken at 10:30 a.m.


--- On resuming at 10:50 a.m.


MR. MILLAR:  Okay, I think we will get started again if everyone is ready.  


I'm not sure, Mr. Aiken, are you next in line?  


MR. AIKEN:  Yes, I can go next.  


QUESTIONS FROM MR. AIKEN:


MR. AIKEN:  I'm first going to talk about the DSM budget.  My understanding is that your budget for 2006 reflects an inflation increase of 1.9 percent, and I have no questions on that.  But the question is why there's no productivity offset built into your increase?  


MR. FARMER:  When creating the budget, it's interesting to note the target levels that we're currently operating, and they are stretched targets, are significantly higher than we've had in the past.  So we're still developing a level of expertise that is required to consistently reduce targets.  


Having said that, we're actually not aware of a productivity factor that should be applied in DSM.  We have no information to suggest there should be one.  We built the budget year over year in order to do our best to achieve the target, a very challenging target.  And so theoretically, you could say productivity is embedded, but I don't have a factor that would be explicitly supplied.  


MR. AIKEN:  Then the second question is, you've used the 2005 budget as your starting point rather than your actual 2005 costs.  Could you explain that rationale?  


MR. FARMER:  Yes.  The budget that is created is the budget that Union estimates will be necessary to meet the stretch volume target.  So we look at the level of incentives we would pay and add that up based on the number of metres, the program costs to support those.  


The actuals, and they're very preliminary, that have been reported for 2005, represent the actual amount of money that it took us to achieve about $73 million, say, in cubic metres in savings as opposed to 88.5.  Therefore, they would be totally inadequate to meet 88.5 based on any test that we have.  The budget, as I've already stated, is designed to achieve the target.  


MR. AIKEN:  Then on the direct salaries and related costs, the $800,000, is this for the 10 positions that you were talking about earlier today?  


MR. FARMER:  Yes.  


MR. AIKEN:  Are those 10 positions all filled as of January of this year?  


MS. LYNCH:  There is one position remaining to be filled, the DSM analyst role.  


MR. AIKEN:  When do you expect to fill that role?  


MS. LYNCH:  We're working on filling it now.  


MR. AIKEN:  So do you have like a start date in mind for that individual?  


MS. LYNCH:  We don't have a start date in mind.  We're still in the interviewing process.  


MS. GIRVAN:  Are you interested, Randy?  

MR. AIKEN:  I was hoping you were going to take it.  

     [Laughter]


MS. GIRVAN:  Sorry.  


MR. AIKEN:  Question on attachment B, I just want to confirm there are no changes in this mechanism from the settlement agreement in EB-2005-0311.


MS. LYNCH:  There are no changes.  


MR. AIKEN:  Okay.  We've touched on this topic already, but I just want to try to get some clarification on the discount rate used in the net present value calculations.  I understand that Union is using a 10 percent discount rate?


MS. LYNCH:  That is correct.  


MR. AIKEN:  Do you know what discount rate Enbridge used?


MS. LYNCH:  Subject to check, I believe it is 9.14.  


MR. AIKEN:  And Mr. Poch raised the issue of the nominal versus real.  Am I correct that in your gas costs and electricity and water costs you are using an inflation factor of one and a half percent to increase those costs?  


MS. LYNCH:  We used that inflation factor to increase the costs beyond the 9 years that are included in the filing by Enbridge.  


MR. AIKEN:  Okay.  So I guess maybe the question then is:  The first 9 years, if they're nominal or real.  Maybe you can address that in the undertaking that you gave this morning.  


MS. LYNCH:  We will address that in the undertaking.  


MR. AIKEN:  You provided a reply in Exhibit K1.1, on page 1, to one of the questions I had submitted.  


Unfortunately, the question wasn't worded very well, and what I was really looking for -- you've calculated a net present value of the TRC of 188 million, I believe.  I think that is in attachment D.


What I was looking for was a breakdown of that 188 million between the gas part, the electric part, and the water part.  Would that be possible? 


MS. LYNCH:  On a percentage basis of the 188 million, 88 percent is related to gas savings, 6 percent electrical savings, and 6 percent water savings.  


MR. AIKEN:  Thank you.  Also in attachment D, could you explain why some of the TRC numbers are negative?  For example, the very first line, Energy Star and new homes has a negative TRC value of 213,000. 


MR. FARMER:  I want to answer the question without appearing flip, but the answer is relatively straightforward; the costs exceed the benefits.  And as mentioned, with the flex around the avoided cost, we're uncertain as to whether that is the actual picture at this time.  


MR. AIKEN:  Okay.  Somewhere in your evidence - I don't have the exact reference - but you estimate that the SSM incentive for 2005 was going to be 3 million.  I was wondering if you could tell me how you calculated that, because I thought it should be around $3.6 million.  


MS. LYNCH:  The TRC value that is included in the evidence is actually prior to the O&M costs being removed.  The TRC value would actually be $92 million, which would produce the SSM of $3 million.  


MS. SIMON:  I was wondering if I could ask a follow-up question to the question asked about why is the TRC value negative.  What I would like to know is:  Is the TRC value negative because the actual measure, when you do the calculation of the TRC for the measure, is the measure itself, excluding the program costs, but if you did the TRC calculation for the measure, is the TRC value for the measure negative for all of those?  


Perhaps you could go through each one and say whether the TRC value for the measure itself is negative.  Thank you.


MS. LYNCH:  It is negative.  For the ones -- 


MR. FARMER:  For the measure itself.


MS. SIMON:  For the measure itself?


MR. FARMER:  Yes.  


MS. SIMON:  Okay.  Thank you.  


MR. AIKEN:  Then my final question is on pages 2 through 6, I guess it is of Exhibit K1.1, a response you provided to one of my questions.  

     I'm specifically looking at the numbers that are involved.  I'm not wearing my glasses, my contacts make it kind of hard to distinguish the bold from the non-bold as well.


My question has to do with the new programs that are listed for 2006.  For example, at the bottom of page 2, the tankless water heater.  My question has to do with the free rider rates.  Looking at -- scanning through this table, it looks like all but two of them of these new programs have free rider rates of zero percent.  I was wondering if you could provide justification for that number.  


MR. FARMER:  Just to clarify, you identified them all as new programs, and just to be consistent, this would be a new measure.


MR. AIKEN:  Sorry, new measure.


MR. FARMER:  Just to be sure.  For the zero tankless, it is a relatively new technology with low adoption, and zero is the best information that we have at this time.


MR. AIKEN:  And so that would be the rationale for all of the zero percents with the new measures?  It's the best information you have at this time.


MR. FARMER:  Hmm‑hmm.


MR. AIKEN:  Okay.  I think those are all of my questions.


MR. FARMER:  Thank you.


MR. MILLAR:  Thank you, Mr. Aiken.  Mr. Higgin, are you next?


QUESTIONS FROM DR. HIGGIN:

DR. HIGGIN:  Thanks.  I would just like to follow up on one or two questions that haven't been answered in my list.  So maybe you could just pick up that list, if you have it, and I will try and just highlight ones I think have not been answered.


So looking at question 1, this was about metrics for 2005.  The one thing that I haven't heard mentioned is the 2005 DSM VA balance.


I wonder whether you can provide it now, or you could add it to J1.1.  I'm happy with whichever approach you would like.  I understand it is still subject to audit, et cetera.


MR. FARMER:  Yes, but it is approximately $2.4 million charged to the DSM VA balance.


DR. HIGGIN:  Okay, thank you.  That was the missing information on most of those metrics.


If you look at questions 2 and 3, I think they have been substantially answered, so I am going to just have one small follow-up on question 4.  Again, this has been substantially answered, and that is that at tab B, I asked you to confirm that you're proposing that the 2006 LRAM will be based on the actual volumes and that those volumes are those that are part of the forecast for 2006 in the rates case.


MR. FARMER:  We do two different parts, but I'm not sure so much about the second one.  We do confirm the first part is that the LRAM will be based on the actual volumes and savings.  If I could ask you to re-ask the second part?


DR. HIGGIN:  Well, the rates are already set for 2006, in terms of that, but you do have a volume forecast, as I understand, for 2006, for the overall throughput?


MR. FARMER:  Can I restate your question?  Is your question that the forecast that I have provided for 2006 volumes that are included in the 2007 cost of service include the 2006 DSM volume?


DR. HIGGIN:  Yes.


[Witness panel confers]


MR. GOULDEN:  Maybe I could help.


DR. HIGGIN:  Yes.


MR. GOULDEN:  In the '06 demand forecast and our '07 rates case, implicit in the forecast are the DSM measures which have taken place.


DR. HIGGIN:  That's for the bridge year?


MR. GOULDEN:  That's correct.


DR. HIGGIN:  Yes.


MR. GOULDEN:  But with regards to the LRAM calculation, given that our current rates are based on 2004 volume, we would drive off 2004 volumes when we calculate the LRAM for '06.


DR. HIGGIN:  Okay.  All right.  Let me think about that one.  Okay.  That is what you're proposing, okay.


Just go now then to a couple of questions following up on the low‑income area.  You have obviously told us that you haven't done very much in the design, but I think you have been anticipating this question, and let's start with this one.


The question is:  In the commercial sector program, is there any targeting of social housing and rental apartments that have utilities included in the rent?  Is there any targeting of those within your program?


MR. FARMER:  Is there any targeting of the measures to social housing and multi-family buildings?


DR. HIGGIN:  Well, the measures are listed, for example, in attachment A.


MR. FARMER:  Yes.


DR. HIGGIN:  The question is:  Are you -- in delivering those measures, are you targeting those sectors, specifically targeting them, and how?


MR. FARMER:  Yes.  We want to differentiate this particular initiative from the low‑income program that we explicitly provide.


DR. HIGGIN:  I'm going to talk about that, because that is for the -- predominantly for the residential ‑‑ you explained it, residential and so on.


MR. FARMER:  Exactly.  So in our commercial program, we do work closely with social housing agencies and we have now, for more than a year, been targeting measures to those agencies for multi-family buildings and some townhouse projects.


DR. HIGGIN:  Yes.


MR. FARMER:  Primarily based around replacing showerheads in the apartments, but other energy-savings measures that can be identified through the custom project.


DR. HIGGIN:  So all of the measures in the commercial building sector are available to that sector?


MR. FARMER:  Yes, indeed.


DR. HIGGIN:  I think the question is you have to push those measures and you have to deliver them in some way, and the question is:  How many ‑‑ let's ask it this way.  How many participants, then, in that program are in social housing or rental apartments?  How many participants are you forecasting from that sector?


MR. FARMER:  Yes.  The exhibit targets 14,000 participants.  Now, what's important to state, and perhaps there's a problem with the refinement of our targeting, is that when we say ‑ we can target social housing, and I don't have a breakout of that - but when we say multi-family, we can't identify a building that is primarily occupied by low income.  So it is targeted to all multi-family operations that are private.


DR. HIGGIN:  Social housing is a specific --


MR. FARMER:  Social housing is a specific target, but we don't have a breakout between that and the other multi-family operators at this time.


DR. HIGGIN:  You don't keep metrics about participants in social housing?


MR. FARMER:  Sorry, I misread the sheet.  It is actually 22,000 participants, not 14,000.


DR. HIGGIN:  That's total.


MR. FARMER:  Total participants.

     DR. HIGGIN:  I'm asking if you keep metrics on the number of participants that are living in social housing.


MR. FARMER:  We don't target it separately going forward.  We have tracked it for 2005 separately.


DR. HIGGIN:  Do you have that information?


MR. FARMER:  I don't have that number.


DR. HIGGIN:  Could you provide it?


MR. FARMER:  It is part of the evaluation process that's underway and wouldn't be ready for next Friday.


DR. HIGGIN:  You know what our concern is?  I mean, it's clear that there needs to be specific targeting, specific delivery mechanisms to reach those people.  And basically, that's what we're having some concern with.  We're not talking about the new programs; we're talking about existing programs and the delivery of those.


MR. FARMER:  Yes.  I think what we would recognize is there's a gap between targeting and actual metric to that part of the market and what we're doing.  What I would reassure you is that we see social housing as a key partner, and without being able to provide the actual numbers before the 2005 evaluation, they have been a significant driver of the result.


So I acknowledge the gap, Roger.


DR. HIGGIN:  Just going to, then, the other sector and your four specific low‑income measures, the four that you've listed 


I think David asked you for overall information on measures and incentives.  I would just like to be sure that, as part of that undertaking, for those particulars, for those four measures, we would be able to get what the total cost and the participant cost are clearly for those measures in that answer, if you don't have it right now.  


I think it is only the programmable thermostat that is actually at play here, because you said the other ESKs are free.  


MR. FARMER:  Yes.  The water-savings measures, you basically get a participant cost and incentive cost and they're the same.  For the programmable thermostats, the value for the participant cost is $80 that we use.  The incentive proposal, we haven't yet moved this proposal to the market, is $40, which is higher than the 15 we would normally target. 


DR. HIGGIN:  Thanks.  That is the information I was looking for.  David just asked me, do those costs that you have put there include the installation of it, or is it just capital cost?  


MR. FARMER:  Certainly on the water-savings measures, there is no installation component included.


DR. HIGGIN:  Programmable?  


MR. FARMER:  I actually don't know on the $80, whether or not installation is included in that in terms of evaluating the costs.  We don't offer installation as a part of our program.


DR. HIGGIN:  Right.  Okay.  One last question:  Are you considering what the impact of the OPA province-wide procurement for 250 megaWatts of demand reduction, demand side management will be?  Are you considering whether you may participate in that, at least some of your measures and so on, are you considering it?  


MR. FARMER:  Considering is the right word.  We've had a number of meetings with the OPA and continue to participate.  We certainly would like to partner with the OPA, where it makes sense.  And part of the difficulty for us is, at this time, we don't have anything concrete to partner with.  


So the dialogue is fully open.  We do meet regularly, and we would certainly participate where the interests are aligned.


DR. HIGGIN:  Thanks. 


MR. FARMER:  To be honest with you, I would extend that to all electric utilities, Enbridge --


DR. HIGGIN:  I will leave my other questions.  I know my friends behind here, LIEN, have probably got some more detailed questions in the low-income area.  So thanks for those answers.


Thank you.  


MR. MILLAR:  Thank you, Mr. Higgin.  Mr. Dingwall?  No.  Who is next?  


MR. DeROSE:  I have about five minutes of questions. 


MR. MILLAR:  Mr. DeRose, the floor is yours.  

     QUESTIONS FROM MR. DeROSE:


MR. DeROSE:  If that is okay, it is really just some clarification.  


First of all, I would like to follow-up on a couple of questions that Randy Aiken e-mailed you, I don't think that Mr. Aiken covered it today.  If he did, I apologize, and I will just look at the transcript.  But if you can just pull up his E-mail, it is in section five, topic:  2005 results, sub 3.  


He asked you to provide the allocation of SSM costs for 2005 by rate class, based on the existing methodology, and also asked whether you are proposing to continue this allocation methodology.  I have not seen that.  Did you answer that?  


I guess the other question is, are you able to answer it at this time?  


MR. FARMER:  We can answer it.  I don't recall answering it.  


MR. DeROSE:  Do you mind just providing it?  I can get that in an undertaking.  I don't need that today.


MS. LYNCH:  Oh, in an undertaking?  


MR. FARMER:  We can do it now.  


MR. DeROSE:  That would be great. 

     MS. LYNCH:  The let me be clear, we can't do it by rate class yet because the results are still preliminary.  What we can do is give you the SSM breakdown as preliminary by market.  


MR. DeROSE:  That would be fine.


MS. LYNCH:  Okay.  For the residential market, it is $2,000,088; commercial market, $908,000; industrial general service, $5,000; distribution contract, $1.9 million.  


MR. DeROSE:  Okay.  Am I right in my understanding that you intend to continue the same allocation methodology for 2006?  You aren't asking to change it?  


MS. LYNCH:  We're not asking to change it.  


MR. DeROSE:  Okay.  Thank you.  I take it, if you can't provide that by rate class because it is preliminary at this time, you wouldn't be able to answer Mr. Aiken's Roman numeral IV in that same section, would you, at this time?  


MR. FARMER:  That is true.  


MR. DeROSE:  Okay, that's fine.  


Turning to a topic that Mr. Poch -- this is the discussion on nominal discount rates.  I don't pretend to understand exactly the impact of it, but what I did glean from Mr. Poch's explanation was that if he is right, it could result in the TRC being increased.


I would just ask that if you -- when you are going back to do the undertaking for Mr. Poch, if it does -- if you do find it has an impact on the TRC, if you could update your TRC estimate before the ADR, if at all possible.  That would be appreciated, from our view.


MS. LYNCH:  We can do that.  


MR. MILLAR:  So that will be incorporated in J1.2.  


MR. DeROSE:  I'm fine with that.  I think it is a conditional.  It is only if it has an impact on the TRC, and if you are looking to implement it into 2006.


MS. LYNCH:  Yes.  Just to clarify.  If we decide that a change needs to be made, then we would implement it.  


MR. DeROSE:  Correct.  


Finally, I just want to make sure that my understanding is correct on the -- in 2005, your volume target was 88.5 million cubic metres.  That's right?


MS. LYNCH:  Correct.  


MR. DeROSE:  And your TRC target on that volume was 100 million TRC?


MS. LYNCH:  That is correct.  


MR. DeROSE:  And for 2006, the volume target remains the same, but the TRC is going up by 88 million to 188 million?


MS. LYNCH:  That is correct. 


MR. DeROSE:  Is it my understanding that 88 million is as a result of the proposed avoided -- - the new avoided costs?


MS. LYNCH:  A majority of the change would be a result of the new avoided costs.  There would also be some factors related to the distribution of the target by programs, measures.  


MR. DeROSE:  Okay.  That's fine, thank you very much.  That is all that I needed.


QUESTIONS FROM MS. GIRVAN:


MS. GIRVAN:  Julie Girvan for the Consumers Council, I just have a couple of questions.


Going back to Randy's schedule that he talked about, the input assumptions that have been updated.  Chuck, you were referring to the fact that on the free riders, those levels for those particular measures is zero because that's the best information.


Is there any way that -- I mean, I know we have done this in the past, we have looked at other jurisdictions or whatever, in terms of free ridership rates.  I just wondered what the argument sort of against - because obviously, some of these measures have been in place in other jurisdictions - why you have just assumed zero as your best estimate?


MR. FARMER:  I want to stress that all of the measures that have zero are not new, and some have indeed been considered by audit subcommittees over the past number of years.


So as it relates to new measures that are introduced, I think the answer to your question is, Yes, there are probably many other ways to determine a free ridership rate.  And in this situation around, for example, tankless water heaters, we have looked and seen a very low adoption and just assumed zero.


So I don't want to pretend that that is absolutely the best information.  It is the best information I have.  With the time allowing in this proceeding, to do that scan would be difficult.


MS. GIRVAN:  Okay.  Just quickly on the SSM.  


You are proposing largely the same methodology, but you're sort of, the structure is a little bit different, because it is based on TRC.


I just want to get your explanation, in terms of why you've made the changes.  I will go specifically to the first element of the SSM.  Previously, in 2005, it was TRC savings between 75 million and up to 100 million.  Now we're moving to TRC savings between 75 percent and 99 percent.


I would like to elaborate.  I may have missed it -- if you were asked this this morning, I may have missed that point, but why you are making the change?


MR. FARMER:  No, it hasn't been asked, and there is a disconnect in the partial decision with reasons issued by the Board and actually our original mechanism, although I believe the intent is exactly the same.


In our original mechanism in the ADR, we hard coated the TRC values and didn't actually reference the percentages.  They just happened to work out the same, and I believe the intent was to use those percentages.  In the Board's decision with reasons, it went to a percentage methodology for Enbridge that aligned on a percentage basis what we had, and then took comfort in the fact that Union was using the same mechanism.  And we take the decision by the Board, in essence, to be that that is the preferred methodology for this year, and that it is easy for us to apply.


The key is to restate the TRC at target so you get the new pivot point that the 75 percent hinges off.  We could have re-hard coated the TRC values as opposed to percentages.  We wanted to be consistent.


MS. GIRVAN:  So it really is as a result of the Board's decision in Enbridge, then?


MR. FARMER:  Correct.


MS. GIRVAN:  All right.  Thank you.


QUESTIONS FROM MS. SIMON:


MS. SIMON:  I was wondering if you have any information on how many low‑income customers Union Gas has?


MR. FARMER:  No, we don't.  And we certainly intend to develop that information by working with key stakeholders that would include LIEN, VECC, OPA, Ministry of Energy, et cetera.


MS. SIMON:  But you haven't -- as we've heard earlier, you haven't allocated any research dollars.  You intend to get that data by consultation?


MR. FARMER:  We hope to get that data through internal and external consultation, yes.


MS. SIMON:  I was wondering if you could describe the low‑income program.  I know it is a basket of measures, your ESK plus the thermostat.  You describe for the residential program that that basket of measures, minus the thermostat, is handed out by Union Gas employees at Home Depot.  How is the low‑income program going to work?


MR. FARMER:  Again, we are still developing the delivery method that would be best for low‑income programs.  So initially, it is our intent to distribute these measures to customers who self identify, in that they're having difficulty paying their fuel bill, their gas bill.  And although that would not be a perfect definition of low income, it is the one that we can apply initially until we have developed a better definition, and one that allows us to target.


What we haven't yet determined is how we would make those products available to somebody who has contacted us and is having difficulty paying their bill, and that is all in development now.


MS. SIMON:  When you say "difficulty paying your bill", do you mean people that were in a situation last year of potential disconnection, or is this where you get a phone call and someone says, I'm having trouble paying my bill?


MR. FARMER:  Well, the way ‑‑ when I say self identify, it could be that, indeed, we have called them because they're having some payment issues.  They could have called us.  We have a number of customers who call us and say, Gee, I'm not able to pay my bill.  Can you make some arrangement?


So we have a high level of experience in dealing with customers with those issues.  We have to keep them as gas customers and find some accommodation where everybody wins.  We see providing energy efficiency to them as a way of managing their problem in the future as well for them.


MS. SIMON:  There was an earlier discussion about, for the low‑income program, installation of the measures is not currently part of your program design; is that correct?


MR. FARMER:  That is correct.


MS. SIMON:  Have you done any studies to determine how many measures low‑income people will ‑‑ of your basket of measures you propose, how many of those are likely to be installed by low‑income people?


MR. FARMER:  We have done no studies at all as it relates to energy efficiency and low‑income customers, as I described them, in the single-family market.  We recognize that there is a need for studies.


MS. SIMON:  In the low-income program, there is just the basket of measures.  Are there ‑‑ that's on the list of measures.  Are there any informational or educational measures that you intend to take as part of the program, specifically for low‑income customers?


MR. FARMER:  When you take the incentives across the participant accounts, what you see is we have actually allocated 189,000 for program costs, which would include program development, education and possibly research, although it's hard to say.


And so the question is:  What would we do?  We don't yet know.  We will consult.  I apologize to keep delivering the same answer to you, but we will consult with key stakeholders to see what is the best way, and we have allocated funding to do that.


MS. SIMON:  You indicated that the incentive level for the thermostat is $40 based on an $80 cost.  How did you determine the incentive level?  What type of research on low‑income customers did you do to determine affordability?


MR. FARMER:  Again, we didn't do research.  We made a very general assumption that anything that involves capital cost in a situation of low income is going to be a significant barrier.  So we knew the incentive would have to be higher.  We have no more science than we thought 50 percent of the incentive would drive some level of results while we developed better understanding.


MS. SIMON:  How did you determine the low‑income budget of $400,000?  How did you get to that number?  What were the assumptions that you made, and where do the dollars go?


MS. LYNCH:  We did it based on what we thought would be a reasonable participation level, and then what we thought the ‑‑ a reasonable amount for program costs would be to arrive at the $400,000.


MS. SIMON:  These are based just on planning assumptions.  Do you have any other research to back up those numbers?  You indicated you don't know how many customers there are.  I was just wondering if there is any other information you could point me to that I could look at.


MR. FARMER:  No.  Again, I quite openly admit that we have very limited research or no research in this area.


We wanted to get started on a low‑income program, and so we threw some pegs out there and said this would be the level that would at least get something happening while we wait for two things.  One would be the consultation that we have to undertake, and the second would be the Board's direction on the appropriateness of directing resources, which we will participate in the generic proceeding.


MS. SIMON:  The free ridership numbers that you've assumed for the low‑income measures, they are the same as for the residential sector; is that correct?


MS. LYNCH:  That's correct.


MS. SIMON:  Is it simply a matter of taking what you assume for the general residential sector and applying that to the low‑income sector, or is there any additional information you used to make the determination on free ridership?


MS. LYNCH:  It was just a simplifying assumption at this point to use the same rates that we do in the residential program.


MS. SIMON:  Given that a lot of the details of the program design for the low-income program are going to be determined in some part by consultation that's yet to take place, what is the timing of that consultation?  And when is your expectation that the low‑income program will begin to be rolled out?


MS. LYNCH:  Two questions there.  The first part is that it's pending Board approval of the budget for the low income, and then it would be an issue of just how quickly we can proceed with developing the programs after that point. 

MS. SIMON:  Well how long -- how long do you think that a program like this, would you expect it to ramp up after Board approval?  Do you expect to be delivering it within three months, six months of Board approval?  Give me an estimate.


MR. FARMER:  With the program, as I have described it, where we can target results or measures to customers who are self-identifying, it can ramp up within a month.  Because it is a matter of training in our call centres, ensuring that the means of delivery are determined, and we can have that one going very quickly.


The broader consultation, it is difficult to give an answer.  I think it probably takes in the order of three months or so.  I acknowledge there is a tremendous amount of information out there, and it is a matter of having the resources to review that information and then have the consultation.  We would work very, very quickly and diligently on it.


MS. SIMON:  Okay, great.  Thank you.  


MR. MILLAR:  Who is next?  Mr. Dingwall.  

     QUESTIONS FROM MR. DINGWALL:


MR. DINGWALL:  Good morning, panel.  My name is Brian Dingwall.  I'm going to ask you a few questions on behalf of Canadian Manufacturers & Exporters.


Quite generally to be begin with, are there any changes that you are requesting in the audit process for the test year?  I wasn't quite clear, reading through the evidence and the update, as to whether or not you've suggested changes to that process.  


MR. FARMER:  We have suggested implicitly, I suppose, but I can confirm, no changes to the evaluation and audit process that we have adopted for the last number of years.  We anticipate that the issue will be dealt with in the generic proceeding, and we will get some kind of direction going forward.  


MR. DINGWALL:  So as a result of your filing in this proceeding, you are not seeking changes to the audit process, but you may seek changes in the generic proceeding; is that correct?  


MR. FARMER:  I would correct that and say I haven't announced any intent as to how I would approach a generic hearing.  I would confirm we won't change the process from previous years to 2006.  


MR. DINGWALL:  That's very helpful.  


Moving into the area of avoided costs.  We have this very lengthy study from the Alenkin [phon] folks.


I'm wondering, is the selection of the commodity prices as of August of the previous year the standard time in which commodity prices are used to forecast the subsequent years' avoided costs?  


MR. FARMER:  Well, there hasn't been a standard in the application of Union Gas.  We introduced our avoided costs in the late '90s, had them approved in the 0499 process, and didn't update them at any time.  So we don't really have a standard practice.


In our original filing, we proposed that we would update the commodity portion in August of every year.  So there isn't a standard, that I am aware of, we had proposed.  However, we're now adopting Enbridge costs while we wait for action.  


MR. DINGWALL:  You're proposing for the first time in this case, August of 2005 and August going forward?  


MR. FARMER:  I'm not proposing anything in this case.


We had proposed, in our original evidence -- we've withdrawn our avoided costs.  We fully intend to reintroduce them, barring some guidance on what avoided costs should be used for 2007, and we would update commodity portions, but I'm not proposing anything around the updating of avoided costs in this proceeding. 


MR. DINGWALL:  So the evidence filed in this proceeding is really for consideration down the road and not in this proceeding?  


MR. SMITH:  I think maybe we just need to understand the initial three-year plan was as a result of the Board's procedural order.  It is not Union's proposal in this application any longer.


So there is no plan to put in place, at this point, the revised Union avoided costs or update them in August.  The only proposal is what was filed recently, which is the much shorter package for the transitional year, and that is what we're relying on this in this application.     


MR. DINGWALL:  So then the avoided cost forecast in this hearing, is that the 188 number that we talked about earlier?  Or is it -- 


MR. FARMER:  The TRC related with the 88.5 million cubic meter target is 188 million, using the avoided costs that have been considered and approved for Enbridge and applying them to Union's programs.  


MR. DINGWALL:  So that is not with respect to the new methodology that you talked about?  


MR. FARMER:  That is correct.  


MR. DINGWALL:  Thank you.  Those are my questions.  One other comment, though.  

     I've been asked by a party who is not here to just ask you to -- we don't need an undertaking for this -- distribute what you have distributed today physically, electronically.  


MR. SMITH:  Yes, we can do that.  


MR. DINGWALL:  Thanks.  


MR. SMITH:  Do you mind if I ask who is asking?  


MR. DINGWALL:  Mr. Shepherd.  


MR. SMITH:  I thought it might be.  


MR. MILLAR:  Okay.  Anyone else?  Or who is next? 


QUESTIONS FROM MR. SCULLY: 


MR. SCULLY:  I just have one question.  Peter Scully for FONOM and the Cities of Timmins and Sudbury.  I'm looking at attachment F to your filing, which is "lost revenue adjustment mechanism, 2006 forecast."


Specifically, I was comparing the M2 residential net volume savings for the south and the north.  In my mind, whenever I think of the residential customer base in the south versus the north, I have a ratio in my head.  There are three times more customers in the south than in the north, just as a very rough measure.  And I see the net volume savings for M2 residential versus residential 1 is about two to one.  I was wondering if there is any -- what the explanation of that is.  


MR. FARMER:  I can't confirm the customer division, if you will.  Just to be sure, when we say north, we are including eastern areas as well?


MR. SCULLY:  Yes.  


MR. FARMER:  So everything but Southwestern Ontario, in essence, which is our M2.  These targets are built based on historical information, and then projecting for proposed changes in programs.


Historically, I think, subject to check, but my impression of all of the plans I've been involved in is this is a pretty consistent balance that we see between the south and the north in our programs for residential customers.  


MR. SCULLY:  So does DSM work better in the north than in the south?  Is that what we're seeing?  


MR. FARMER:  Very possibly by that.  I mean, subject to understanding the customer break, possibly that is true.  I don't know, sir.  


MR. SCULLY:  You have never checked that out?  


MR. FARMER:  No.  We wouldn't look at -- the only measure I could think of, sir, for that would be some percentage of throughput measure between the two.  Seeing if you have higher take-up as a percent of throughput versus the north.  But other than that, I haven't undertaken such work. 


MR. SCULLY:  What I have in my mind is, when you do projections for -- Brian, I think can confirm this.  When you do projections for total volume throughput, you use the same typical number for the north and the south.  So --


MS. GIRVAN:  Don't you have a higher average use-per-customer in the north?  


MR. GOULDEN:  No.  It is 2600 for both.  


MR. SCULLY:  Well, I don't know if you can give me any help with that.  If you have further information once you take a further look at it, I would appreciate being told.  


MR. FARMER:  It would help -- I'm having difficulty understanding what that information is.  So if you could maybe restate.  


MR. SCULLY:  Well, -- 


MR. SMITH:  Sorry, just one second, Mr. Scully.  

     MR. FARMER:  Thank you.  Yes, I will review such things as customer accounts in both and the success of the programs, and possibly even individual measures so that I can consider whether there is any pattern I can help you out with for the ADR.


MR. SCULLY:  Okay, thank you.


MR. MILLAR:  Would you like an undertaking for that, Mr. Scully?


MR. SCULLY:  Sure, that would be helpful.


MR. MILLAR:  J1.7, and I guess that is on a best-efforts basis.


UNDERTAKING NO. J1.7:  TO PROVIDE A COMPARISON OF NORTHERN VS. SOUTHERN RESIDENTIAL CUSTOMER UPTAKE OF DSM PROGRAMS.

MR. MILLAR:  Sorry, Mr. Scully, was that the end of your questions?


MR. SCULLY:  Yes, it was.  Thank you.


MR. MILLAR:  Mr. MacIntosh, do you have anything?


QUESTIONS FROM MR. MacINTOSH:

MR. MacINTOSH:  My colleagues have covered most of the areas that we're interested in, but I had one commodity conservation question.


Has Enbridge ever done research on any programs directed toward high-income earners based on their probable higher use of commodity and, thus, more opportunity for conservation?


MR. SMITH:  You must mean Union?


MR. MacINTOSH:  I'm sorry, Union.


MR. FARMER:  Enbridge's customers are all poor.


[Laughter]


MR. FARMER:  If I could ask you to restate the question?


MR. MacINTOSH:  Well, this is a commodity conservation question, and I'm wondering whether Union's ever done any research on programs directed toward high-income earners based on their probable higher use of commodity and, thus, more opportunity for conservation.


MR. FARMER:  We haven't specifically targeted any programs at what I would perhaps call "higher income earners", and we haven't done evaluation that takes into account demographics.  So I think the answer is no.


MR. MacINTOSH:  Thank you.  That's my question.


MR. MILLAR:  Okay.  Is there anyone else?  Any follow-up questions from anyone who is here?


MR. AIKEN:  Just, Brian, you were going to provide the package that you provided to Kai?


MR. SMITH:  Yes, we will do that.  Sorry, Mr. Aiken.  We forgot it on ‑‑


MR. POCH:  Should we give that an undertaking just so it has a reference number?


MR. MILLAR:  It will be J1.8.  


UNDERTAKING NO. J1.8:  PROVISION OF DATA PACKAGE TO GEC.

MR. MILLAR:  Anything else, then?  Okay.  Thank you all very much.


Thank you to the applicant and the witnesses today.  That concludes the technical conference.  I guess we will see most of you next Friday, I believe, for the settlement conference.  So that concludes today's proceeding.

--- Whereupon the hearing adjourned at 11:45 a.m.
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